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STANDING COMMITTEE 


ON 


RAILWAYS, CANALS AND 
TELEGRAPH LINES 


Chairman: JEAN T. RICHARD, Esq. 


ye MINUTES OF PROCEEDINGS AND EVIDENCE 
s No. 1=/¢ 


WEDNESDAY, JUNE 10, 1964 
TUESDAY, JUNE 16, 1964 
WEDNESDAY, JUNE 17, 1964 


? oy, Respecting 
a ANNU AL REPORT—CANADIAN NATIONAL RAILWAYS 


WITNESSES: 


From the Canadian National Railways: Messrs. Donald Gordon, President ; 
RR. T. Vaughan, Secretary; J. L. Toole, Vice-President, Accounting 
and Finance; J. W. Demcoe, Vice-President, Transportation and 
Maintenance. 
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STANDING COMMITTEE 


ON 


RAILWAYS, CANALS AND TELEGRAPH LINES 


and Messrs. 


Chairman: Jean T. Richard, Esq. 


Vice-Chairman: James Brown, Esq. 


Addison, Foy, Matte, 

Armstrong, Godin, McBain, 

5Asselin (Notre-Dame- Granger, McNulty, 
de-Grace), Greene, Millar, 

Balcer, Guay, Olson, 

Basford, Horner (Acadia), Orlikow, 

Beaulé, Howe (Wellington- Pascoe, 

Béechard, Huron), Prittie, 

7Bélanger, Irvine, Rapp, 

Bell, Kennedy, Regan, 

Berger, Kindt, Richard, 

Boulanger, Korchinski, 3Rideout, 

Cadieu (Meadow Lake), Lachance, Rock, 

Cameron (Nanaimo- Lamb, Ryan, 
Cowichan-The Islands), Laniel, Southam, 

Cantelon, Latulippe, Stefanson, 

Cooper, Lessard (Saint-Henri), Stenson, 

Cowan, 4Macaluso, Tucker, 

Crossman, MacEwan, Watson (Chateauguay- 

Crouse, Mackasey, Huntingdon-Laprairie), 

Emard, Marcoux, 6Willoughby—60. 

Fisher, 


(Quorum 12) 


Maxime Guitard, 
Clerk of the Committee. 


1Mr. Macdonald replaced Mr. Watson (Chateauguay-Huntingdon-Laprairie), on 
June 8, 1964. 

“Mr. Brown replaced Mr. Greene, on June 8, 1964. 

3Mr. Lloyd replaced Mr. Rideout, on June 8, 1964. 

4Mr. Hahn replaced Mr. Macaluso, on June 8, 1964. 

5Mr. Cantin replaced Mr. Asselin (Notre-Dame-de-Grace), on June 8, 1964. 

.6Mr. Rhéaume replaced Mr. Willoughby, on June 11, 1964. 

“Mr. Grégoire replaced Mr. Bélanger, on June 12, 1964. 


Resolved,—That 


bi) am 


I lation thereto. 
a 7% 


Messrs. 


Foy, 

Godin, 

Granger, 

Greene, 

Guay, 

Horner (Acadia), 

Howe (Wellington- 
Huron), 

Irvine, 

Kennedy, 

Kindt, 

Korchinski, 

Lachance, 

Lamb, 


agicien -The Islands) ,Laniel, 


Latulippe, 

Lessard (Saint-Henri), 
Macaluso, 

MacEwan, 

Mackasey, 

Marcoux, 


(Quorum 20) 


ORDERS OF REFERENCE 
FRIDAY, April 10, 1964. 


the following Members do compose the Standing Com- 
ittee on Railways, Canals and Telegraph Lines: 


Matte, 

McBain, 

McNulty, 

Millar, 

Olson, 

Orlikow, 

Pascoe, 

Prittie, 

Rapp, 

Regan, 

Richard, 

Rideout, 

Rock, 

Ryan, 

Southam, 

Stefanson, 

Stenson, 

Tucker, 

Watson (Chateauguay- 
Huntingdon-Laprairie), 

Willoughby—60. 


WEDNESDAY, March 11, 1964. ee 


e into all such matters and things as may be referred to it by the House; 
l to report from time to time its observations and opinions thereon, with 
wer to send for persons, papers and records. 


Monpay, June 8, 1964. 


_Ordered,—That the names of Messrs. Macdonald, Brown, Lloyd, Hahn, 
1d Cantin be substituted for those of Messrs. Watson (Chateauguay-Hunt- 
Jon-Laprairie), Greene, Rideout, Macaluso, and Asselin (Notre-Dame-de- 
e) respectively on the Standing Committee on Railways, 


Canals; and) 7.) 


WEDNESDAY, June 10, 1964, 


4 STANDING COMMITTEE 


WEDNESDAY, June 10, 1964. 


Ordered,—That the Annual Reports of 1963 of the Canadian National 
Railways and of the Canadian National Railways Securities Trust, the Auditors’ 
Report to Parliament for 1963 in respect of the Canadian National Railways, 
tabled on April 7, 1964, the Budget for 1964 of the Canadian National Railways, 
tabled on March 30, 1964, the Annual Report of Trans-Canada Air Lines for 
1963, the Auditors’ Report to Parliament for 1963 in respect of Trans-Canada 
Air Lines, tabled on March 6, 1964, and the Budget for 1964 of Trans-Canada 
Air Lines, tabled on February 28, 1964, be referred to the Standing Committee 
on Railways, Canals and Telegraph Lines. 


THURSDAY, June 11, 1964. 
Ordered,—That the name of Mr. Rhéaume be substituted for that of Mr. 
Willoughby on the Standing Committee on Railways, Canals and Telegraph 
Lines. 
FRIDAY, June 12, 1964. 


Ordered,—That the name of Mr. Grégoire be substituted for that of Mr. 
Bélanger on the Standing Committee on Railways, Canals and Telegraph Lines. 


Attest. 
LEON-J. RAYMOND, 


The Clerk of the House. 


"REPORT TO THE HOUSE 
WEDNESDAY, Thane 10, 1964. 


Ny . The Stine ocariitice on Railways, Canals and Telegraph Lines has the 
honour LO; present the following as its: i 


First REPORT 


Your Committee recommends: . 
1. That it be empowered to print such papers and evidence as ‘may he 


red by the Pots and that Standing Order 66 be suspended 516 ai ie 
ion thereto; , eet. 
es That it be given eye to sit ahile the House is sitting; ieee i 


a Eu That its quorum be reduced from 20 to 12 members, and that Standing ae 
ee, (b) be suspended in relation thereto. hy ae 


Respectfully submitted, 


JEAN-T, RICHARD, 
Chairman. Sree 


(Concurred in the same day.) 
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MINUTES OF PROCEEDINGS 
WEDNESDAY, June 10, 1964. 
(1) 


The Standing Committee on Railways, Canals and Telegraph Lines met 
337 o’clock a.m. this day, for organization purposes. 


"Members present: Messrs. Addison, Armstrong, Balcer, Bélanger, Berger, 
aeron (Nanaimo-Cowichan-The Islands), Cantelon, Cantin, Cowan. Cross- 
an, Crouse, Godin, Granger, Hahn, Howe (Wellington-Huron), Lamb, Laniel, 
acdonald, Mackasey, Marcoux, Matte, McNulty, Millar, Pascoe, Prittie, Rapp, 
hard, Rock, Stefenson, Willoughby—30. 


“i The Clerk of the Committee attended the election of the Chairman. 


My Mr. Berger moved, seconded by Mr. Crossman, 
| . ‘That Mr. Jean T. Richard be Chairman of this Committee. 


as the Committee adjourn to the call of the Chair. 
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8 STANDING COMMITTEE 


TUESDAY, June 16, 1964. 


(2) 


The Standing Committee on Railways, Canals and Telegraph Lines met at 
10:02 o’clock this day. The Chairman, Mr. Jean T. Richard, presided. 


Members present: Messrs. Addison, Balcer, Béchard, Berger, Brown, Cadieu, 
Cantelon, Cantin, Cowan, Crossman, Fisher, Godin, Granger, Grégoire, Hahn, 
Horner (Acadia), Howe (Wellington-Huron), Kindt, Korchinski, Lamb, Lloyd, 
Lessard (Saint-Henri), Macdonald, MacEwan, Mackasey, Matte, McBain, Mc- 
Nulty, Pascoe, Prittie, Rapp, Regan, Rhéaume, Richard, Rock, Southam, Stefan- 
son—37. 


Also present: The Honourable John Whitney Pickersgill, Minister of Trans- 
port. 


In attendance: From Canadian National Railways: Messrs Donald Gordon, 
President, R. T. Vaughan, Secretary, J. L. Toole, Vice-President of Accounting 
and Finance, J. W. Demcoe, Vice-President, Transportation and Maintenance. 


The Chairman opened the meeting. 


On motion of Mr. Lessard (Saint-Henri), seconded by Mr. Grégoire, 


Resolved:—That the Committee print 850 copies in English and 400 copies 
in French of its Minutes of Proceedings and Evidence. 


Mr. Grégoire moved, seconded by Mr. Addison, 
That the Committee do not sit while the House is sitting on the flag issue. 


After debate thereon, the question being put on the said motion, it was, 
by a show of hands, negatived; Yeas: 12, Nays: 15. 


The Chairman instructed the Clerk of the Committee to read the Order of 
Reference. 


The Chairman welcomed the officials of the Canadian National Railways — 
and in particular Mr. Donald Gordon, President, whom he invited to read the 
1963 Canadian National Railways Annual Report. Then the Committee pro- 
ceeded to consider this Report, section by section. 


And the examination of the witnesses continuing on the first section in- 
tituled “Financial Review”, at 12:27 o’clock p.m. the Committee adjourned 
until 4:00 o’clock p.m. this afternoon. 


AFTERNOON SITTING 
(3) 


The Standing Committee on Railways, Canals and Telegraph Lines recon- 
vened at 4:06 o’clock p.m. this afternoon. The Chairman, Mr. Jean T. Richard, 
presided. 


Members present: Messrs. Armstrong, Beaulé, Béchard, Brown, Cadieu, 
Cantelon, Cantin, Cooper, Crouse, Emard, Fisher, Granger, Grégoire, Horner 
(Acadia), Howe (Wellington-Huron), Kindt, Korchinski, Lachance, Lloyd, 
Lessard (Saint-Henri), Macdonald, MacEwan, Matte, McNulty, Pascoe, Prittie, 
Rapp, Regan, Rhéaume, Richard, Ryan, Southam, Stefanson, Stenson (34). 


vee present: The Honourable John Whitney Pickersgill, Minister of Trans- 
port. 


In attendance: The same as at this morning’s sitting. 
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The Committee resumed consideration of section intituled “Financial 


4 _ Review” of the 1963 Canadian National Railways Annual Report. 
And the examination of the witnesses continuing, at 5:55 o’clock p.m. the 
~. Committee adjourned until 8:00 o’clock p.m. this evening. 

‘Soe 

a 

Be 

aa EVENING SITTING 

4 ; (4) 

og The Standing Committee on Railways, Canals and Telegraph Lines re- 


ee convened at 8:16 o’clock p.m. this evening. The Chairman, Mr. Jean T. Richard, 
Y _ presided. 


™ Members present: Messrs. Beaulé, Brown, Cantin, Cooper, Emard, Fisher, 
E Granger, Horner (Acadia), Howe (Wellington-Huron), Korchinski, Lachance, 
a - Lloyd, Macdonald, MacEwan, Pascoe, Prittie, Richard, Southam, Stenson (19). 
a ‘ In attendance: The same as at this morning’s and afternoon’s sittings. 

oe é The Committee resumed consideration of section intituled “Financial Re- 
= view” of the 1963 Canadian National Railways Annual Report. 

= On Motion of Mr. Prittie, seconded by Mr. Fisher, 

2 Resolved:—That the section intituled ‘Financial Review” of the 1963 Cana- 
_. dian National Railways Annual Report be adopted as read. 

9 At 9:50 o’clock p.m. the Committee adjourned until tomorrow at 3:30 
_ o’clock p.m. 

x 

p 

eS : WEDNESDAY, June 17, 1964. 

' (5) 

= The Standing Committee on Railways, Canals and Telegraph Lines met 


at 3:42 o’clock p.m. this afternoon. The Chairman, Mr. Jean T. Richard, pre- 
Re - sided. 

Members present: Messrs. Beaulé, Brown, Cadieu, Cantin, Cooper, Cowan, 
_ Crossman, Crouse, Emard, Fisher, Granger, Grégoire, Horner (Acadia), Howe 
 (Wellington- -Huron), Irvine, Kennedy, Korchinski, Lloyd, Macdonald, MacEwan, 
| Mackasey, Marcoux, Matte, McNulty, Millar, Pascoe, Prittie, Rheaume, Richard, 
Rock, Southam, Stenson (32). 


In attendance: From the Canadian National Railways: Messrs. Donald Gor- 
e _ don, President, R. T. Vaughan, Secretary, J. L. Toole, Vice-President, Account- 
ing and Finance, J. W. Demcoe, Vice-President, Transportation and Mainte- 


nance. 


2e The Committee resumed consideration of the section intituled “Develop- 
S ment” of the 1963 Canadian National Railways Annual Report. 


By unanimous consent, the witness, Mr. Gordon, was granted permission 
to have printed as appendices to today’s Minutes of Proceedings and Evidence; 
Piha following documents: 


“Grain on the Move’ 


“Canadian National Railways Proposed Line Abandonment—Example 
Subdivision Prairie Region” 
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The Committee agreed unanimously, that the section intituled “Develop- 
ment” of the 1963 Canadian National Railways Annual Report be adopted as 


read. 


And the examination of the witnesses continuing, at 5:52 o’clock p.m. 
the Committee adjourned until 10:90 o’clock a.m. tomorrow morning. 


Maxime Guitard, 
Clerk of the Committee. 


(See Appendices A and B to this day’s Minutes of Proceedings). 
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APPENDIX A 


“GRAIN ON THE MOVE” 


An address by Donald Gordon, C.M.G., Chairman and President, Canadian 
ee National Railways, to the Canadian Club, Winnipeg, Manitoba 
2 a September 26, 1962 


If it were not for the fact that I can look back over a period filled with 
action, I would find it hard to believe that six years have passed since I last 
_ visited your Club to speak about the railroad industry and to give you a report 
on progress by Canadian National Railways. Consequently, while I begrudge 
the swift passage of time, I must accept it as a necessary ingredient of progress 
and regret only that I have not found it possible to meet more frequently with 
you to keep in repair the many friendships and business associations that have 
so long been available to me in the friendly city of Winnipeg. 


The opening of our new Symington Yard here yesterday is symbolic of 
Po many changes that have taken place in Manitoba and across the CN System 
Ga _since I addressed your Club in 1956. In this city where East meets West, the 
A. yard has been well named after Herbert J: Symington, who, as a young man, 
arrived here for a visit and remained for twenty-three years to become a 
prominent Winnipeg lawyer before moving East, where he served as a Director 
of Canadian National for twenty years. His outstanding contributions to the 
_ transportation industry on land and in the air, and to the public interest of 
Canada, rate him as one of the great Canadians of his generation. 


2 This push-button electronic hump yard, the third of its kind to be com- 
pleted in Canada by Canadian National, permits us to service, sort and send out 
up to 6,000 freight cars a day and equips us to provide faster rail shipments to, 
from and through the West. In addition to the construction of Symington Yard, 


i Tust before I last spoke to your Club, Canadian National had completed 
‘construction of a 144-mile rail line to Lynn Lake. Since that time—including 
he new track mileage to Lynn Lake and upon completion of an eight-mile CN 
railway extension to Stall Lake to serve the Hudson Bay Mining and Smelting 
E | Company’ s new property there—Canadian National will have driven about 240 
be ‘S miles of new track into Manitoba’s northern frontiers in a period of less than 
_ ten years. We have laid probably more new track in recent years than any 
other railroad in North America. 
i; Rail resource lines constructed in Western Canada include a 46-mile line 
ja — to _the great aluminum development at Kitimat, B.C., completed in 1955; a 
_ 32-mile line to ath new nickel find at the new Aodencice of Thompson, 


ee, lo cated at Pine Point near Great Slave Lake in the Northwest Territories, and 
at , the same time open up for development agricultural and other natural 
resources in the area. 
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The important factor about these CN-built resource railroads is that they 
aid the greater industrial and economic diversification of Western Canada. 
And the same is true of the many new rail facilities also constructed or under 
way for a similar purpose in Eastern Canada. When all are completed, the 
cost of branch lines built by Canadian National to serve resource industries 
across Canada since World War II will amount to nearly $200 million. 

These developments may not seem exciting when one considers the recent 
feats of men and machines in the new Space Age. However, before we look 
to new horizons in space, Canadians have many problems to resolve in the 
management and development of their heritage in acreage and resources right 
here on earth. Canadians are faced urgently with the need to develop their 
latent talents, their energies and their skills if our people are to be kept in 
gainful employment and rewarded with an acceptable standard of living. This 
need must be viewed against the background of an increasingly competitive 
trading world, where new techniques and radical rearrangements of political 
alignments—actual and potential—affecting our traditional and most im- 
portant customers, pose a challenge that we dare not ignore. Our prosperity, 
nay our very existence, as a free and prosperous nation is dependent on how 
we use the resources we are blessed with and, also, the qualities of mind and 
spirit that we bring to the challenging task of finding our rightful place in this 
world of cataclysmic change. 

It has been said that fools rush in where angels fear to tread, an adage 
you may well say I should keep in mind when I presume to speak about the 
history of grain handling and contemporary practices in the City of Winnipeg, 
where I should expect to meet an audience of experts. However, I wish to 
provoke discussion on this subject because I believe it is so important to the 
national interest that it overcomes my ingrained diffidence about appearing as 
a special pleader in a field where others have a better claim to expert knowledge. 

Since the days when the “Iron Horse’ first established a communication 
system between Canada’s early and remote settlements, and so made Con- 
federation possible, all of the physical resources that our country has had to 
manage were—until very recently—inevitably linked with the nation’s rail- 
ways. Nowhere has this been more true than in Western Canada. 

Today it is hard to realize that the fur trade was the primary industry of 
this area less than one hundred years ago, and remained largely so until the 
arrival of the railways. It is, in fact, less than one hundred years since 
the Hudson’s Bay Company surrendered its territorial rights over Rupert’s 
Land. There are actually many people alive today who lived when the first 
wheat moved out of the Prairies—only eighty-six years ago! The pace of 
change is ironically emphasized by the fact that this first shipment consisted 
of seed grain to improve the quality of the Ontario crop in an age when wheat 
was the primary product of that province, and Toronto the grain capital of 
Canada! 

That first movement of wheat from this city occurred on October 12, 1876, 
or two years before the arrival of the first railway in the Winnipeg area, 
which was to link this city with St. Paul, Minnesota. The shipment, according to 
the records, consisted of 857-and-ith bushels of wheat, valued at 85 cents a 
bushel. It was transported by the stern-wheeler “City of Selkirk” down the 
Red River to Fisher’s Landing, Minnesota. From there it went by rail to Duluth, 
by water again to Sarnia, and once more by rail to Toronto. The first export 
shipment of wheat from Western Canada was made two years later, in 1878, to 
Glasgow. 

Those eventful years were followed by a period when the railways 
became the dominant factor in our economic growth, and played an equally 
important role in the political life of that era. Everywhere there was a sudden 
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compulsion to occupy the West: rail lines struck forth in every direction, 
followed by farmers from Ontario and Quebec, and immigrants from Britain 
_and Europe to colonize this new land. Throughout the “Gay Nineties” and until 
the outbreak of world war in 1914, there evolved in Western Canada a grain 
See system based on the country elevator and rail transportation, which 
was acclaimed the best collection system to be found anywhere in the world. 
er. Railway construction and grain production proceeded hand-in-hand at 
an unprecedented pace until, by 1914, there was a total of 11,710 miles of new 
track laid throughout the three Prairie Provinces. The Western grain trade had 
a become firmly established in world markets—and wheat reigned supreme as 
Canada’s major export, based, of course, on Manitoba’s “No. 1 Hard”. 

Yet, despite the fact that there have been many radical and fundamental > 
changes in Western Canada’s economy since those explosive years, the system 
of grain handling established before the first World War—the collection, storage 

: ‘ and transport of the Prairie grain crop—has changed very little. 
e Methods for handling the Prairie grain crop were established in a period 
when roads were very poor and, in many places, consisted only of Prairie trails. 
The movement of grain from the farm to the country elevator was by team 
q and wagon, and the railway had a virtual monopoly of land transportation 
- not only because it was the cheapest available means, but also in most 
i instances, the only means available. Since that time, modern highway networks 
have been established and roads of every description vastly improved. There 
are today about 21,000 miles of good highways throughout the three Prairie 
a By ezovinces, and this figure does not take into account many more thousands of 
is miles of municipal and market roads. 
The highway truck has been perfected so that its operating costs have 
_ greatly decreased. At the same time the costs of maintaining and operating 
_ railway branch lines have increased, largely because the variety and the 
- total volume of traffic carried has declined with increased trucking, the result 
being that on many branch lines the only remaining traffic is grain. Built when 
bh the country was young, many of these smaller lines have outlived their useful- 
of ness, now that both truck and automobile have been placed in universal use. 
ae e The increase in the use of the motor truck on farms in the three Prairie 
ES: ‘provinces is dramatically illustrated by figures recently released by the 
~ Dominion Bureau of Statistics. According to 1961 census figures, the number of 
be motor trucks on Prairie farms has increased by approximately two-thirds, or by 
* 64 per cent, in only ten years. Automobiles on Prairie farms during that same 
_ period, 1951 to 1961, increased by only 8 per cent. Grain combines increased 
by 61 per cent and tractors by 23 per cent, and these have helped, no doubt, 
¢ 3 to facilitate more efficient production. 
ee Many of the existing country elevators are now well below the optimum 
size for the best economic costs of operation and also for the most economic 
cost of trans-shipment by railways. 
I - Today on a thin-density railway branch line—that is to say, a line that 
carries almost entirely grain and where the total volume originated is about 
1,000 cars for a 60 to 70-mile line over the course of a year—it can cost the 
railway ten to fifteen cents or more per ton mile to carry grain to the main 
- line, whereas truck costs for the same movement are in the range of four to 
ae Reet cents per ton mile—or only half the cost. Most farmers today, because 


x ne ee 


e 
= 
oe 


a an elevator in one day as they could in one week when they used team 
and wagon and they often now voluntarily haul their grain longer distances. 
There are actually three basic cost factors involved in the grain handling 


4 “efficiency. First, the cost to the individual farmer in moving his grain to the 
aa country elevator varies because of distance. If an integrated trucking system 
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could be devised between farm and main-line elevators, this cost could be 
equalized and, as well, produce savings in those over-all handling costs which 
are pooled. The second factor involves the economies that can be obtained 
through a program of elevator consolidation that would eliminate those existing 
elevators that are operating well below the size required to ensure lowest cost 
operation. The Royal Commission on Transportation, commonly known as the 
“MacPherson Commission” in honour of its distinguished chairman, has pointed 
out that operating costs per bushel decrease considerably as the size of elevators 
increase to provide certain optimum storage space. Finally, there are economies 
to be obtained by the railways, whose traditional job has been to serve the 
farmer, elevator owners and the Wheat Board by providing transportation 
for piecemeal shipments to grain terminals from widely scattered country 
elevators. Obviously such transportation on thin-density branch lines is costly, 
thus elevator consolidation on main lines would enable the railway to pick 
up more cars at one time and reduce transportation and switching costs. And 
all of this must be considered against the basic fact that a new West has 
been born—as unlike the old West as the new CNR is unlike its old predecessor 
lines of that earlier day. 

The very nature of Western Canada’s economy has changed radically. 
In Manitoba, both manufacturing and construction trebled after the last war 
and, by the late fifties, together represented about two-thirds of the total 
value of physical production. There has been a tremendous growth of mixed 
farming and processing. Livestock breeding, feeding and finishing have become 
an important part of Western farm activities, with cattle production increasing 
every year and quality improving all the time. Here in Manitoba, meat packing 
has become your largest single production industry, while all manufacturing 
accounts for nearly 45 per cent of the total net value of provincial production. 
In Alberta, oil has become the province’s major resource industry since the 
Leduc find in 1947. Mineral exploration and production is expanding every year 
on the northern frontiers of all three Prairie provinces. Even in Saskatchewan, 
where wheat production remains the major concern of nearly 80 per cent 
of the farmers, the province has increased steadily as a producer of non-metallic 
minerals, such as potash and sodium sulphate. There has also been recent 
discovery and development of oil and natural gas resources in southern 
Saskatchewan where oil refining capacity has more than trebled since the 
last war. The vast irrigation and hydro-electric power development on the South 
Saskatchewan River promises cheaper power and therefore the means for 
establishing a broader industrial base in that province. 

To keep the new West in perspective, it is important that the nation’s rail- 
way network should reflect these social and economic changes of recent years. 
and, in doing so, hold transportation costs at a minimum. For in Canada the cost 
of transportation continues to be an important element in the production costs 
of our exports which, as you all know, must meet new and more competitive 
offerings that challenge price, quality, variety and even sales techniques. Never- 
theless, in underlining many of the changes which have considerably altered the 
Prairie economy in recent years, I by no means underestimate the continued 
value of the West’s grain production to our export trade, which contributes so 
strongly to Canada’s position as the world’s fifth largest trading nation. 

In launching a plan of attack to improve the efficiency and reduce the costs. 
of our grain handling system, it would be essential to look at the over-all system. 
and not merely at each individual part. If each party—that is to say, the grow- 
ers, the elevator owners, the railways or governments—were to go ahead and — 
make a separate analysis to improve its own cost and method efficiency, the — 
outcome would not necessarily benefit the nation. I believe that the objective | 
of all interested parties should be a program that is good for the nation as a 
whole—particularly at this critical and increasingly competitive period in our 
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nic history—and not simply a program that serves each party’s short- 
activities. The best method of attack appears to be a co-ordinated program 
hich all parties are prepared to compromise to reach agreement. 
n terms of the operational research worker, what is required is a “systems 
lysis” to determine how a grain gathering and handling system can best be 
apted to present and predictable technological changes, taking as its point of 
eparture the historically oriented facilities that exist today and with which 
e are all familiar. This approach is essential, since it is understandable, and 
lite in keeping with human nature, that each party involved in the system 
uld attempt to reach an optimum position with regard only to the costs or 
ethods with which each is directly concerned—or what the mathematicians 
1d management scientists would call “suboptimization”. 
_ By way of an illustration of this rather fearsome sounding word, it will do 
re to give an example of one part of the collective system—say Canadian 
ational Railways—reducing its operational costs without regard to the impact 
its actions on others. Certainly without an over-all plan, or a common objec- 
ve established in the national interest, Canadian National, as any other busi- 
‘SS, can only strive as best it can to reduce its own costs and increase its own 
ficiency even though its action, in isolation, may actually increase individual 
sts to some farmers or elevator interests. Worse still, isolated or selfish action 
uld well result in a failure to take advantage of each and every type of avail- 
le method of collecting, transporting and storing grain, thus foregoing econ- 
nies that could come from large scale co-ordination. 
Delay in implementing a better system comes not so much from resistance 
change as from want of a framework that ought to be drawn up by the many 
agencies historically involved in the collection and marketing of the grain crop, 
n —as I have said—the need for agreement upon an over-all plan. The formula- 
of a master plan appears to be the job of no one authority or agency and, 
Br s so often the situation in human affairs, what is everybody’s job becomes 
nobody’s job! 
_ For the purpose of illustration, let me return for a moment to enlarge upon 
just a few of the questions that arise in the railway industry which need to be 
ken into account in any over-all plan. There is the fact that delivery quotas 
r grain vary with storage space available at country elevators, which in turn 
ffected by terminal accommodation at the Lakehead, the West Coast and 
rehill, and by foreign demand. Insufficient capacity at country elevators in 
given area creates a situation whereby the Wheat Board, under existing 
islation, is faced with the problem of equalizing as fairly as possible by 
Ae iota the opportunity of farmers in that area to market their grain. Uneconomic 
_ rail transportation of the grain almost always results. The railways’ difficulties 
iP e from the need of the Wheat Board to create storage capacity in as many 
try elevators as possible at one time and to ship out of these elevators only 
ch quantities and grades as may be required to afford equality of marketing 
Opportunity to farmers being served by the elevators in question. Expensive 
_ shipping costs per carload result. Also, under the present system, it is impossible 
id ‘edict peak carryings, with the further result that the railways are apt to 
ied up with a big investment in idle rolling stock. 
Some years ago, rail movement was patterned after the harvest months, 
n the greatest movements of grain took place in the months of August, 
ember and October, and in marshalling its rolling stock accordingly, the 
way’s problem then was to provide the equipment necessary to handle the 
ry concentration of traffic. An analysis of the period 1951 to 1959, when 
bstantial crops were produced as a result of favourable weather and improved 
ning methods, shows that in spite of generally favourable world demand, | 
ction was substantially higher than this demand and this resulted in 
surpluses, making it impossible to predict the pattern of demand for box 


wk 
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cars. During that eight-year period there was a completely haphazard demand 
for transportation. Only in one year during that period did the peak demand 
for transportation fall in October: in three of those years, July was the peak 
month; in two years, May was the peak, and in one year each, June and 


December were the peak months. These are all questions of practical railway _ 


operations and their costs and—coupled with them—the need for a program 
of co-ordination among all the railways concerned in the discontinuance of 
uneconomic services. 3 

Apart from these direct railway operational questions is the problem con- 
cerning the capital that has been sunk into country elevators—I realize that. 
this is an exceedingly serious problem for the elevator system, including the 
Pools, United Grain Growers, and the privately and publicly owned elevator 
companies. The MacPherson Report, in an appendix in the second volume, has 
made a number of suggestions on this point, including the use of tax incentives 
and capital cost allowances, to lessen the impact of abandonment on investment 
tied to rail transport. . 

In summary, it appears quite clear to me that improved technology and 
methods already available, if co-ordinated in the national interest, could im- 
prove substantially the efficiency of our traditional grain handling facilities in 
all their aspects. Moreover, research into new techniques and innovations needs 
sponsorship to ensure that all predictable changes are fully exploited in deter- 
mining the most sensible course of action. The whole situation is a complex one — 
and is typical of the sort of problem that should be tackled with a systems anal- — 
ysis such as I have suggested. - 

For the fact is that while improved technology exists or is in the making, 
and improved methods are entirely feasible, the division of responsibility is 
such that action is required in the form of legislation, financial accommodations, 
willingness to surrender vested interests and many other practical recogni- 
tions. It seems to me that in our democratic system these matters can only 
be reconciled by voluntary agreement among the many interests involved and, 
particularly, among those agencies and organizations directly concerned with 
the collection and marketing of our grain crop—still one of Canada’s primary 
export commodities. It is easy to recoil from the complexities involved, to drift 
along with the status quo, and to bolster it by subsidies and other methods of 
assistance. But, I predict that if we do so, our chickens will come home to roost 
one day and the eventual reckoning will be more costly and more difficult. As 
a first step it is worthwhile trying to draft a master plan which will outline 
objectively the facts and the remedies required, and even if it cannot be im- 
plemented overnight, it should be possible to blaze the trail towards an agreed 
objective. The longer a realistic plan is delayed, the more likely it is that each 
party will be forced to act in its own interests and, as I have already said, fall 
into the trap of “suboptimization”, and therefore not serve the true national 
interest. 

Experience has taught me that vested interest is a jealous guardian and, 
when complicated by conflicting jurisdictions, it tends towards the extreme in 
the protection of entrenched positions. But if the broad public interest is to 
be served for the ultimate benefit of all Canada, then each part of the complex 
I have described will have to make some concession or compromise to allow 
first the formulation of a plan, and then the implementation of it, so as to — 
provide an up-to-date and efficient system. I hope that by exposing frankly 
the need for co-ordinated action I have made some personal contribution to- 
wards this end. 
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APPENDIX B 


CANADIAN NATIONAL RAILWAYS 


Proposed Line Abandonment—Example Subdivision 
Prairie Region 


From Fictitious (Mile 0.0) to Invention (Mile 60.0) 
Distance—-60.0 miles 


Wee 
a 
mays) * 


NERAL 

(a) The line from Fictitious to Invention, Saskatchewan, was built by 
the Western Extension Railway Company in March, 1903, under 
authority of Province of Saskatchewan, Act 3, Ed. VII, Chapter 67. 
Under authority of Act 4, Ed. IX, Chapter 5, Dominion of Canada, 
passed June 25, 1903, the Western Extension Railway Company 
entered into an agreement of September 28, 1903, to amalgamate 
with the Canadian Northern Railway Company. This was confirmed 
by Order-in-Council issued October 12, 1903, and became effective 
October 23, 1903. 


The Canadian Northern Railway Company became part of the 
Canadian National in 1923. 


(b) The line serves seven settlements, Ponteix, East Dollard, Eston, 
Kerrobert, Wilkie, Luseland and Invention. Ponteix and East Dollard 
each have populations of approximately 600, while the other five 

settlements each have an average of 150 residents. The rural 
residents are grain farmers. There are no industries located along 
the line. 


(c) The territory is traversed by a number of good all-weather roads 
connecting the principal towns and villages. A gravel highway, 
No. 52, parallels the line over its entire length, at anaverage distance 
of six miles. 

CONDITION OF RAILWAY 

_ The condition of this branch line is poor, maintenance expenditures having 
en held to a minimum. The rail is light averaging 80-85 pounds per yard. 
hirty per cent of the ties are treated and are in good condition, the balance, 
ing untreated and 15 years old, are in extremely poor condition. The entire 
ne was originally ballasted with pit run gravel, but this has long since 
ecome fouled and is now practically non-existent. A more detailed examina- 
n of the condition of this line is found in Exhibit V. 


‘TRAIN SERVICE 

- Mixed trains Nos. 583 and 584 operate on a weekly basis, running from. 

ipling to Fictitious to Invention on Wednesday and from Invention to Fictitious 

Kipling on Thursday. Extra trains operated 15 round trips during the year. 
After abandonment of this line, five alternate shipping points, as shown 

xhibit VII, will be available on the C. N. Winnipeg-Regina line. The train 

ce is provided by two daily freights operating in each direction. 
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4. HIGHWAY SERVICE 


The towns are well served by commercial trucks as follows: 


Station Trucker | License 

Ponteix John White GF-STL 

T. C. Jones GF-LS-STL 
East Dollard John White GF-STL 

T. C. Jones GF-LS-STL 
Eston T. C. Jones GF-LS-STL 
Kerrobert T. C. Jones GF-LS-STL 
Wilkie John White GF-STL 
Luseland John White GF-STL 
Invention Teo Ones GF-LS-STL 


GF—General Freight 
STL—Single Trip Load 
LS—Live Stock 


There is no bus service in the area. The farmers, on the average, operate 
a half ton pick-up and a two ton dump-truck for grain deliveries, and a private 
automobile. 


5. TRAFFIC 


Inbound traffic consisted of 45 cars of coal, 60 cars of petroleum products, 
7 cars of forest products, 5 cars of machinery, 2 cars of fertilizer, and 1 car of 
cement, while outbound traffic consisted of 600 cars of grain. Express, LCL and 
Passenger traffic accounted for only “eth of the total revenues and therefore 
should not form a major basis in considering whether abandonment should be 
granted or not. 

The savings to the railroad in the event of abandonment, are actually 
different than those stated on Exhibit I, as it is certain that some of the traffic 
will be retained after abandonment of this line. The actual economics are not 
presented as a time-consuming exhaustive study would have to be done to 
determine changed shipping trends, volume of traffic retained, revenues and 
costs. 


6. EFFECT ON RAILROAD EMPLOYEES 


The abandonment of this line would mean the displacement of eight 
maintenance-of-way employees. These would be absorbed according to seniority. 
Although the railroad is considering possible abandonment of many railroads 
through the country, there will be no major displacement of employees as a 
policy of orderly retrenchment will be followed whereby physical abandonment 
will take place over a number of years. 


7. IMPENDING CAPITAL EXPENDITURES 


If this line is to be kept in service indefinitely, capital expenditures of 
$450,000 will have to be made. A new trestle is needed at mile 31.2 ($30,000), 
7.5% of the ties will have to be replaced ($300,000), and the line will have 
to be ballasted over its entire length ($120,000). The railway could continue 
to operate this line for at most two years, foregoing these capital costs, by 
utilizing temporary maintenance measures. 


8. OPERATING RESULTS 


The carload traffic by commodities for the stations on this subdivision 
and the total system revenues from freight express and passenger services for 
the year are shown on Exhibit II. Exhibit III shows carload movements by 
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nage, is Shown on Exhibit IV. A statement of ‘operating results on a system 
basis is shown on Exhibit V. A summary of these exhibits is as follows: 


e ‘bn Gross Revenues ..... SRNR eM ROL USS Hy Lt Wpinnas shot Nhu anes $153,229 
o Total Cost of Operation and Other Expenses ....... 362,324 
. Annual Long Term Financial Betterment if Line 

ae PR PALTCOIOU Prk. bt err es en nee NI g TAL dha ic. Mata Eee 209,095 
4 7 Capitalized Value of Annual Betterment at 6.21% $3,367,069 


i EXHIBIT I 
ic. CANADIAN NATIONAL RAILWAYS 


; SASKATCHEWAN AREA — Prairie REGION 
eS _ PROPOSED ABANDONMENT OF THE EXAMPLE SUBDIVISION FROM FICTITIOUS 
(MP. 0.0) TO INVENTION (MP. 60.0) 

Year 1960. 


Statement No. 1 
SUMMARY OF REVENUES AND EXPENSES 


sie xt B colliding WARE eT NOR eS ME $ 142,429 
ont. EY Sener 8 GO et She EER ee EI ea 2,600 
Rae ORs rad hal ites emer t ON) ARUN Uo ian A 5,200 
TCG ae gg Cts SI RO ase aOR a de ,000 
BBStAle revenues io) han bi bette eb sah on, See NL $ 153,229 
arenas Expenses (Variable with Traffic)......................... $ 173,015 
a REVENUE AVAILABLE FOR Frxep on Liner EXPENSES............0.0-0ccccccceceee $19,786 (d) 
a 


3 VE cxip on LINE EXPENSES 


125,476 
10, 494 
6,000 
RR eae GR Bale Matyi a Mal Sa eee he Sra $141,970 
EM Seis Sato ec En ES Sever Parl Agee pe IMGiNny Iain Daca) SAMOA BCE Namen en AGL ST REE Ses a $ 161,756 
. Pras Gross SALvaGE VALUE 
DENS IV OCB MALU. a faa al! Seay ES pa be Caan $ 224,600 
Annual Savings: 
ey feet gritos calvave Value)ix 0. S/o for a ee Re $ 13,948 
Meeranat, Puxawora InPROVEMENT.....0...026:<-00c--:00e0decesecelvesseen bes se, $ 175,704 
oe ie ee a ae 
Lona TeRM CapiTaL SAVINGS 
jee Gross Replacement Cost../.....0..0 00.6. c cece eee $ 1,300,000 
. ae Less Gross Salvage Value................00.0000 00 224, 600 
mumerct leplacement Cost..c..../. hice lee ole csacsecenchecbaeeur $ 1,075,400 
Annual Savings: 
Bi (6.21% of Average Net Replacement Cost)............0 0. ccc cececceues $ 33,391 
Ss Anwvat MONG BRM BBITERMENT. 0405.56 sate oo le nales cores RE: AAR geet Mur: Gest $ 209,095 
(d) deficit 
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EXHIBIT II 


CANADIAN NATIONAL RAILWAYS 
SASKATCHEWAN AREA—PRAIRIE REGION 
PROPOSED ABONDONMENT OF THE EXAMPLE SUBDIVISION 
FROM FICTITIOUS (MP. 0.0) TO INVENTION (MP. 60.0) 
Year 1960. 


Statement No. 1 
C.N.R, SYSTEM REVENUES, TONS, AND CARLOADS BY COMMODITIES 


Se SSS SSSSSSS088SS0000—6>{[yT5900 >. 


| 


C.N.R. System Revenues Carload Traffic 
Stations — 
Pass. | Freight | Exp. Mise. | TOTAL Cars Tons 
Commodities a 
In | Out | In Out 
$ $ $ $ $ 
HONCCIXS (oy eens: 900 142,429 2,700 — 146 02971 Conley a iver 45 —_ 
Petroleum......... 60} — 
Forest Prods....... 7), — 
Machinery......... 5]; — 
Fertilizer.......... 2 — 
Cement. uos 3. es ‘l 
Grsiniyced yates oe 600 
120 | 600 3,521 | 32,400 
UNVENGION ey aes oie 600 2,600 2,500 — 5,700 — — — — 
MONA ack eu 1,500 | 145,029 | 5,200, — 151,729 120 | 600 |3,521 | 32,400 
Not traced to 
Stations 
Mail ame 
Leases 
Inward Pass........... 1,500 1,500 
GRAND TOTAL....| 3,000} 145,029} 5,200 153,229 120 | 600 {3,521 | 32,400 


eerenese eerste | ao oeeeeaeeene | aemcesenes | marieaeneneeeeere | earner | || aR | SER | Sc ne ee ee 


Deduct Duplication 


System Torau......... 3,000 | 145,029 | 5,200 153, 229 120 | 600 |3,521 | 32,400 


Pats UST DES HSRC TOSSES sa eS SE SPS a. SoS LL rc nEOE-SNIRUITIISEUA Ge IRAN 


saa Ay a »! ae oe Oe ah ee | : Py ab Taek ‘EXHIBIT U1 
CANADIAN NATIONAL RAILWAYS 
| pss By if 6 SaskaTCHEWAN AREA — PRAIRIE REGION 
me PROPOSED ABANDONMENT OF THE EXAMPLE SUBDIVISION FROM FICTITIOUS hse 
(MP. 0.0) TO INVENTION (MP. 60.0) . uy 
yr Year 1960. Nah 
ie Statement No. 1 \ 
CARLOAD MOVEMENTS BY MONTHS ” 


Jan. |Feb. Total 


120 
600 


——— | —————— | — ———— | —————————_ | [| | | | | Es Ts CO 


—_— | | | | | | | | | | — |__|} —- 


—— | | — | — | ——- | —— | — |] | SS SS | ES | SS] SS 


| — | — | — | | | | | | | |] ———_ 


———- |__| — |] ———— | — | — | —— |] — | 


In 11 9 11 
120 | 120 


educt Duplication... RESET E CNRLUAM IVRURTATSGR, GRENDEL ROATO ERS (RARTARD ARTERIES IMAP RRLSEBR) PMALTRGRLEN BREET CSIRAECROTED (DAE Taal RET RNCT MAP TTINS RD 
ARAN teh " Out 


In 11 9 


11 
120 


120 bee 


120 
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EXHIBIT IV 
CANADIAN NATIONAL RAILWAYS 
SASKATCHEWAN AREA—PRAIRIE REGION 


PROPOSED ABANDONMENT OF THE EXAMPLE SUBDIVISION FROM FICTITIOUS 
(MP. 0.0) TO INVENTION (MP. 60.0) 


Year 1960. 


Statement No. 1 
LESS CARLOAD TRAFFIC 
Tonnage and C.N.R. System Revenue based on three month sample for year 1960 


eee :_—OTF]flOaonm"“' 


es Inwards Outwards 
Tons’ | Boetaue ¢ | POMSateaaeate 
s & 
PAT TRC AROTD GY, ee clea Vee Nee ane Nk ok ays aus seh sh ORR eee lene Roe 50 2,600 — — 
MO ERE es is ices eine Pee alrees ae See ge 


TOTAL FREVEN UBC tho 2500 Us - se ee ene caer 2,600 


_— 


Sa ciple SS ie aig 


BS 
_ Cost Category Uniform Classification of Accounts Amount 
me $ 
a. 
-. Passenger Car Expenses....... Maintenance (317 pices ok. oo ko, Soy eae Utes liner ena 
oe Cleaning and Supplies (402)...........00.00 ccc cece eee c eee 3,622.45 
Depreciation (Ogi) ii Sky ie eh ee mea ee eee 
- -8.D. & P.C. Department Sleeping, Dining & Parlour Car (403 & 411)................. — 
% d Freight Car Expenses......... Maintenance (214 923i bibs i ean ie a IR 
ths Lubrication (402) 050-6036 5 a alae uel ee ee ee eee 31,006.93 
Depreciation (S31. Nees ic yo ee ee ee eae 
Train Mile 222. Train'Gontral (240)372, 404) 03). Gm oak pen 
; Train—Other Expenses AOD) er oie Sick g eM ey rie a 8, 729. 22 
: Water and Fuel Stations (231)....................000 0000, 
4 Diesel Wart Mie ee ye gla Loco.—Maintenance (311A)........... 0... cece cece eee cece \ 15. 233.87 
. Loco.— Depreciation (331)................000. f Nahe ESN Net Tee, 
- Yard Switching... 6... s0.. Yard Switching (262 to 281, 302 to 338, 377 to 389).......... 19,959.78 
E Grose ODMUNE? Shoe ccc Road Maintenance (202, 08, 12, 14, 16 & 18)................ 12, 454.97 
Road: Depreciation: (266) 250. oy ey ha ee ae 
Engine House Expense (398, 400)...................00. es : 
Crain 0co. Supplies 08d oa pk ek a ea at 2,153.47 
“rain Control (249/372, 404). vik ek sees tos Waite eter } 1,312.71 
Station Expense (373, 376) UAT ae ABA Weaiclenye te mh AMS) igre vee 
Crow. Wages: (392; 401 ory ios hue mek le eh ca aay nee 28,189.72 
Fuel G94) ceo secur sctuls oa en ety iy ey a Oe ON DEANE 4,026.85 
Caraan: Doors) (402) eres wens he ahate Pe Coen 5,971.32 
Superintendence (201, 301, 371)............. 0... cece eee eeee 9,883.92 
Traffic, General and (247, 351 to 358, 407)................. \ 8. 326.39 
Communications (451 to 458)... 0000s Stab: 
Cogtiol Money aie coe eiiice oc koh) bad ay loca roe Satie OE aie ena 16,490.61 
LCL & Express— Handling (373, 376, 470 to 475)............ 5, 653.38 
Joint Facility Expenses (278, 461, 465)...................005 
F i Operating Vessels (323, 408)........... 0... cc cece cece ee ees 
: EASA ME RATT OST Seed ON eS eh doe alg Sk need Sk Rule We wid EM ee eee Fico pcan es 173,015.59 
ao aa _—Oi——NiIA-WANIG 
ue Nore:—Figures shown in brackets refer to Uniform Classification Account Number. 


RAILWAYS, CANALS AND TELEGRAPH LINES 


23 


EXHIBIT V 


CANADIAN NATIONAL RAILWAYS 
SASKATCHEWAN AREA—PRAIRIE REGION 


(MP. 0.0) TO INVENTION (MP. 60.0) 
Year 1960. 


Statement No. 1 
ANALYSIS OF VARIABLE EXPENSES 


ie PROPOSED ABANDONMENT OF THE EXAMPLE SUBDIVISION FROM FICTITIOUS 


SS SS SS PS TSR STR =A Seer eee oe ne eee PE dE 
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CANADIAN NATIONAL RAILWAYS 
SasKATCHEWAN AREA — Pratrre= REGION 


EXHIBIT VI 


PROPOSED ABANDONMENT OF THE EXAMPLE SUBDIVISION FROM 


FICTITIOUS (MP. 0.0) TO INVENTION (MP. 60.0) 


Year 1960. 


Statement No. 1 
PHYSICAL STATISTICS 


NA es Obs Peak BANG ois es Gs Saris Me a Wye ebalee dine Did ely tulateeres feldirahe MINTS Wiel es eee wulpnalani ese anies ha 
Length 
Miles of Rail 
SRE athe Hetil eiciae tes tal tN Seta ALE VR eIa es Ramee elias a aaa va heer la 20 
MERRY ee GIs Lc, 8e Sale be Kibet AMS AIDES gmat Mae Reig Raee cS NSPRN GORA Cecelia 40 
Number 
Ties 
HENS A PEE (05 OS OO Sa MAE a aan os een haa ERE hE PAAR MIE OLS eb Es: 50,000 
BEING PED EOR EOC a ate BS kPa ay ROAR OEN a Ber os fet area 110,000 
ea bidataoe: Pit RUB GAVEL. occ soko Sicha ek eee Be Ge Cis WR EE OORT sun etal etna an 
Number 
Se ELREP Be OOR TE yi et UA NUD lho Ie elle WAR) CiRRA/ Ay eau teoy a ICAaAL auc A 35 
Highway Crossings—Level............ 0.02. cece eee tenet nas 
Location 
POPS Oa ee) atlas hal bol pad Sue MAS tal a pel Goh Golgate accel ORIG Ml atten eit M. 50.6 
M. 31.2 
Buildings 
Bad] OE e\ cy Fa1 b Se HOR NER AER ORIEN UR NE ee ASIDE hea nnd oie yoy a CMa Ale HIN ATA Wo Hite 
et EG | LOLA T CE ook Wee Sede he COED AVN AEN ET NRA aN A NBR bal Aaa sta 
rat) OVP) 0 CeO SrtA IE Ne aL EAU UME OSM MeMInti cL nes ita UNE AS See Bhindi cuarlOtyarg keen 13°, 
— Invention 


a GYeleiie ete brlelln eid lene ialinine! sitel-s, je: ial an'sl@ [aele je (elf, ef 4) /ajieielveue; ® lel eiien ® Kena) ohm be le). S | Ne [esis ee Dayo e toile lay Oc }S 


Condition 


poor 
poor 


Condition 


Good 
Poor 


Condition 


Poor 


Condition 


Poor 


Pe ee 


Condition 


Poor 
Poor 


Condition 


Age 
57 Yrs. 
57 Yrs. 

Age 
15 Yrs. 


33 Yrs. 
Age 


57 Yrs. 


Age 


57 Yrs. 


Number 


EXHIBIT VII 
aia eerie Anna—Prarre Recon 


Ga ‘PROPOSED ABONDONMENT OF THE EXAMPLE SUBDIVISION 
_ FROM FICTITIOUS (MP. 0.0) TO INVENTION (MP. 60.0) 


Year 1960. 


Statement No. 1 
ALTERNATE SHIPPING POINTS 


Miles from 
Alternate on line 
Revenue Carloads Tons Stations Railway Station 
valle tema oe. 142,429 790) 86,921 Uibanuks 0) ON 14 
Odessa.......... CN 12 
Kendal......... CN 10 
Monmartre..... CN 13 ge 
Glenavon....... ee SN, 153-1 By ! 
Pi re SLIM) c 50 : 
i EXHIBIT VIE) Gy 


CANADIAN NATIONAL RAILWAYS 
SASKATCHEWAN AREA—PRAIRIE REGION 


PROPOSED ABANDONMENT OF THE EXAMPLE SUBDIVISION fala a 
FROM FICTITIOUS (MP. 0.0) TO INVENTION (MP. 60.0) Pee a ¢ 
Year 1960. aA i 

Statement No. 1 
PRINCIPAL MOTOR CARRIERS OPERATING PERMITS AND ROUTES 


Permits Route 


GF-STL Ponteix—East Dollard—Wilkie—Luseland 
Wats el) GF-LS-STL Ponteix—East Dollard—Eston—Kerrobert—Invention 
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EXHIBIT Ix 
CANADIAN NATIONAL RAILWAYS 
SASKATCHEWAN AREA—PRAIRIE REGION 


PROPOSED ABANDONMENT OF THE EXAMPLE SUBDIVISION 
FROM FICTITIOUS (MP. 0.0) TO INVENTION (MP. 60.0) 


Year 1960. 


Statement No. 1 
ALTERNATE ELEVATOR POINTS 


eee EE EE 


Elevator 10 Year Miles Elevator 
On Line Elevator Storage Average | Alternate | Railway from Elevator Storage 
Station Company Capacity Annual Stations on line Company Capacity 
Shipment Station 
Bu Bu. Bu 
Ponteix...... Sask. Wheat 
POOle Seats. 85,000 425,000 | KENDAL] CN 10 Natl. Grain 77,000 


ST pea Ns 8 Ps ac Na nn SoS neces ne rs ee 


EVIDENCE 


LA TUESDAY, June 16, 1964. 

m (Text) 

a The CHAIRMAN: Gentlemen, we now have a quorum. This is the first 
regular meeting of the standing committee on railways, canals and telegraph 
lines. At the outset I would like to entertain a motion to specify the number 
of copies of our Minutes of Proceedings and Evidence to be printed in French 
and in English. Last year in this committee there were 750 copies printed 
in English and 300 in French. I would like to have your comments or a 
motion covering the printing of the evidence. 


7 Mr. RHEAUME: This would cover the report for Air Canada as well, would 
> it not? 

i The CHAIRMAN: Yes sir. 

(Translation) 

a Mr. GREGOIRE: Were there a sufficient number of copies last year? 

- The CHAIRMAN: There were a sufficient number of copies last year, Mr. 


Grégoire, although I should add that for the special committee we had 850 

copies in English and 400 in French. 
(Text) 
a There were 850 copies in English and 400 copies in French for the special 
- committee on the Canadian National Railways and Trans-Canada Air Lines. 

Mr. GREGOIRE: Was that sufficient? 

a The CHAIRMAN: That was sufficient. May I have a motion. 
He Mr. LESSARD (Saint-Henri): I so move, Mr. Chairman. 
— Mr. GREGOIRE: I second the motion. 
a The CHAIRMAN: It has been moved and seconded that 850 copies be 
_ printed in English and 400 copies in French be printed of the Minutes of Pro- 
ceedings and Evidence. 
(Translation) 
2 Mr. GreEGorrRE: As in the case of the special committee, do some people 
_ from the outside want copies at such times? 
= (Text) 
The CHAIRMAN: Pardon me; I should have said 850. I am sorry; and 400 in 
French. Is it your wish? 
3 Motion agreed to. 
Mr. GREGOIRE: On a question of privilege, I know that the house has 
given this committee permission to sit while the house is sitting, but I would 
- point out that today and tomorrow there will be in the house a special 
discussion of the flag issue which I think all members would like to attend. 
I think there are at least 50 members on this committee who would like to 
be in the house during the discussion on the flag issue, especially this afternoon 
and tonight, while the leaders of the New Democratic party and of the 
a Ralliement des Creditistes are speaking. 
Mr. HorNER (Acadia): What about Social Credit? 


tz. 
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Mr. GREGOIRE: Maybe Social Credit, too. There will be a vote on the amend- 
ment of the Conservative party. I do not know if everyone would agree that 
we do not sit while the house is sitting today. I think it would be something 
to consider seriously and to give approbation to. 


The CHAIRMAN: Before anybody else speaks, I am sure it has come to your 
attention that in order to examine the report of the Canadian National 
Railways and of Trans-Canada Air Lines, or of Air Canada, we have to bring 
here a great number of important officials, and that it is desirable that the 
work be completed in “‘X” number of consecutive days. I have to take into 
consideration the fact that everybody on the steering committee knew last 
week, that the flag debate would be coming up this week. I would hope that 
we could hold at least two meetings a day—even three if pussible—and we 
might shorten them. But I am in the hands of the committee, of course. 


Mr. RH&AUME: Whatever immortal words are uttered on the flag issue, 
surely they could be read subsequently, so that they will be indelibly imprinted 
in our memories. I do not think there is any need for the committee members 
¢o be there. I think the committee would be most anxious to meet as many 
times a day as it possibly can in order to go through the reports as fully 
as possible. 


Mr. Pascoe: I agree. The witnesses are very busy people, and I think 
we should make a special effort to carry on while they are here. 


The CHAIRMAN: Let us proceed then, since there is no motion. 
Mr. Grecorre: I shall put my motion in the house this afternoon. 


The CHAIRMAN: Thank you, very much, Mr. Grégoire. Now I shall ask 
our clerk to read the order of reference. 


THE CLERK OF THE COMMITTEE 
WEDNESDAY, June 10, 1964. 


ORDERED,—That the annual reports for 1963 of the Canadian Na- 
tional Railways and of the Canadian National Railways Securities Trust, 
and auditor’s report to parliament for 1963 in respect of the Canadian 
National Railways, tabled on April 7, 1964, the budget for 1964 of the 
Canadian National Railways, tabled on March 30, 1964, the annual 
report of Trans-Canada Air Lines for 1963, the auditor’s report to 
parliament for 1963 in respect of Trans-Canada Air Lines, tabled on 
March 6, 1964, and the budget for 1964 of Trans-Canada Air Lines, tabled 
on February 28, 1964, be referred to the standing committee on railways, 
canals and telegraph lines. 

Attest. 
LEON J. RAYMOND, 


The Clerk of the House. 


The CHAIRMAN: Gentlemen, as a result, your steering committee met 
last week when it was decided to proceed today with the report of the Cana- 
dian National Railways. We have with us this morning the president of the 
Canadian National Railways who is well known to us, Mr. Donald Gordon, 
together with executive members of his railways. On your behalf I welcome 
them to our committee this morning and without further ado ask Mr. Gordon 
to introduce his executive members. 


Mr. DonaLD GorDON (President of the Canadian National Railways): 
Thank you, Mr. Chairman. In accordance with custom I would like to in-. 
troduce Mr. Ralph Vaughan, Secretary of the company, who is at my im- 
mediate right; next to him, Mr. John Toole, Vice-President of Accounting 
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n ie Were ‘His title is ; self-explanatory. Then Mr. oT: W. eticoe, Vice- 
esident of Transportation and Maintenance. He will be available to deal 
lore. specifically with actual operating questions. 

- The CHAIRMAN: Now, your steering committee decided to proceed in the 
sual manner and to request Mr. Gordon to read his report in full, and 
thereafter for us to proceed section by section with the questioning. Mr. 
Gordon? 

Mr. Gorpon: Mr. Chairman, the report is addressed to The Hon. The 
Minister of Transport, Ottawa, Canada and reads: 


/ FINANCIAL REVIEW 
eneral | 
An upward movement in Canadian business activity generated heavy 
emands for transportation services in Canada in 1963. This activity gave 
anadian National an opportunity to demonstrate its ability to maintain a 
determined sales effort for competitive traffic in a busy market, while at 
the same time meeting strenuous, above-normal demands for rail services. 
‘The overall result was that the system handled its second highest volume of 
ailway business (as measured by revenue ton miles) in its history, and 
ross revenues from all services increased $27.9 million over the previous year 
») an all-time high of $800.0 million. The following table compares gross 


1963 1962 Increase 
(Millions of Dollars) 

R $725 .2 $701.6 $23.6 
ee a uucations (Commercial Services) .. 37.2 36.7 0.5 
762.4 738.3 24.1 

Hotels (Excluding The Queen Elizabeth and 
ie Hotel Vancouver) 0... ee ck cee cos eh ee 12.6 12:2 0.4 
eparately Operated sar aie Companies .... 25.0 21.6 3.4 
TOSS PROVO S ai Ln ep hinnee alate eety stag $800.0 $772.1 $27.9 


_Railway operating revenues increased $23. 6 million or 3. 4 percent to 


feat higher than 1962. The resulting net railway operating income of 
_ $5.0 million represented a $10.8 million improvement over the $5.8 million 
_ operating loss in 1962. Other income, together with net income from hotels, 
_ telecommunications and separately-operated trucking companies amounted 
) $16.2 million, producing a surplus of $21.2 million. This surplus fell short 
y $43.0 million of the amount needed to meet interest charges on outstand- 
ig debt. However, the outcome was an improvement of $5.9 million over the 
962 results, and $5.3 million better than that forecast in the system operat- 
ig budget. 


ailway Operating Revenues 

- Revenues from freight services totalled $573.5 million, an improvement of 
25. 7 million or 4.7 percent over 1962. Principal contributors to higher revenues 
yere new movements of potash, export grain shipments and increased ship- 
vents of automobiles and parts. Most of the increase in revenues from potash 
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the full effect of the last freight rate increase authorized by the board of 
transport commissioners in 1958. The payments under this subsidy increased 
$0.6 million mainly due to increased movements of commodities covered. For 
the same reason, there was a $1.1 million increase in the east-west bridge 


subsidy which provides reduced rates to shippers on certain traffic moving 


between eastern and western Canada. There was also an increase of $0.4 
million in the amount received under the Maritime Freight Rates Act which 
reduces rates to shippers on traffic moving within and out of the Atlantic 
provinces. Interim payments related to the recommendations of the royal 
commission on transportation were $1.1 million lower, reflecting the fact that the 
1962 figure included adjustments in respect of 1961. The following table com- 
pares subsidy payments in 1962 and 1963: 

1963 1962 Increase or 


(Decrease) 
(Millions of Dollars) 

Freight rates reduction SULDSIGV. pA eee $10.1 $955 $ 0.6 
Maritime Freight Rates Act .......-+-++++:: Pe 10.9 0.4 
East-west bridge subsidy ......-..-+-+-++++55 4.3 3.2 Le vitor 
Total included in freight services revenues ... ou 23.6 aed 
Pateninn Day Mentsi i. vor da ee Cur ee een ae 294 30.2 Cisky 
Newfoundland and P.E.I. steamship services .. 16.8 16.6 0.2 
Tigi pai] fC USE Re Mace Soe lr I RT MR Ao i ee LSE hey $71.6 $70.4 $1.2 


Railway Operating Expenses 

Expenses were higher in 1963, arising in the main from an increase in the 
total compensation to employees. Improved wages and pension benefits and 
contributions to a job security fund amounted to $12.5 million. Depreciation 
charges, taxes and material prices were also higher. Through close attention 
to controllable expenses, the higher costs were partially offset and despite an 
increase of 10.3 percent in the freight work load, as expressed in gross ton 
miles, railway operating expenses were held to an overall increase of $12.8 
million or 1.8 percent. 

Depreciation charged to rail operations was $87.2 million, up $1.2 million 
from 1962. This constitutes the major portion of the total system depreciation 
of $90.0 million for 1963, which exceeded 1962 by $3.1 million, primarily due 
to increased investment in depreciable property. 

System taxes increased by $1.4 million to $26.6 million in 1963 of which 
$22.8 million was charged to railway operating expenses. Included in the 
System total were $5.5 million for unemployment insurance, $18.5 million for 
Canadian provincial and municipal and state taxes, and $2.6 million for pay- 
ments under the U.S. railroad retirement act. Other taxes which were included 
in the purchase price of materials amounted to $19.3 million. 

Equipment and joint facility rents were $3.8 million, higher by $0.7 million 
than in 1962 mainly because of increased use of leased cars. 

Debt and Interest 

There was a reduction of $51.1 million in the total interest-bearing debt 
made possible mainly from the excess over capital expenditures of the funds 
derived from the company’s own resources including the sale of preferred 
stock. However, interest charges increased $1.7 million to $64.2 million due to 
higher interest costs arising from refunding of outstanding debt. 

Capital Expenditures : 

Capital expenditures chargeable to property investment account in 1963 
and 1962 appear, by major categories, in the table below. They were financed 
entirely from funds generated internally and from the sale of preferred stock. 


a 
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1963 1962 

ie (Millions of Dollars) 
i eG LEV sy 072) 2 AUG 2 Sh Uae a aa cna $ 66.0 $ 55.3 
Mera ee Lerminals A067 oe oe BEM ade Wie ai 13.6 O33 
MICE a ett hn. areata oh aie Moe cc ea us ee 3.8 5.6 
MCU Thee Ce ea. Ore hee ee be oe 5 14.0 28.8 
4 elecommunications Facilities 27)... .. 6.0. eee 27:3 Lie 
(ET Ky oot aac gee ah Ae Se eR An one 23 1.8 
ee ae $127.0 $113.5 


ee ; DEVELOPMENT 
_ Research 
ie Construction of a new laboratory adjacent to Montreal yard was under- 
i taken in 1963 in response to growing demands for increased facilities for 
research programs into improved technology, methods and materials in the 
provision of transportation services. The laboratory also provides inspection 
_ and testing services for materials and supplies purchased by the system. 
_ Through its services, continuing attention will be given to such areas of 
_ research as soil mechanics, track material and structure, equipment design, 
lubrication, fuel, corrosion control and low temperature operations. Meanwhile, 
rewarding results emerged in 1963 from earlier studies. Reaching completion, 
for example, was the development of a special car equipped with sensitive 
electronic devices for measuring track conditions under normal train speeds 
and loads. The data obtained are used for setting track standards and judging 


Operation Revenues Seasonally Adjusted at Annual Rates 


Millions $ 
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the performance of track maintenance machinery. Another technical achieve- — 
ment was the perfection of an electronic scale capable of weighing freight — 
cars travelling at speeds up to 15 miles per hour. This scale, which is the first — 
of its type to meet the rigid requirements of the federal government, is being © 
installed in major classification yards. Advances were also made in the im- | 
provement of protective coatings for railway equipment and property by | 
adapting new synthetic resins to railway uses. The improved protection pro- — 
vides more economical painting, reduced maintenance costs and longer life 


for equipment and structures. 


Branch Lines 


Construction moved ahead on the Great Slave Lake Railway which, when 
completed, will extend 377 miles from Roma, near Grimshaw, Alta., to Hay 
River, N.W.T., with an additional 53-mile branch line to Pine Point Mines. At . 
year-end, 226 miles of track had been completed, while clearing, grading, | 
bridge and trestle work progressed on the remaining portion of the line. Also, — 
administrative and operating facilities were built at Roma. The line is being — 
opened as construction proceeds and some revenue traffic has been moving — 
over portions of the line since 1962. 

In october, the 61-mile rail extension to the Matagami Lake region of © 
northwestern Quebec was formally opened. The line serves zinc-copper mining 
developments. In New Brunswick, a 15-mile branch line was completed from 
Nepisiguit Junction, near Bathurst, to a zinc-lead-copper mining property. 
in northern Manitoba to transport ore from new copper-zinc mines. 


Real Estate 

Urban development projects were advanced in several centres across 
Canada in 1963 in accordance with the system’s program to redevelop its 
real estate holdings in co-operation with municipal authorities and private 
developers. . 


In Edmonton, Alberta, agreement was reached with private interests for 
construction of a 26-storey building to house commercial offices and a passenger 
station. The structure will also provide accommodation for the railway’s 
mountain region and Edmonton area headquarters’ staffs. Construction is 
scheduled to start early in 1964. 


Proposals were invited in mid-1963 for the redevelopment of approximately 
94 acres of Canadian National property in downtown Saskatoon, Saskatchewan. 
Earlier, general agreement had been reached with the city for the ultimate use 
of the property. For CN, the plan involves moving almost all of its facilities 
to Chappell on the southwestern outskirts of the city where a new freight 
yard, passenger station and express freight terminal are being built. 


In Montreal, work will begin in 1964 on a 28-storey commercial office 
building east of the Queen Elizabeth Hotel on Dorchester boulevard. Being 
built by private interests, it is another project in the overall redevelopment of 
Canadian National’s property surrounding Central station. Meanwhile, pro- 
posals were invited for the development of the air rights over the railway 
tracks south of Lagauchetiére street. This area is a large city block in size and 
is the last of three major sections of property in the terminal area to be 
redeveloped. Also, in Central station the concourse was enlarged to provide 
additional commercial space and expanded restaurant facilities, and a new 
and faster system for handling checked baggage was installed. Sah: 


* 
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, ae with a sornreheneive industrial location service aimed at attracting 
~w resource, industrial and commercial development in areas served by 
system. During 1963, a total of 356 resource developments, manufacturing 
ants and major warehousing and distributing facilities were established in 
locations served by Canadian National freight services. An additional 181 
_ industries, already served by CN, expanded their facilities. Of these new plants 
und expansions, some 248 required private sidings. A total of 38 miles of private 
dings and industrial spurs was constructed during 1963. 


OPERATIONS 


- Construction moved ahead during the year on Toronto yard, an elec- 
onically- -controlled hump classification yard, and 34 miles of access lines. 
heduled for completion in 1965, the yard will divert and speed up freight 
erations, thereby relieving much of the current congestion in the centre of 
ronto. Similar to yards already in operation at Moncton, Montreal and 
innipeg, the Toronto yard will incorporate the latest developments in semi- 
itomatic classification. It will be capable of receiving classifying and despatch- 
g 6,000 freight cars a day and will have standing capacity for 10,300 cars. 


Revenue Ton-Miles Seasonally Adjusted at Annual Rates 
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reconstruction of freight yards at Corner Brook and St. John’s was substantially 


completed by year-end. 
Track and Signals 


As part of continuing track maintenance and improvement programs, more 


than 600 miles of new rail was laid on principal lines in 1963. About 100 miles 
of partially worn rail was laid on light traffic lines, while more than 1.4 mil- 
lion ties were installed across the system. } 

Centralized traffic control signalling was installed along about 500 miles of 
mainline track in 1963. The work was carried out principally in western 
Canada and brought the mileage of CTC-equipped track on the system to 
3,209. A centrally-controlled signalling system, CTC expedites train move- 
ments and increases track capacity. 


Data Processing 

A comprehensive data processing information system, covering all freight 
and passenger train movements, went into operation on the Atlantic, mountain 
and prairie regions. This computer-based information system assists manage- 
ment in improving customer services and in strengthening managerial con- 


trols to produce more economical and efficient operations. It is expected this 


system will be extended to the St. Lawrence and Great Lakes regions in 1964. 
This is one example of CN’s efforts to realize the full potential of present-day 
data processing techniques. 


Work Study 


Increased productivity is being achieved regularly through work study R 


programs which seek out the most efficient use of men, materials and equipment. 
One of many examples is the recent introduction of a modern production plan- 


ning and control system in main shops at Point St. Charles, (Montreal) and 


Transcona, Manitoba. The results from this method of control have been 
encouraging and it will be applied to other repair facilities on the system. 


FREIGHT SERVICES 
Sales 


In many respects, the high volume of business obtained by Canadian Na- 
tional in 1963 represented concrete rewards from long-range sales-development 
programs that have been implemented as part of the System’s comprehensive, 
market-oriented approach to the sale of railway services. This approach, adopted 
in 1960 and which involves adapting railway services to meet customer require- 
ments, is growing in importance as a key to expanding CN’s share of what 


promises to be a more openly competitive transportation market in the future. | 


The freight sales organization is currently reviewing the system’s competitive 
position in anticipation of greater freedom in pricing which may result from 
federal government legislation based on the recommendations of the royal 
commission on transportation. | 

Customer research service, a new concept in customer relations and service, 
was offered on a system-wide basis in 1963. It makes the various technical and 
research groups within the railway available to customers to assist in developing 
systems for shipping or materials handling, and in seeking solutions to general 
distribution problems. 


Services 
Productivity of freight trains reached a new peak in 1963 with an average 


of 56,600 gross ton miles per freight train hour for all types of freight trains. 


This was more than, double the figure of 27,800 recorded in 1950. Scheduled 
fast freight trains alone averaged 83,500 gross ton miles per freight train hour. 


7 Age a oe ; “ wien : * _ 
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_ A new fast freight train was inaugurated in October between Toronto and 
i _ Winnipeg, with connections to points in western Canada and the Pacific coast. 
_ This was the third consecutive year in which a new fast freight train was placed 
a in service to improve shipping schedules between eastern and western Canada. 
eS “Aquatrain”, the freight car ferry service inaugurated in 1962 between 
Prince Rupert, British Columbia and Whittier, Alaska, was extended in 1963 
_ by the addition of a rail car barge to serve the port of Saxman, on Ketchikan 
_ Island, Alaska. 

_. The use of containers was expanded in certain operations, while studies 
__ were undertaken to find further specific uses for them, especially in the express 
_ freight field. One hundred and twenty-seven all-steel containers were built in 
_ railway shops to meet growing requirements in the shipping operations between 
_ the mainland and Newfoundland. The containers allow cargo to be transferred 
' quickly and efficiently between train and ship at the loading and unloading 
points. 

e Piggyback services expanded in 1963 with tonnage increasing by 5.9 
_ percent and revenues by 6.3 percent over 1962. Additional points in Ontario 
_ and British Columbia were included in Plan 1 piggyback under which commer- 
| cial trailers are carried. In Montreal, a modern terminal was established in part 
by of the old Turcot classification yard to facilitate piggyback operations. 


_ Equipment 

sy Growing requirements for special-purpose freight equipment were met in 
_ 1963 through conversion programs and the purchase of new equipment. In order 
hig to increase the supply of cars for wheat traffic, 1,000 hopper cars, normally used 
_ for hauling gravel, were equipped with plywood tops in CN shops and placed 
_ temporarily in grain service. Modifications were made to 100 gondola cars and 
_ 50 box cars to make them suitable for handling wood chips, while another 100 
_ gondola cars were equipped to carry pulpwood. Bulkheads were installed on 
_ 130 fiat cars assigned to pulpwood or lumber traffic. One hundred and five ore 
_ ears were modified to handle pelletized ore. Doors were widened on 500 standard 
_box cars in response to a growing demand for cars which can be loaded and 
unloaded by fork-lift trucks. Programs were started to convert 100 ice refriger- 
_ator cars to mechanical refrigeration through a method developed by CN, 
_and to install underframe cushioning devices on 100 newsprint cars to protect 
loads from damage. New equipment orders included 55 tri-level automobile 
transporters, 100 covered aluminum hopper cars and 100, 70-ton flat cars. 


ae 


ae “ 

_ Express Freight 

_..___ Express freight, the system’s co-ordinated road and rail service for package 
- and non carload shipments, was further developed in 1963. The new service is 
emerging from the gradual consolidation of express and LCL (less than carload) 
ee freight services across the system, and is based on trains handling the long haul, 
_ between centrally-located road-rail terminals, and highway vehicles performing 
_ pickup and delivery services in the districts surrounding these central points. 
ee An integral part of the development of express freight is the application of the 


_ Master agency concept which provides customers in smaller and scattered com- 


_ service. The master agency plan was tested in 1963 in the Atlantic region where 
fee it has been well received by customers and community interests. A similar test 
be is under way in the mountain region. Also, express and LCL operations were 
__ integrated at a number of points on the system, including Bonaventure terminal 
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Trucking Subsidiaries 


Net operating profit for the eight separately-operated trucking companies 
and two associated terminal companies, whose stock is owned by Canadian 


cag 


National Transportation, Limited, was $1.3 million. 


PASSENGER SERVICES 
Sales | | a 
Revenues from passenger services were $44.4 million compared to $44.0 


million the previous year. This result was achieved despite a 6 percent reduction 
in the number of passenger train miles operated and it maintained the position 


attained in 1962 when a prolonged decline in revenues was halted. 


The system extended its comprehensive marketing and sales program in © 


‘yes 


i 
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1963. Directed toward expanding Canadian National’s share of the travel market, _ 


it involves modern pricing concepts, improved schedules and equipment and — 


expanded services for passengers. 


The red, white and blue fare plan, in which ticket prices vary by days 
according to traffic demands, was extended following a one-year experiment — 
between points in Quebec and the three maritime provinces. The experiment — 
indicated that passenger business could be substantially increased through this — 
form of pricing and the new fare plan was extended to include Newfoundland, 


the transcontinental route, lines in southwestern Ontario, four western prov- 
inces and, in cooperation with the Ontario Northland Railway, between Toronto 
and points in northern Ontario. 


Schedules and Services 


Coincident with the extension of red, white and blue fares, improvements 
were made to schedules, equipment and on-train services. The schedule of the 
super continental between Montreal-Toronto and Vancouver was shortened 
by almost three hours, providing more convenient departure and arrival times 
at all principal cities across the country. At the same time, smartly redesigned 
equipment was introduced. Coaches were refurnished and a refreshment lounge 


for coach passengers was added, while a club lounge was provided for passen- | 


gers with sleeping accommodation. Coach accommodation was placed on a 
reserved basis, at no extra cost, and attendants were assigned to see to the needs 
of coach passengers. 


Free coach reservations and services of attendants were also introduced on 
the ocean limited between Montreal and Halifax. 


Other improvements in service included a reduction in the schedule and 


better equipment for the scotian between Halifax and Montreal to provide a 
service comparable to that of the ocean limited and especially timed to make 
connections in Montreal with trains to and from Toronto and southwestern 
Ontario. In New Brunswick, the conventional trains between Moncton and 
Saint John were replaced by self-propelled railiners to provide faster schedules. 


Other travel features introduced in 1963 included charter coaches and sleep- 
ers for groups, and car-go-rail, whereby passengers’ automobiles are trans- 
ported in conjunction with their rail trips. A CN-financed charge-a-trip plan 
for travel on the system’s lines in Canada went into effect early in 1964. 


Administration 


In an administrative change in the sales organization at system headquar- 
ters in January, 1964, the passenger sales and services function was given 
the status of a full department, headed by a vice-president. This move was ir 
recognition of the growing importance Canadian National is attaching to its 
passenger business and acknowledges the public’s response to CN’s oftortate 
enlarge its share of the travel market. Roaaeh 


= 


an in 1962. This was due to the combination of lower revenues and increased 
penses in the hotel and high expenses during the early operation of the new 
ace Ville nie restaurants. The following table compares net income in 


1963 Income or (Loss) 1962 


mgome before major repairs... 65.6600... $ 331,114 $156,557 
fajor POSES 4) SOUIGINES pie cece ew eg 354,947 — 
MMC ORI OLE (IGSS Goss br. wien ee ela e's (23,833) 156,557 
MMe VANCOUVER. yds oe Saeko he (247,842) ; 116,496 
Jueen BZA CLA WOE i ee eee We 1,622,393. 2,012,918 
Be income from hotels...) 600) 20 $ 1,350,718 $2,285,971 


provements 


A five-year program to modernize the hotels was begun in 1963. Plans 
x for air- conditioning, expanded parking facilities, refurnishing, redecorating 


in “luded the continuation of the rebuilding program at Jasper Park lodge, where 
nine ‘Mmultiple-unit cabins were built to replace 12 outdated structures; air- 


Bisa a ieee ee during the AG 


her Developments i 
in July, Canadian National acquired Canadian Pacific’s interest in the 
Vancouver Hotel Company Limited which operated the CN-owned hotel. Sub- 
uently, an agreement was entered into with Hilton of Canada Limited for 
- mangement and operation of the hotel, an arrangement similar to that 
r which the Queen Elizabeth hotel in Montreal is operated. A major reno- 
n and modernization program will be carried out on the property over the 
three years. 


TELECOMMUNICATIONS 
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Telecommunications Revenues from Gommercial Services 
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Growth in plant capacity amounted to 64,000 carrier telephone channel 
miles and 66,000 carrier telegraph channel miles, for percentage increases of 
11.5 and 5.2 respectively. Six new telex exchanges were opened, bringing the 
total to 67 exchanges serving 614 communities across Canada. The number of — 
subscribers rose to 6,000 from 4,600 in 1962. 


Two new microwave systems were completed, the larger being the Mont- 
real-Vancouver system built jointly by Canadian National and Canadian Pacific. 
With the existing systems east of Montreal, the new system forms a transcon- 
tinental trunk route serving major centres across Canada. It is also the North 
American land link for the commonwealth telecommunications system between 
the United Kingdom and Canada, New Zealand and Australia. Initially, the 
Montreal-Vancouver microwave system will be capable of carrying 600 voice 
channels which may be used for telephone, telegraph, facsimile and other types 


of transmission. It can be expanded readily to provide additional voice channels 
or television services. 


The second microwave facility, a tropospheric scatter-wave radio system, 
reaches from Hay River, N.W.T., to Lady Franklin Point on Victoria Island in 
the Arctic, a distance of 554 miles. While constructed for defence purposes, the 
system will also enable CN Telecommunications to provide commercial com- 
munications to Coppermine and Cambridge Bay, N.W.T. 


Other activities in Northern Canada included: a start on construction of a 
1,020- mile pole-line system which, when completed in 1965, will provide com-— 
munication services to a number of communities in the Mackenzie River Valley 


RAILWAYS, CANALS AND TELEGRAPH LINES 39 


_ between Hay River and Inuvik, N.W. T.; initial work for the expansion, in 1964, 
_ of the capacity of the 1, 200-mile microwave system between Grande Prairie, 
_ Alberta, and the Yukon-Alaska border, and a start on the installation of new 
_ telephone, telegraph and radio systems ae the communities in northern British 
Columbia, the Yukon and Niorthwest Territories. 


Me In Newfoundland, a project to increase the capacity of the microwave link 
: _ between St. John’s and Sydney, Nova Scotia, was begun. Also, construction of 
_ communications facilities to the north coast and south coast areas was under- 
_ taken, and dial telephone exchanges were installed in 18 communities in the 
province. 


PERSONNEL AND LABOUR RELATIONS 


_ Labour Relations 
i -In November, new contract demands were received from unions rep- 
_ resenting more than 66,000 Canadian National employees. Involved are 15 
Be unions, representing 57,500 non-operating employees, and the Brotherhood of 
_ Railroad Trainmen representing some 8,600 conductors, trainmen, and yard 
_ employees. Contracts with both groups expired on December 31, 1963, and in 
_ January 1964, a two-year agreement was reached with the Brotherhood of 
_ Railroad Trainmen involving an increase of 5 percent in wage rates. The non- 
_ operating unions negotiate jointly with Canadian National, Canadian Pacific 
_ and five other railroads. While a number of meetings was held between the 
_ railways and the unions’ joint negotiating committee, no progress was made, 
- and in January the parties sought the conciliation services of the Department of 
© Labour. 
ie Under the terms of the previous agreement with the non- -operating unions, 
dated November 2, 1962, a joint management- -union committee was established 
_ to work out the specific provisions of a work security plan, and to revise 
' seniority and related rules. The railways advanced an overall proposal for this 
_ project to the committee in April, and while progress was made in developing 
_a workable plan, there were, at year-end, points in dispute which had yet to be 
it settled. 
% In the United States, the arbitration board, established to hear the work 
rules dispute between the railways and their operating employees, announced 
its findings on November 26, 1963. The award provides for gradual elimination 
i of firemen and establishes midelines for the parties to negotiate future changes 
_ in the make-up of train crews. Implementation of the awards was delayed 
a because the unions are contesting it before the courts. 


i During the year, eight contract settlements covering some 2,000 employees 
‘a ein seven hotels were achieved. In addition, five collective agreements were 
of signed with other groups of employees including a five-year agreement for deck 
. -Officers in the Newfoundland Steamship Services. 


o 
We 


_ Employee Relations 


i 
igs Training continued to receive special attention during the year. A new 
"training centre was established at Saskatoon, bringing training opportunities 


_ within more convenient range of the company’s many western employees. 

ee In addition to established programs to keep employees informed of new de- 

__velopments and other matters of interest to them, a series of meetings was held 
in June during which the president and other senior officers discussed the 1962 

Benue) report and future company activities with the general chairman of 


jar 
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Continuing attention was given to the development and implementation e 


of measures that will gradually cause the system to reflect the bicultural — 


character of Canada to a greater degree in its operations and personnel com- 
position. 


Pensions and Welfare : 

Total charges against CN earnings for pensions (excluding United States © 
railroad retirement taxes of $2.6 million) in 1963 compared with 1962 were as | 
follows: 


1963 1962 Increase or 
(Millions of Dollars) (Decrease) 
1935 and 1959 pension plans $28.2 $26.3 $1.9 
Pre-1935 plans, etc. (including 
LC. & P.EI. Railway Employees’ 
provident fund) 7.0 ‘tok (0.1) 
Total $35.2 $33.4 $1.8 


Exclusive of payments made under the United States Railroad Retirement — 
Act, there was paid to pensioners and beneficiaries, under the various Canadian — 
National pension arrangements, a total of $37.4 million in 1963, and 30,411 in- © 
dividuals were receiving such payments at the year end. ey 

Charges against CN earnings for welfare plans providing hospital-surgical- — 
medical benefits and life insurance were $6.4 million in 1963. ; 
Corporate Structure | 


Under a continuing program to simplify the corporate structure of Cana- 
dian National Railway Company, six constituent companies were eliminated. — 
They were Canadian National Hotels, Limited; The Central Counties Rail- — 
way Company; The Montreal Stock Yards Company; The Montreal Warehousing 
Company; Yellowknife Telephone Company, and, effective January 14, 1964, 
Montreal and Southern Counties Railway Company. “ 
CN-CP Act 


Areas where co-operative measures might be undertaken were explored f 
in discussions with the Canadian Pacific Railway Company. 


Board of Directors 


On July 2, 1963, the government appointed Mr. C. A. Pippy of St. John’s, 
Newfoundland, to the board of directors for a term expiring September 30, 1965. 


THE OUTLOOK 


In many respects, 1963 was an exceptional year for Canadian National 
Railways. A buoyant economy and an unusually high demand for transportation 
services put to a rigid test the overall efficiency of the new plan of organization 
introduced early in 1961. Considering the complexity and the far-reaching 
nature of the changes which had been made, the first since the formation of 
the system in 1923, it was considered that noteworthy progress had been 
achieved in a relatively short time. The entire work force proved effective in 
enlarging the railway’s share of traffic in competition with other carriers, and | 
the capacity of the plant fulfilled the demanding objectives. The result was that 
the system did more business than ever before with gross sales reaching $800 
million, and had the second highest volume of revenue ton miles in any year 
of its history. It was significant that this volume of business was handled at an 
unparalleled level of efficiency. For example, the 40.2 billion revenue ton 
miles carried in 1963 was surpassed only by the 41.9 billion carried in 1956; 
the 1963 traffic, however, was handled with 13,000 fewer pieces of freight 


equipment than required in 1956, mainly because of improved car utilization 
and distribution techniques. 
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ah ‘The 1963 ee auaices tastrated as well, the ability of the railway plant 
.) Sueort a large volume of additional business without greatly increasing its 
total expense. While the freight work foad increased 10.3 percent over 1962, 
railway operating expenses rose only by 1.8 percent. 


a An important part of the achievement of 1963 was the contribution Cana- 
_ dian National made to the successful delivery of the large export grain orders. 
_ This immense task came upon the railway unexpectedly, and the company 
responded in the national interest to meet the requirements of the Canadian 
ia Wheat Board efficiently and expeditiously. From the beginning of the 1963 crop 
. year in August, the system transported 85,500 cars of grain, or 169 million 
- bushels, and at year-end was more than 3, 000 cars ahead of schedule in its 
_ deliveries. All of this additional work load was performed without disruption 
_to regular services or other shipping needs. 


The foregoing accomplishments, regarded as significant indicators of im- 
_ proved sales effort and operating efficiency, are not, however, apparent in the 
on-paper financial result. While gross sales were higher, the work load greater, 
and inventory and controllable expenses held firmly in line, the net income 
_ was insufficient to meet the interest burden which produced a deficit of $43 
_ million. Most of this debt can be identified as a legacy from the past through a 
_ deficiency in depreciation practices which restricted the company’s ability to 
_ finance capital expenditures from internal sources. The provisions of the Capital 
_ Revision Act of 1952 have now run their normal term and, as was the under- 
standing at that time, the effectiveness of the measures is being re-examined 
oS in light of approximately ten years’ experience. The basic principle of the 
capital revision proposals which the company has recommended to the govern- 
ment is that the railway be relieved of the crushing burden of debt charges 
which make the annual profit and loss account such an inaccurate reflection of 
management and employee efficiency. In the new competitive environment 
envisioned by the intended legislation based upon the MacPherson Royal Com- 
mission on Transportation, it is deemed essential that Canadian National be 
laced in a position whereby it can be judged and held accountable on the 
same basis as its competitors. The board of directors and management consider 
hat if the company is destined to chronic deficits, then this will not only be 
everely damaging to the morale of the personnel but con in fact, have a 


; ion industry. 


_. Canadian National is a valuable national asset and occupies a prime and 
nique role in the life of Canada. Its objectives of providing an efficient and 
cconomic transportation system can be fulfilled more satisfactorily if the ac- 


" ‘The card of directors once again takes pleasure in expressing its appre- 
ee wire tion for the continued loyal services rendered by officers and employees 


Signed on behalf of the board of directors. Montreal, March 16, 1964 
so. The CHAIRMAN: Thank you, Mr. Gordon. Have you anything further to 


_ Mr. GORDON: That is my full report. 


The CuarrMAN: There are certain financial and statistical statements which 
m part of this report. Is it the wish of the committee that they be printed 
the minutes of evidence without being read? 


_ Agreed. 
_ The financial and statistical statements follow: 


42 STANDING COMMITTEE 


CONSOLIDATED BALANCE SHEET AT DECEMBER 31, 1963 — 


ASSETS 


Current Assets 


(ORT ele nS secs Naot Ne pts a Rohe CA AME SES DNS er oa ants a 
MeCOUNES TECELVADIE 1. 5.5 ois.2hs Since e mRAP rates ile eishats, Jeet 8s 
Material and supplies: 020.0 cues een ham ee ee ee 
ORher- Current, ASSEts oso. es pee eae ero nigel a Sting ae 
Government of Canada—Due on deficit account......... 


Dp STETTACE TELUS hoes FOSS ae RE Se ANT ee lee EN ale eter © Os veset 


Investments in Affiliated Companies Not Consolidated 
rang: CAnAGA AIT LANCS: sas. ooiee nr ioinenn ee ante mete went ts 


Jointly operated rail and terminal facilities............. 
Property Investment 


| SH(0 REE G0) 1002) 1 Rae SEL Ee RCC ion rth Pe: Aon gh 
Other physical properties..............-----ee esse eeee 


$ 32,707,012 
87,811,533 
62,990, 782 
20,275,051 

8,513,517 


el b Tede: fe) oe aF ie 8) S10 ELE, 


242,471,000 


48,539,703 


2,515,851, 946 
1,324, 952,640 
123 694,663 


3,964,499 ,249 


Less recorded depreciation. «2... ).60- eee we eee ae 


Other Assets and Deferred Charges 


CUCM ETON VESEINENLA. > cic’: ice ste Sule be oe Woe or ee are aera 
HCO GAY EDEN TS 0 ticity. hors cial peng lola ne mene eae ieee et untae 
Unamortized discount on long term debt............... 
OTC S OSC TRIS at Aeon e ai Tel ou doe ace wee: Goatees Sie eea | tal ean ae me 
WDererreu COATES, os\o2 vr 6"... 'd le eae ects eer ees ee eee 


Current Liabilities 
PRC COMM LEEPER ADO, id tie rapenets: ope eave 2. 7ee # heeds eed hae 
PEPER CHAT EES: sues d hin st eae. ea ble ele an ey OE Me 
Other current liabilities. 2. <0. hea sea ae es VS 


Provision for Insurance............ Pe Se Ne ate AR al Me ad eet eee 
Other liabilities and Deferred Credits............0.0 cece cece 


Long Term Debt 
LENS AE (Dts oe le Ra Ns Se Oa NER RENE ST pees Se Aaah? 


SHAREHOLDERS’ EQUITY 
Government of Canada 


6,000,000 shares of no par value capital stock of Canadian 
National Railway Company..................+.-- 
991,504,556 shares of 4% preferred stock of Canadian 
National Railway -Company. ..s9.,snuieu ae al ree 
Capital investment of Government of Canada in the 
Canadian Government Railways................... 


801,049,925 


3,576,549 
2,464,684 
19,489,453 
9 989,523 


10,578,349 


$ 64,815,458 
23,756 , 029 


3,052,302 


oe ee ee oe we eee 


1,380, 898,764 


410,354,762 


359,963,017 
991,504,556 
440,912,615 


1,792,380, 188 


Capital Stock of Subsidiary Companies Owned by Public....... 


4,485,785 


The notes on page 22 are an integral part of this Balance Sheet. 


$ 212,297,895 


17,500,000 — 


291,010,703 


3,163,449 324 


46,098,558 


$3 ,730 ,356 , 480 


$ 91,623,789 


17,500,000 
33,113,192 


1,791,253 526° 


1,796, 865,973 


$3,730,356, 480 


L. J. Mills, Comptroller. 
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1963 1962 
Railway Operating Revenues.....................0000. $ 725,181,334 $ 701,622,754 
_ Railway Operating Expenses.......................... 720,169,669 707 ,442 ,091 
Net Railway Operating Income or (Loss)......... 5,011,665 (5,819,337) 
: Net Income from: 
_. Telecommunications department................... ) 5,367 , 458 5,619,686 
, cE Ty hs Zags aria eda A Nala eh PORE 1,350,718 2,285,971 
oe Separately operated trucking companies............ 1 , 283 ,213 875,975 
8 MeL INCOLNC fen ee ih ie ANOS ed Noe Oe ta ae 8,177,720 10,616,841 
“ 16,179, 109 19,398,473 
a Net Income before Interest on Debt............... 21,190,774 13 ,579 , 136 
ri Interest Charges: 
Waralmterest on debt, 5... hee ec ee Sh we 75 ,822 , 804 74,017 ,366 
Less interest received on loans to Trans-Canada Air 
TOE. 5 ch Le BORD ge sel ee ARI NNT den ge BILE Oe ae 11,618,513 11,518,776 
Piet Interastion Debb. 2) 0.3... 6. elo eee: 64,204,291 62,498,590 
4 IG errr on i eerie te $ (43,013,517) $ (48,919,454) . 
ae AUDITORS’ REPORT 
i ; To The Honourable The Minister of Transport, 
_ Ottawa, Canada. 
We have examined the consolidated balance sheet of the Canadian National Railway System 


ia at December 31, 1963 and the consolidated income statement for the year ended on that date. 
_ Our examination included a general review of the accounting procedures and such tests of ac- 
_ counting records and other supporting evidence as we considered necessary in the circumstances. 


bs In our opinion, subject to the position with regard to depreciation accruing prior to the 
a adoption of depreciation accounting as referred to in Note 1, the accompanying consolidated 
__ balance sheet and the related consolidated income statement are properly drawn up so as to give 
a true and fair view of the state of the affairs of the System at December 31, 1963 and of the 
_ results of its operations for the year ended on that date according to the best of our information 
_ and the explanations given to us and as shown by the books of the System, and in accordance 
a with generally accepted accounting principles applied on a basis consistent with that of the 
_ preceding year. 

i We further report that, in our opinion, proper books of account have been kept by the 
_ System and the transactions that have come under our notice have been within the powers of 
the System. 


~ McDonald, Currie & Co., 


_ Chartered Accountants. February 25, 1964 


Minh bh Cate. 8. Sad i Ae ake ay ite’ 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS AT DECEMBER 31, 1963 


Note 1: Property Investment 


Additions since January 1, 1923 have been recorded at cost and properties and equipment a 
brought into the System at January 1, 1923 are included at the values appearing in the books of — 
the several railways now comprising the System to the extent that these have not been retired x 


or replaced. 


Depreciation on Canadian Lines: Depreciation accounting as adopted for equipment in 4 
1940, for hotel properties in 1954 and for track and road structures and all other physical properties 


except land in 1956 has been continued in 1963. The depreciation rates used are based on the 


estimated service life of the properties but do not provide for depreciation which was not recorded — 


in prior years under the replacement and retirement accounting principles then in force, nor for — 


extraordinary obsolescence resulting from the introduction of more efficient equipment. 


Depreciation on U.S. Lines: Replacement accounting for track and depreciation accounting . 
for equipment and other property except land has been continued in accordance with the regula- 


tions of the Interstate Commerce Commission. 


Note 2: Material and Supplies 


The inventory has been priced at laid down cost based on weighted average cost for ties, rails 


and fuel and latest invoice price for new materials in general stores, and at estimated utility 
or sales value for usable second hand, obsolete and scrap materials. 


Note 3: Capital Stock 


The capital stock of the Canadian National Railway Company (other than the four per cent _ 
preferred stock) and the capital investment of Her Majesty in the Canadian Government Railways | 
are included in the net debt of Canada and disclosed in the historical record of government assist- _ 


ance to railways as shown in the Public Accounts of Canada. 


Note 4: Major Commitments 


(a) Pension Funds: 


The Company has given a written acknowledgement to the Trustee of the Pension Funds for — 


an amount not exceeding $395,000,000 for the outstanding liability in respect of prior service of 
active employees. 


(b) Vacation Pay: 


In accordance with past practice the Company has not recorded the liability for vacations | 


earned in 1963 which will be paid in 1964. 


(c) Chicago & Western Indiana Railroad Company: 


The Grand Trunk Western Railroad Company is liable jointly and severally with four other | 


proprietors as guarantor of principal and interest with respect to $10,997,000 First Collateral 
Trust Mortgage 43% Sinking Fund Bonds due May 1, 1982 of the Chicago & Western Indiana 
Railroad Company. In addition, the proprietors are obligated to make annual sinking fund pay- 


ments sufficient to retire the bonds at maturity and to meet interest as it falls due; in the absence — 
of default of any of the other proprietors, Grand Trunk Western’s proportion of such annual > 


payments is one-fifth. 


(d) The Belt Railway Company of Chicago: 
The Grand Trunk Western Railroad Company is liable jointly and severally with eleven other 


proprietors as guarantor of principal, interest and sinking fund payments with respect to — 
$36,505,000 First Mortgage 43% Sinking Fund Bonds series ‘‘A’”’, due August 15, 1987 of the Belt 
Railway Company of Chicago. Each proprietor is to make payments to the extent required in — 
proportion to its usage of the Belt’s facilities in the preceding three years. For the three years 
ended December 31, 1963 Grand Trunk Western Railroad’s usage was approximately 2.1% of | 


the total. 


(e) Detroit & Toledo Shore Line Railroad Company: 


The Grand Trunk Western Railroad Company is jointly and severally liable with one other ‘ 
proprietor as guarantor of principal, interest and sinking fund payments with respect to $2,708,000 
First Mortgage 34% 30-year series ‘‘A’’ Bonds, due December 1, 1982 of the Detroit & Toledo — 


Shore Line Railroad Company. 


| 
| 
| 


_ RAILWAYS, CANALS AND TELEGRAPH LINES 45 
- RAILWAY OPERATING REVENUES 


1963 1962 


Cr 


$573,477,011 $547,799,257 


i eee gor Beevicee: 
RIAOSOUIBER lees Rin Het aw wir tL Ms ecu urer a Cdn le 


Sleeping, dining and parlour car, etc..................-- 


34,491,894 
9,862,221 


34,331,531 
9,645,296 


44,354,115 43,976,827 


10,626,819 
45 , 602,316 
22,064,172 
29,056,901 


11,030,572 
46,963,146 
21,650,472 
30, 202 , 480 


Interim Payments—Royal Commission on Transportation... 


$725, 181,334 $701 , 622,754 


| RAILWAY OPERATING EXPENSES 
Road DELS rg 074 VEC Ca IN EE De SIRO a CN 


$143 , 181,049 $142,878, 959 
Equipment RAR MECNARCE rye) he wim iy nor ues RCM a) Nh 151,924,929 148,450,417 
_ Transportation (OGL CREO UNAS ESHER GUM MERE AOE is eg UN VEE aD CE 312,530,459 309 , 058 ,698 — 
17,182,774 16,361,800 
6,956, 866 6,152,519 
61,725,269 58,704,428 
693 , 501, 346 681 , 606,821 
Railway OG a PEN kg NOME RE BLOT AIS gE SU OPR aeC S ua Y 22,839,768 22,746, 605 
" Equipment Afid Jomt. Pachity Rents iio we eh ai 3,828,555 3,088,665 
$720, 169, 669 $707 442,091 
OTHER INCOME 
pda VP ar NS OHSS aa RAE Se SELLA ge YS Ca aR $ 3,707,769 $ 3,443,272 
em eEEMTTOCOTA GE dousitiar cuit ia Wal ee nash shag kde: LN MOM SL RL 2,160,206 1,976,129 
ORT OO i pc ean sin hd SM HUI wiv deh shader rg we eta WSs. ol Sud 294,311 239,617 
Amortization of premiums on shares purchased... a (2,092,660 ) — 
Profit erornmete Or Teal PYOPeLEy cee ey cleoaree wile Sided 4,548, 963 2,435 , 994 
moreased: provision for INsurance. 50. el ks le ee (2,500,000 ) — 
Miscellaneous Ey NARS 1 CAMARO ONE A 2 De NY RAE SOIT A HE 2,059,131 2,521,829 


$ 8,177,720 $ 10,616,841 
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| 
: 
PROPERTY INVESTMENT STATEMENT 
Property Investment at December 31, 1962.........-- 0-1 sees seen eet nets $3, 890, 909,261 : 
Capital Expenditures in 1963 “a 
New lines and diversions.................- $16 , 894, 937 
Roadway improvements............-.-+--: 36, 784,387 
Rarge terminals. 52.26. 0+ dese ea eyes Oe 13, 569,383 
Yard tracks and sidings................4.- 1,933,865 
j 5 bv Tc bis 4: Raees RAR Ma RAD IPI MeCN E IS noe c ma 3,817,361 
Highway crossing protection.............. 249 , 235 
SIGHS Mali gieasice iu isle a ie nine des Uct teas 3,384, 432 
Roadway and shop machinery............. 1,685,641 
OEE TACILIDIES cas inc rot le: fein eral Le ven eaeteas 1,335,151 
Total—Road Property............-.. 79 , 654, 392 
SPAN CUYHNES $y oes ido paeedhoh Ren wereeer este 3,767,491 
PSI DINOM Gree riers se gare Uhh <b reaps, ise sane 14,027,119 
Telecommunications.............:..00+6- 27 , 335,643 | 
Pete haat NH! te ay reer tah es 2,265,537 
———————— $127,050,182 
Government of Canada net expenditure on Canadian | 
Government Railways... fi. eee eee eaetan 1,645,579 | 
Additions—U.S. Lines—in accordance with I.C.C. Order 
Wea SS 7 are Oe Re Ee Mee Nm e eee cor fica A UNDA oe 545, 500 
Macditions to. property 1; L963.0.0).% wear), 2h ols ote paeei oes Oo 129 , 241,261 | 
Deduction in respect of property retirements in 1963....... 55,651,273 
——_—_—_—__—_ 73,589,988 
Property Investment at: December 31, 1963.............. 0.0 cece eee eee eee eee $3, 964,499,249 — 
RECORDED DEPRECIATION STATEMENT | 
Recorded Depreciation at December 31, 1962............... 0.2. e eee eee eee $ 738,344,856 
Add Provision for depreciation for the year . 
EGS EIDRODCELY vr eu oe be he See $ 50,097,625 i 
PILI ces aod Sense whats os, one Mes 45,058,777 
Other Physical Properties................. 3, 892,679 . 
i recermereecree een vate 048 ).\0 2081 
Increase in recorded depreciation—U.S. Lines— | 
in accordance with I.C.C. Order No. 32153........... 545, 500 | 
99,594,581 : 
Deduct Net Charges in respect of property retirements..... 36,889,512 
_——_———_—_— 62,705,069 © 
Recorded Depreciation at December 31, 1963.............. 0... cece ec ee teers $ 801,049,925 
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: . Transactions 
Be | Year 1963 
me Percentage Investment at Increase or Investment at 


Held Dec. 31, 1962 Decrease Dec. 31, 1963 


‘The Belt Railway Company of 


Chicago 

. Wapital Stocks. ei. Se 8.33 $ 240,000 $ 240,000 

Memencvances on 2.0. eel. eee 46,731 $14,942 61,673 

Chicago & Western Indiana Railroad 

Company 

| PE UGC im. 6 ow eg 20 1,000,000 1,000,000 
PRICES Ri a UA aie cics 7,113,869 Bator 7,086,737 


The Detroit & Toledo Shore Line 
Railroad Company 


aah BLOCK eric ls oi es 50 1,500,000 1,500,000 
Detroit Terminal Railroad Company 
| peal BLOCK hoot acoso ke. 50 1,000,000 1,000,000 
N orthern Alberta Railways Company 
! Capra stock eto oO ek: 50 8,540,000 8,540,000 
ROMS EN ih aiid ool ale idee 50 16,902,500 16,902 , 500 
The Public Markets, Limited 
: BP ABirAl LOC. Va fee an ss 50 575,000 575,000 
Railway Express Agency, Inc. 
Me oapital Stock 2.0) ee 0.6 600 600 
BIW ATICOR byt on. oie s0h se sbe i ewe 173,493 173,493 


The Shawinigan Falls Terminal 
Railway Company 


Samia mickey ei. Seal 50 62, 500 62, 500 
The Toronto Terminals Railway 
Company 
MO Dita SLO ie Oy oe 50 250,000 250,000 
“OUT Sip ac eee la 50 11,012,200 65 ,000 10,947,200 
PRIVATE OR 3 ap hy 601,202 Sate sale 200 , 000 200 , 000 
a Matabe ce 4 een mre ns $48 , 616,893 $77,190 $48,539,703 


: ; SOURCE AND APPLICATION OF FUNDS FOR THE YEAR 1963 


Working Mm a niaryinke LOGS» a8 de pats esis hale OE lode cate Cee CL N CRON $129 , 532,936 
Source of Funds 
i: Paton Lor WeDreciallOw:. (0/0). vais ook sou dure lees mais $ 99,049,081 

Meee ueror/4//, Preferred Stock. 0...) 0 ees 22,757 , 684 

_ Government of Canada in respect of deficit for the year.. 43,013,517 

Retained proceeds from Properties Retired. .............. 18,761,761 

Sereey ictoria Bridge Track Diversion. ........0..6.2.000e0 00. 13,980 , 827 
ME ce es ol 14,734,339 

¢ $212,297 209 

ah ES 

Application of Funds 

madditions to Property Investment...........2... 000.0... $127 ,050, 182 

MeL OLDE GO Y Gare ci Ue. oo Ce ee As ok Heo oe Ses 43,013,517 

7 Seerteneoumelonce Perm Debt: 22.200) 52s be. ads See ios ees 51,092,340 

ye ee 

) $221 , 156,039 

Ne Beemreece iti orking Capital... 520i. ok bo al 8, 858 , 830 


Working Pemneat ecemiven.3l,y 196d 840 ape ap 's Saou 4 dene Costas Oks ake dated wAME $120,674, 106 


50 


On Hand iyo 
Dec. 31, 1963 | 
Motive Power Equipment 
ETE rst cad IN (et ex ed EOL OA 54 Ro PINRO MPU ORE ING Cee) UL ak MOURN coc aUENE YOST be PE 2,114 
Ploctirec Hocomotives): ae A RN Ron. Ws Na ale eh sie ale aig ee pai 
Renan (@neratOr WEGG Ls SOL Ae aha neha MACS IaN OL MA NCES eS eA ta ae Se eae 108 
ECG de Loci se Goscoh acco one Of ANAM ON EU MOIROSSRNAA ote LAMAN ee eee NCU CR ia CRO este meme 2,249 
Freight Equipment 
Box \Hipt and Shock Cate Nene ON ue 802) GTS Gee ee Le 73,316 
Refrigerator hy RCE MUMAD MA ATMEL, LUM OIE dea EME TUR RRIMMT WSN ria TIRE 0 4,919 
Gn dolavamd: Popper Cars. w cenune iain tees lala cds gule (lal evel GvctNy Ble can aie tae ai ae 23 , 403 
Cinoose and ‘OERErM ORT ie OIE LON OR RTO ly AUNTY Ag Oe Oe aD ea 2,043 
ay 2 Re RD MR NabN SEMPER Ost RAT SALA GH NOS Neneh Mair Sr MEIN cee oh CTE as 103 , 681 
Passenger Equipment 
EOLA CA ne oma a OO ORES CRU ce LOM TMT DLT SERA HW ACC ke ani Ec 677 
mecping, Dming, Parlourand Tourist is) uc be.) Wot Calas ee aeaelianee 550 
ace eeo, Wrap and Hix press. : 2 h00) ic) iil ie dale w ren enp ee kei @) syst as oie Ce aS lela aA 1,274 
Geheroard in). Passenger, Service e050 i Gelhat de eek! Moin, Ole ee as ace aha 229 
BA lis Sinead x. anes a lege kiln Dosa GAN OHE MOG SRG) 0 EL aR ata Ae 2730 
Work Equipment 
ASST WOT KI SETVICE | (3) 00 oa ORI Oe ME a NSA i ae 9,145 
Floating Equipment 
DARIO VETERE S18 occ Gk hc A bith: ai atk tare ps A set Seber aad ny A EOe CELA NRL A ans 6 
AA TESE ESTE a Cee dius eal abd cale Gull ore. lea taaley tecadha alate 0 Mar Iw alee 14 
Perec P UES BIE WOE i ie iA kimi ye hares RU SINE AN Poa et geo 11 
BR tea en EN PUL i ORI CR A Sa Ten Sei 3l 
OPERATED MILEAGE AT DECEMBER 81, 1963 
Trackage 
Owned Leased Rights Total 
Operated Road Mileage—first main track 
DCL OSCR GACT Te Rae ne ea A 3,859 1 83 3 , 943 
St. Lawrence Region (including New England 
LECTERNS ERE VAD tn MLE GE RSLS AULS 3,903 re 16 3,926 
Great Lakes Region. . 3,303 16 3,319 
Prairie Region ‘(including Duluth, ‘Winnipeg 
21780 DOG ht 1 RRS MO ea ea ee ae 8,104 5) 8,109 
OMB ANN ALOR LOIN GL 2) 0) Fe hash swale bebe gale aod 4,066 35 85 4,186 
Grand Trunk Western Lines................ 879 10 58 947 
Coniraniy eLnron bh Manes. 0. hl ae. 308 59 367 
CCS EVENS SR NT A BE OO 24 ,422 53 322 24,797 
Pere UN em amarey M sik Leo ue oe ly 22,829 36 202 23 , 067 
ROMER WICOC MVGACES. Gyysd ca de gee the aoe ee ok 1,593 Vi 120 1,730 
Operated Mileage—all Tracks 
PURPA IEP ROM NETS. a een bay ee 24,422 53 322 24,797 
Pa OLMAT MAMA IMOS cc Le Sy aN a ee Lenles 82 1,215 
Spurs, sidings and yard tracks....... bgO(S 16 1,652 8,741 
OC EAU 721 Gl Se 32,628 69 2,056 34,753 


STANDING COMMITTEE 


INVENTORY OF RAILWAY EQUIPMENT 
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PENSION TRUST FUNDS BALANCE SHEET AT DECEMBER dl, 1963 


Bil ASSETS 
4 Current Assets 
‘a 
Cashin 'Banke—-Current Accounts... 600.0000 0) $ 285 , 069 
repatie FVOtSAd BZN o Cad fl ah Mn a eM a Ee 900, 000 
Deposits with Trust’ Companies: ) 0.0000 0 8 1,787,392 
2,972,461 
Accrued interest on investments....................0.... 4,167,468 
Accounts receivable: 
Canadian National Railways—current account............ 1,659 , 936 
Banks, Insurance and Trust Companies re Mortgages...... 394, 746 
eee CR Mai SIVA a vb aMy a aN a TN Lilt aN wl ings (Ghat | 26,481 
MVUNGAKA EN eae $9 , 221 ,092 
ptocks—at cost... ......00.0: (Market value $ 62,333,607 ) 55,765, 863 
Bonds—at amortized value.. .(Market value 261,804,866) 282,625,280 
Mortgages—at amortized value............ $143 , 065, 760 
A, Hees HOLIDAG KS), oN eee Cs od 77,081 142,988,679 481,379,822. 
Canadian National Railways 
Acknowledged liability in respect of past service of employees: 0s.) eae 395,000,000 
$885 , 600, 914 
LIABILITIES 
Current Inabilities 
(UST VEN ORB GRh as SU e oCaa e Caph ae a ROMER DAVAO ROD $ 113,977 
| Reserve for Pensions : 
In respect of pensions in force and pensions accruing to 
active employees under the 1935 and 1959 Pension 
err aie ORS ens SMe G2 Se icuia ds enna nuih ateed Toa MSSM Ad 885 , 486 , 937 
$885, 600 , 914 
Nore: The Reserve for Pensions includes the accumulated 
Ne contributions of certain employees in service, with in- 
Ce terest thereon, which are held in trust under the rules of 
if the 1935 Pension Plan as follows: 
iM EUS GCS GIL OST te en a a $ 12,945,901 
By Supplemental Annuity Trust Fund.................. 2,419,642 
i ACHING sc 
: $ 15,365,543 
" L. J. Mills, 
A Comptroller 
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PENSION TRUST FUNDS STATEMENT OF RESERVE AT DECEMBER 31, 1963 | 


Resorverat December: 31,1962 ja. eke es pay ee ete aig sere cat arti ... $845,599,085 4 
| 
Addition to Reserve during the year: | 
Contributions from employees on account of— 
(OUETEWE BCLVICEH Oa ie Soe eae, anes $ 18,408,485 i 
Prior years’ deficiencies.............. 4,642 , 264 i 
Ty, eee | 
23,050,749 | 
{ 
Less refunds on termination of service, etc.. 3,368 , 030 i 
ee Le, OS 2a sake 
Goncoutions bythe Company ive eset ous cules as 28, 146,069 
Net earnings on contributions made by the Company and 
PUNY CL LOA Soc OR Oe Oe RP PERE REA BM (6 UE nk Ves en sae 21,535, 3388 4 
SE ar 69,364,126 © 
914,963,211 
Deductions from Reserve during year: | 
BESET UTES VAIO fy.c'o i cvalle ec ackncta ola aaa aN RUe MIG MGS cae We hecgt aCe atic bc atu ae eee 29,476,274 | 
erences mecember: 31; 1963: 63) ni i etike loe maine hee ech eel aie oe Ra $885 486,937 


AUDITORS’ REPORT 


To the Trustee, 
Canadian National Railways Pension Funds. 


We have examined the balance sheet of the Pension Trust Funds of the 1935 and 1959 Pension 
Plans of Canadian National Railways at December 31, 1963 and the statement of reserve for 
pensions for the year ended on that date. Our examination included a general review of the 
accounting procedures and such tests of the accounting records and other supporting evidence 
as we considered necessary in the circumstances. 


eT. Ye ae eee ee 


In our opinion, the accompanying balance sheet and related statement of reserve for pensions ~ 
are properly drawn up so as to give a true and fair view of the state of the affairs of the Funds at 
December 31, 1963 and of the results of their operations for the year ended on that date according 
to the best of our information and the explanations given to us and as shown by the books of the 
Funds, and in accordance with generally accepted accounting principles applied on a basis con- 
sistent with that of the preceding year. 


We further report that, in our opinion, proper books of account have been kept by the Trustee 
aud vines the transactions that have come under our notice have been within the powers of the 
rustee. 


McDonald, Currie & Co., 
Chartered Accountants February 25, 1964 


ACTUARIAL CERTIFICATE 


This is to certify that the Reserve shown in the Balance Sheet of the Pension Trust Funds — 
of Canadian National Railways, amounting to $885,486,937 as at December 31, 1963, in my | 
opinion, represented adequate provision for the accumulated liabilities of pensions then approved — 
and in force, pensions awaiting approval and pensions accrued to the above date in respect of | 
a pes then in service under the 1935 and 1959 Plans, excluding pensions granted under prior 

ans. 


a lS tre te ale a a i Sit tea i et ee ys 


Denis R. J. George, William M. Mercer Limited 
Fellow of the Institute of Actuaries. Montreal, February 21, 1964. 
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STATISTICS OF RAIL-LINE OPERATIONS 

‘ 7 8e00MOoRN0NRww$$0neeOeaoooaoowoooeeeono@®>=$=$~$~$q$q$q$q$q=S~S0S0~EE 
a % Increase 
F 1963 1962 or Decrease 
na 
: Train Miles 


fh) 
tn 


PPC eBerviCe. ort iM. \vi a, OMe der NY 35 , 796 , 950 34, 283 , 043 4.4 
PE ARECMEOR ACT VICE LAs ic ores koe 17,079,631 18 ,096 , 980 5.6 
Vice CT'n 075,25 if Ler a ga Fish toate My 1,802,601 1,634,258 10.3 
i otaltrnim miles’ se oye 54,679, 182 54,014,281 1.2 
_ Locomotive Miles 
Peegiterervices: f00 6.5. Ppa ey 36,116,058 34,545,765 4.5 
MP ROCNMETISELVICG koe cs hea ok 15, 131,531 16,072 ,350 5.9 
Switching service—Road and Yard...... 17 ,868 , 774 17 ,947 ,807 0.4 
MOP BRE VICUL sre rele Fhe le es 1,845,157 1,657 , 702 1 ga 
Total locomotive miles............. 70,961 , 520 70 , 223 ,624 Beal 
Car Miles 
Freight Service: 
| NEG GR ie es a 1,180,853,158  1,110,109,898 6.4 
Pree ele airmen CM oe 746 , 696 ,479 680 , 423 , 883 9.7 
Mier et 8 cA ES SE oh AE aS 12,753,719 14,257,575 10.6 
EEO Sin GARNER OES ees Se ON 36 , 667 ,660 35,075,508 4.5 
Passenger—Coach and Combination. 2,710,376 3,231,400 16.1 
1,979,681,392 1,843,098, 264 7.4 
Passenger Service: 
Coach and Combination............ 38 , 557 , 790 39 , 278,731 1.8 
Sleeping, Parlour and Observation... . 39,811,267 40,601,819 1.9 
SYA i Se ait et Zant ee aE 9 ,005 , 292 7,948,251 13:38 
WLOUOCAIIMI Es <i, Ofer ve hooks te 3,876,828 3, 806 , 184 1.9 
Other (baggage and express, etc.)..... 70 , 663 , 805 79 , 132,838 10.7 
Preign-losded= 3.00.6. Shak ee. 1,100,731 1 ;423:;;952 22.7 
Hrcieit—“eMDb ys Lid ok oe vm ee. 157,786 372,441 57.6 
163,173,499 172,564,216 ee 
Wromerenvicer mr, ross hl Sots 2,869 , 321 2,804,515 28 
: Moralvoar miles... 0.7). 2h kh: 2,145,724,212 2,018,466,995 6.3 
Ton miles 


Gross ton miles—all services (excluding 
passenger cars on passenger trains)... 89,026,289,000 80,715,356,000 10.3 


. Net ton miles—all services.............. 40 ,751,668,000 36,110,915,000 12.9 ~ 
_ Average Males of troad Operated... so... ik 24,709.57 24,753.38 0.2 


. ~Freight Traffic 
a HVeION KEVONUG Us sick es ah eo kle s $ 552,221,071 529,307,712 


4.3 
ae Tons carried—Revenue freight...... 84,078 ,393 78,384,773 023 
Ng Ton miles—Revenue freight........ 40,171,173,489 35,595,425,349 12.9 
‘i Train hours in freight road service... 1,573 ,046 1,548,194 1.6 
"ig Averages Per Mile of Road: 
By reign’ Teventle: 5 ise PTS $ 22 ,348 21,383 4.5 
ey SST NHL: 6 Nai ei ae Re a 1,449 1,385 4.6 
ia Total freight train car miles......... 79,549 13; 820 7.8 
eS Ton miles—Revenue freight........ 1,625,733 1,438 ,003 13.1 
oi, Ton miles—All freight............. 1,649 , 226 1,458 , 828 13.1 


Averages Per Loaded Car Mile: 


Preignt revenue... 200. a. bo ¢ 46.7 47.6 a 
Ton miles—All freight............. 34.5 32.5 6.2 
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STATISTICS OF RATL-LINE OPERATIONS (CONTINUED) es 


yi 


| a ea, : 
1963 aN 1962 or Decrease — fh 


Freight Traffic (Continued) 
Miscellaneous Averages: 


TOEVentie Per tO tk nae wh eu een $ 6.568 6.753 PAR i 
Revenue per ton mile.) 2)... 0.2 .. ¢ 1.375 1.487 pa 
Miles hauled per revenue ton....... 477.8 454.1 Oy Big 
Cars per tram loadeda si, Nera 33.0 02.4 £9 
Wars per train—empty 70) oe 20.9 19.8 5.6 
Gross load—Freight trains (tons).. 2,485 2,352 aera! 
Net load—Freight trains (tons)..... 1,138 1,053 8.1 
Gross ton miles per freight train hour 56,561 52,085 8.6 
Train speed—Miules per hour........ 22.8 Q2N5 ee 
Diesel unit miles per serviceable day ts 
(excluding stored)............. 234 217 7.8 
Passenger Traffic 
Passenger: revenue. 0.2.6.6 iio sees $ 34,491,894 34,331,531 0.5 
Revenue passengers carried*........ 13,598,961 12,443 , 945 9.3 
Revenue passenger miles*........... 1,189,051,239 1,044,192,458 13.9 © 
Averages Per Mile of Road: 
Passenger revenue s.0.522.0.00 0) akan $ 1,396 1,387 0.6 
PETERSON RA Le Sli te ew rat Sania wenn ath Olan 691 731 5.6 
Total passenger train car miles...... DOTS 7,603 OG 
Revenue passenger miles*........... 48,121 42,184 14.1 
Averages Per Car Mile—Passenger: one 
Passenger revenue................. ¢ 41.3 40.2 2G 
Revenue passenger miles*........... 14.2 12.2 16.4 
Miscellaneous Averages: 
Revenue per passenger* $ 2.536 2.759 8.1 
Revenue per passenger mile*. igs: 2.901 3.288 TiS 
Average passenger journey (miles)*.. 87.4 83.9 4.2 
Percent on time arrival—selected 
eemicipsl) Uramns. Woah.) ke Ok, . 80.8 19.3 LO 
Diesel unit miles per serviceable day DL 
(excluding stored). ie 385 379 gH 5 
Operating Results 
Total operating revenues per mile of road $ 30,852 29 , 827 3.47 
Total operating expenses per mile of road. 30 , 467 29 }8S50 2 Drak 
Net railway operating income loss per mile 
EOP iin Cor ee ei On AR AN ih 385 23 


*Note: In 1963 an improved method was used in compiling these statistics. 
For comparability the 1962 figures have been restated. 


Increase or Decrease 


1963 1962 Tons ee 


Revenue Tonnage Carried by classes of 
of Commodities 


PremoubtMr Al rOdueEs oily... ia. cli 4) 15,953,322 13,464,634 2,488,688 18.5 
Animals and Animal Products......... 630,869 662 , 726 31,857 4.8 
RPV E VOC ICR Si EO sii hur a) ek 28,015,448 27,108,716 906 , 732 oO, oon 
BUC ROCMOUB hoi. slaw a 9,335,912 9,096,858 239,054 2.6. 
Manufactured and Miscellaneous...... 29,506,969 27,256,436 2,250,533 Sia 
oct Carlond Wreight.). sce bevy 83,442,520 77,589,370 5,853,150 75 I 
All less than carload freight. . mats 635,873 795,403 169,580.) 2041" 


GRAND TOTAL 


Sd vis +.1+., 84,078,393: 78,384,778) 5 6030620 ure em 
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The CHAIRMAN: I would point out at this time that there are microphones ~ 
at the tables with which you are familiar. They are not live unless you are F 
recognized by the Chair. So I hope, as in the past, there will be co-operation | 
by all members of the committee. Let us proceed with this report immediately, 1 
section by section. We were very fortunate last year that we managed to. 
stay within the bounds of each section and dispose of the financial items under — 
the first heading “financial review’, and to dispose of hotels under “hotels”, — 
and not have to come back later and intermix the different problems. So if 
it is the wish of the committee I would now call for a discussion on the first 
item. But before doing so I should have recognized the fact—although you 
did no doubt—that the Minister of Transport is with us this morning. I under- © 
stood he would like to say a few words. . 

Hon. J. W. PICKERSGILL (Minister of Transport): I would like to apologize 
for being late. I am rather old fashioned, and I thought that the railway com- 
mittee would be sitting in the railway committee room. But when I went | 
there I found nothing but a lot of television equipment. After some time I | 
discovered where the committee was sitting. 

What I really asked the Chairman to let me say a word to you about is — 
this: in view of what is going on in the House of Commons, I may be faced with © 
a conflict of duties at various stages while the committee is sitting. Therefore, | 
I hope that the members of the committee will excuse me if I am not here | 
all the time. It would be because I am “‘there’’. | 


Mr. GREGOIRE: That is exactly what I said at the beginning of the sittings. 
I knew we were sitting and receiving Mr. Gordon. I knew that yesterday. I | 
ask the committee—and I hope the minister will agree—that we do not sit 
while the house is sitting during the flag issue. These are two important discus- 
sions which would be going on at the same time. I suggest it is not normal 
that the Minister of Transport should ask us to consider these reports before | 
the standing committee instead of before the sessional committee, when we > 
never expected they would be dealt with at the same time as the flag issue 
was before parliament. I hope the minister will agree that we do not sit while 
the house is dealing with the flag issue. 


; The CHAIRMAN: I think we disposed of that question a while ago. If there | 
is any change to be made now, surely it will have to be made by the house. And ‘ 


if the minister has a request to make such a change, no doubt he will do so j 
at the proper time. | 


Mr. Kinpt: Let me say that unless the minister is here, what is the use 
of holding these committee meetings? If we are going to be talking about 
branch line abandonment and other things, we want the minister to be here. 
If it is not important enough for the minister to be here, then why is it im- 
portant enough for the rest of us to be here? We are not here for the fun 
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| 
of it. I suggest it is up to the minister to be here, because he is the one who ng 
head of the department. 

The CHAIRMAN: Order. We had a discussion about it a while ago, but I 
do not mind coming back to it if it is the wish of the committee. However 
the committee decided to sit this afternoon and again tonight. That was their 
decision. The house at a later time could change it. But I do not think we 
should reopen the discussion at the moment. 

Mr. GREGOIRE: Would the minister not agree that the proposition I raised 
was a normal one? 

Mr. PICKERSGILL: I do not know what rights I have here. I am not a mem- 
ber of the committee. I am only here as minister. I think it is the committee 
itself which should decide these matters. | 

Mr. GREGOIRE: I so move. 
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Mr. BALcEeR: Might we not have a decision? What was the result or 


decision taken? I am sorry I was late. 


The CHAIRMAN: It was decided by the committee that we should sit after 
the orders of the day. 


Mr. GREGOIRE: I move— 
The CHAIRMAN: One moment, Mr. Grégoire, please. We decided to sit 


after the orders of the day this afternoon, and also this evening at eight 
— o'clock. 


Mr. GREGOIRE: I now move, seconded by the hon. member for 
York North, that the committee not sit while the house is sitting, but this 
motion to apply only during the discussion on the flag. 

Mr. HorNER (Acadia): Are you suggesting that everything stops in parlia- 
ment as a whole because of the flag discussion, and that we come to a complete 
standstill? 

Mr. GREGOIRE: No. I am prepared to sit on this committee every morning. 

Mr. Pascoe: Let us hear from the witnesses whether it would inconvenience 
them greatly or not. There are many important people here today. 

Mr. Gorpon: If you would like to introduce me as a witness on the flag 
issue in the house, I would be happy to accommodate you. 

The CHAIRMAN: There is a motion before the committee put by Mr. Gré- 
goire and seconded by Mr. Addison that this committee do not sit during the 
flag debate. 

Mr. GREGOIRE: We could start at nine o’clock in the morning. 

The CHAIRMAN: The motion is that we do not sit during the flag debate. 

Mr. RHEAUME: How did we arrive at the notice that was sent out? 

The CHAIRMAN: The steering committee decided it. 

Mr. RHEAUME: The decision was taken by the steering committee? 

The CHAIRMAN: Yes. 

Mr. RHEAUME: What are we doing now in changing it without notifying 
all the members of the committee? What kind of nonsense is that? 


Mr. Rock: Surely it is the custom for notices to be sent out indicating 
what is to be discussed by the committee. But I did not know until this morning 
that we were going to discuss the Canadian National Railways report. It is 
usual in the case of other committees that we receive a notice of what is to 
be discussed. I was surprised to learn only this morning that we would have 
such an important matter for discussion as the Canadian National Railways 
_ financial report or its annual report. 


The CHAIRMAN: That is the only item of business before this committee 


3 at the present time, Mr. Rock. 
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Mr. GREGOIRE: Speaking to the motion, I would like to remind the Minister 
of Transport that when we agreed that this report should go before the standing 


committee instead of a sessional committee, he pointed out in the house that 


we would be made aware in advance when this report would be presented, so 
_ that changes in the personnel could be effected. I learned only yesterday that 
this committee was to sit this morning. I never received such a card. I only 
learned about it through Votes and Proceedings yesterday. I never received 


_ this card, yet I am a member of this committee. 


The CHAIRMAN: I think it would be unfair to everybody. Your whip was 
notified and was present at the meeting of the steering committee. Are we 


: ready for the question? 


iy 


Mr. GREGOIRE: There was a commitment made by the Minister of Transport 
that we would be notified when we were to take up this report. 
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The CHairMAN: Are you ready for the question? All those in favour? q 
Those against? ; IED i AEE Ay a 

Motion negatived. oa 

I declare the motion lost. e q 

Now, let us proceed with the discussion on the first item, financial review. — 

Mr. Gorpon: Might I make one short statement. I would like to introduce ~ 
a pleasant note to start off and to say that in Ottawa today the Canadian — 
National Railways have placed two new dining cars which have been intro- | 
duced into the railways’ passenger service. These cars are of a very distinct / 
type. They produce pre-cooked type meals heated over a microwave oven to 
produce delicious hot meals in a matter of seconds. I would invite all members — 
of the committee who wish to have lunch with us, to come to the Union — 
Station any time after 12.30 p.m. You will then have an opportunity to — 
eat a very fine meal and at the same time look over the new dining-car facilities 
which will be made available. Any member of the committee who would 
like to be there after 12.30 p.m. is welcome, and we would be very glad to 
receive him. We will accept all members of the committee if necessary, and — 
I am thinking of those absent members, if you would like to bring them along. — 


The CHAIRMAN: Our first item of business is ‘financial review’’. 


Mr, PriTTIE: I would like to get right into the question of the long term — 
debt that Mr. Gordon speaks about. I believe his idea is that he would like 
to have the government re-finance at a lower interest rate some of the Cana- 
dian National Railways bonds. Would Mr. Gordon point out to me, on page — 
25, what these bonds are, and the particular ones under the heading of long > 
term debts listed there? 


Mr. Gorpon: Our long term debt, as you will see from page 25, is a debt a 
accrued with issues outstanding, and it totals up to $1,791,253,526. That is , 
the amount of debt outstanding on which we have to pay interest. a 


Mr. PRITTIE: Might I ask another question. In respect of the last two or 4 
three items, most of this debt seems to be for bonds which have been issued 4 
in the last 15 to 20 years. Is that not so? b 

Mr. GORDON: Yes. 

The CHAIRMAN: Are there any other questions? 


Mr. PRITTIE: The interest rates do not seem to be very high in some q 
cases. Do you expect to have lower interest rates, and to issue government a 
bonds rather than Canadian National Railways bonds? q 


Mr. Gorpon: We have made proposals to the government to effect re- | 
Capitalization of the company. These proposals are not a matter of public © 
knowledge and I cannot give particulars of the proposals until the government — 
is ready to release them. It is a fact, as I have indicated at page 16, that: 

Most of this debt can be identified as a legacy from the past 
through a deficiency in depreciation practices which restricted the com- 
pany’s ability to finance capital expenditures from internal sources. © 
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That means that when our equipment became worn out, and other pro- — 
perty, it had to be renewed, and the fact was that there had not been suf- _ 
ficient depreciation set up to provide the capital which would have enabled — 
us to renew this equipment and other types of property. Consequently, we — 
had to borrow it; and we had to borrow it by going to the public market — 
and paying the price of that time, whatever the market rate might have been, q 
when we floated these bond issues, in order to finance and provide the capital a 
necessary for this rehabilitation of the railway. 5 ah q 

In essence, our proposal is a representation to government that these 4 
depreciation practices of the past—what we call unrequited depreciation— © 


( f that. Fiatnee LOAN to the issues we have made on the market. 


Pe Mr. PRITTIE: Is the point the fact that you have to borrow, not the rates 
pot interest as such? 


a Mr. Gordon: That is right. You. have the point exactly; it is the fact 
- that we had to raise our capital by borrowing instead of being able to 
a generate it out of our own resources. 
ee One important point to keep in mind is that from 1956 onwards, with the 
i adoption of what is called uniform accounting practices, practices that were 
- authorized and regularized by the Board of Transport Commissioners, Canadian © 
_ National Railways have made full provision for necessary depreciation in the 

_ future. 
Our claim—if we can call it that—for relief is based on the fact that 
R. ie 1956 these practices of providing for full depreciation had not been 
: in force so that the unrequited depreciation—the term that we use in ac- 
‘i counting jargon—applies to the past. 
’ I have one final comment. If these depreciation practices had been ap- 
plicable before 1956 on the same basis as those which have been applicable 
since 1956, then the results of the years prior to 1956, if there were a deficit, 
_ would have shown a larger deficit in terms of the amount of depreciation 
_ which then would have been taken into account. The money would have been 
_ available in depreciation reserves to buy new equipment when the time 
came for it to be purchased. So we want to wipe out the effect of the de- 
: ficiency practices of the past. 

. Once these adjustments are made, the railway will be able to finance any 
eine capital requirements out of its own resources. 


aa 


x Translation) 


Mr. GREGOIRE: Mr. Gordon, on page 20 of the report, we see, we realize 
1 nevertheless, on page 20 of the report, we realize nevertheless that your assets 
4 are equal to your liabilities. So, when you pay interest on the debt of the 

Canadian National, even— : 


Mr, Rock: On a point of order, Mr. Chairman, are we not still discussing 
subject matter raised by Mr. Prittie? 


Mr. GREGOIRE: Yes, I am discussing it. 

The CHAIRMAN: We are discussing the financial review. 

Mr. Rock: So I may come back to the subject raised by Mr. Prittie? 
. GREGOIRE: I am on the subject raised by Mr. Prittie. 

. Rock: You are turning it into something else. 

. GREGOIRE: No. 


Mr. Gorpon: Yes. Of course, any debt that we have outstanding in the 
ands of the public or owed to the government is a debt nae which we pay 
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(Translation) 


Mr. GREGOIRE: But that debt is represented by Canadian National assets? 
So you do not pay twice for old equipment and new equipment? 


(Text) 

Mr. R. T. VAUGHAN (Secretary, Canadian National Railways): Could you ~ 
elaborate the point? 

Mr. Gorpon: I want to think about that. 

Mr. VAUGHAN: Perhaps it would be helpful if the point were elaborated. 

Mr. PRiTTIE: Mr. Chairman— 

Mr. Gorpon: One minute; I would like to think about this. This is not an 
easy question to answer. 

If the depreciation practices that I have outlined had been in force prior to 
1956, then the deficits of the years applying back beyond 1956 would have 
been greater, and those deficits would have been paid to Canadian National 
Railways out of the public accounts of the year. In other words, the government 
makes good the deficit every year. 

To the extent that full depreciation was not set up, the Canadian National 
Railways did not receive that money and therefore were not able to accumulate | 
a reserve for the purpose of taking care of equipment and property, and so forth, | 
that was worn out. That being the case, Canadian National Railways have had | 
to borrow the money instead of getting money from the government. On the 
money borrowed, it has paid interest at the rates outlined on page 25. So it — 
is paying interest on that outstanding money, but it is not paying it twice; it 
is only paying it in respect of the debt outstanding. However, here is a queer © 
sort of twist in this because it could be said that if the Canadian National Rail- — 
ways had received the depreciation payments prior to 1956 they would have © 
had that money in hand and would have been earning interest on it. 


(Translation) 


Mr. GREGOIRE: But Mr. Gordon, when one looks at the results of the past 
twenty-five years, for sixteen years you have had deficits of forty million dol- | 
lars, sixteen million, eight million, fifteen million, thirty-three million, forty- 
two million, fifteen million and in the last few years, sixty-seven, sixty-seven, 
forty-eight and forty-three million dollars. Does that mean—you received 
those amounts from the government to make up your deficits—would that 
not balance the amounts which, in previous years, the preceding management 
did not provide for depreciation? 


(Text) 
Mr. GorRpDon: No. 
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(Translation) 


Mr. GREGOIRE: Would that not be equal to the amount you set aside for 
depreciation the preceding years? Would it be less? 


(Text) 


Mr. Gorpon: No. You see, Mr. Grégoire, the deficits recorded, to which 
you have referred, did not include a charge for depreciation to the extent which F 
I have mentioned. In other words, if the depreciation charges were made 
in the way I have described, those deficits in each of those years would have 
been greater and then the greater amount would have been the amount we 
would have put into the reserve for depreciation. { 


To repeat, these deficits are not high enough to take care of the full 
depreciation that I mentioned. 


late aa Sb ie Neg gl bee 


RAILWAYS, CANALS AND TELEGRAPH LINES 61 


(Translation) 
| Mr. GREGOIRE: One last question, Mr. Gordon, I have here the financial 
report of the Canadian Pacific for 1963. I see that in 1963 Canadian National had 
a surplus of twenty-one million dollars and the Canadian Pacific, 56.6 million 
dollars. Of course the interest or regular expenses of the Canadian National 
amount to sixty-four million dollars and those of the Canadian Pacific to 
sixteen million but the Canadian National received a subsidy in addition to those 
granted under the Freight Rates Act, the Canadian National receive a subsidy 
of twenty-nine million dollars and the Canadian Pacific does not receive one, 
and in addition the Canadian Pacific paid forty-three million dollars on income 
tax on their profits. 


(Text) 


Mr. GORDON: May I interrupt? You are referring to the subsidy payments 

which appear on page three. You are quite wrong in saying that the Canadian 
Pacific Railway does not receive those subsidies. They receive the proportion 
of the subsidy applicable to any of their operations, just as we do. They have 
their share of interim payments, for example; naturally, they do not get the 
Newfoundland subsidy because they do not operate there, but they get the 
freight rates reduction subsidy, the Maritime Freight Rates Act, the east-west 
bridge subsidy and interim payments. The Canadian Pacific Railway receives 
prorated subsidies in exactly the same way as Canadian National. 


(Translation) 

Mr. GREGOIRE: Even on the provisional subsidy and on the Act-— 
(Text) 

Mr. Gordon: Yes, indeed, on the interim subsidy. The interim subsidy, 
you will recall, was $50 million. The $50 million was divided among all 
the Canadian railways; our portion of it was $29 million, as you will see, and 
the rest of it went to Canadian Pacific Railway and some smaller railways 
such as Algoma Central and so on. The Canadian Pacific Railway received its 
full share of that interim subsidy. 


(Translation) 


Mr. GREGOIRE: Now, I also see that the Canadian Pacific pay taxes on 
the revenue derived from the company’s profits, of approximately $28,700,000, 
does the Canadian National not pay any taxes? In fact, how— 

(Text) 

t Mr. Gordon: Just one moment. That becomes a question of fact. The 
Canadian Pacific Railway pays income taxes because it makes a profit. Cana- 
dian National Railways are also subject to income taxes and will pay them 


when it earns a profit, but one does not pay taxes in this country so far on 
‘deficits. 


(Translation) 


Mr. GREGOIRE: Mr. Gordon, if you will let me finish my question you will 
probably see what I mean. I am well aware that a company that is not making 
any profit does not pay taxes and if there is a deficit, usually the government 
does not take care of the deficit for a private company. So, the company pays 
$28,700,000 in taxes and pays its shareholders amounts in the order of thirty- 
‘six million dollars last year. Is there any special reason why the Canadian 
Pacific can manage with this amount of profit to pay taxes and dividends to 
their shareholders, while the Canadian National manages to have a deficit 
of forty-three million dollars although they do not pay taxes, or profits or 
dividends, to their shareholders? 
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would take a good deal of discussion to go into all of them, bu 
member that the Canadian Pacific Railway—and this is point 1 
earns profits on outside income from ventures other than the railway. 
the outstanding examples— RADNER teh at 


: Consolidated Mining and Smelting Company, for example; and the Canadian 
_ Pacific Railway obtains income from quite a number of other investments. — 


which we are talking. If we have an acceptance of our proposals in regard ton 


preciation practices, the accounting practices, are not the same, as you can | 
see at a glance from the Canadian Pacific Railway report. 


depreciation you will see that their depreciation is much higher than ours © 
_Yelative to the total assets, which demonstrates the point, I think, that they | 
just give it to you roughly—and I may be checked on this. If we had the same © 


as has the Canadian Pacific Railway, our depreciation reserve would be pretty _ 


a tional Railways): That figure is about right. It is pretty close to that. : 4 


; Tepresents the deficiency in our depreciation reserves. If we had that amo 
of depreciation accumulated, our outstanding debt would be that much less. 


Gigs Pacific are twenty-one million dollars and for the Canadian National, sixtec 
million dollars. Now, the point on which I wish to speak is this: does t 


rh, does the Canadian National begin all over ag 
assets, but with no debt so that the Canadian National will have no int 
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_ be relieved of the interest on that amount of debt and that amount on 
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Mr. Gorpon: Yes, I think there are some very 
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Mr. Grecorre: Canadian National Railways, too. a Ce ee Py 
Mr. Gorpon: No, we have nothing of that kind. We have not control of the 


There is a second point, if I may continue, and this is the whole basis about. 


eliminating the difficulties in the deficiency of past depreciation practices, then © 
I am predicting that Canadian National Railways will show a profit. That profit 
will be commensurate, so to speak, with the railway part of the Canadian ° 
Pacific Railway operations and we will pay income tax on the same basis. as 
the Canadian Pacific Railway. But we have to eliminate this shadow of the past a 
before we can put ourselves on a basis that can be properly compared with © 
the Canadian Pacific Railway, and this is one of the main arguments that we | 
are putting before government. We are saying that if we are to remove the | 
confusion which is in the public mind about the comparison of Canadian Na- 4 
tional Railways versus the Canadian Pacific Railway, then we must put them | 
on the same basis. At the moment they are not on the same basis and the de= ; 


i 
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Have you a Canadian Pacific report there? If you look at the amounts in the | 
balance sheet of the Canadian Pacific Railway in respect of the amount of © 


have been able to accumulate depreciation over the years on a much 9 
bigger basis than we have. I have not the exact figure in my mind so I will 


relative amount of depreciation in respect of our property investment account — 


close to a billion dollars more than it is today. bi. a 
Mr. J. L. Tooue (Vice President, Accounting and Finance, Canadian Na 


Mr. GREGoIRE: That is what they have—$1 billion. ‘ . 


Mr. Gordon: Our depreciation reserves would be at least about a billion 
dollars higher than they are today. That is the nub of our presentation, and thz 


(Translation) sea 
_Mr. GrEcorrRE: Mr. Gordon, I see here that other revenues for the Canadi 

Canadian National ask the government to wipe off their debt completely an 

ain with its capital, that is, 


eats Mtiyies iat BY 
My 4 Mr. GORDON: No, we are only asking that. the shortfall in our dep ciat 
as 1t applies to the past, should now be recognized in the sense that w 
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Pe) T ca at the r t disclose what that amount will be because the gov- 
ernment is still discussing the figures with us, but the amount we can approve 
1 the course of our accounting discussions represents the shortfall in our de- 
oreciation, and then our proposal is that that shall be taken over by the gov- 
ernment in respect of interest payments, and that will reduce our debt by 
that amount, and that only. | 
The CHAIRMAN: Gentlemen, I have Mr. Rapp, Mr. Horner, Mr. Rock, Mr. 
3alcer, Mr. Addison and Mr. Fisher listed. 


Mr. Prirtie: Mr. Grégoire started to ask questions before I had finished | 
ny line of questioning, and I had one more question to ask. 


The CHAIRMAN: We will come back to you, Mr. Prittie. I have a long list 


f members wishing to ask questions so I will give some of them a chance 
nd we will come back to you. 


_ Mr. Rapp: Mr. Chairman, my question is in reference to a statement made — 
m page three in connection with the potash movement. 


_ Mr. Fisuer: I would like to raise a point of order here. We have started to 
iscuss the whole question of Canadian National Railways’ debt arising out 
f the financial review. Are we to complete that first? That is the area ‘Rai 
hich I wish to ask questions. I am interested in what Mr. Rapp is asking, but. 
does not move us on past this area. 


The CuHarrman: Is your question on the first general financial review, Mr. 
app, on page two? : 


‘Mr. Rapp: I wish to refer to page three. 


_ The CHAIRMAN: Then let us wait for that. Mr. Horner, is your question in. 
eference to page two? 

_ Mr. Horner (Acadia): My question concerns the financial review. | 
I gather, Mr. Gordon, from your remarks that your write-off in the 
fties was not large enough to cover the vast depreciation on steam engines 
ad equipment in general. 

Mr. Gorpon: It goes back beyond that. 


Mr. Horner (Acadia): It goes back beyond the fifties? 
| Mr. Gorpon: Yes. 


_ Mr. Horner (Acadia): I do not see, looking at the table on page 32, the 
otal amount of debt written in but I see the interest on the debt. It was sharply 
educed in 1952. 

_ Mr. Gorpon: Yes. 


Mr. Horner (Acadia): In 1951 you were paying $48 million interest and 
1952 that was sharply reduced; it went down to $25 million. From that time 
it has built up again to, in 1963, $64 million. Therefore I would imagine 
at the debt also has climbed largely since 1952. \ ; 


: Mr. Gorpon: The debt arises out of the fact that we did not have reserves 
for depreciation applying to the past. If we had had those, we would not have 


Mr. Horner (Acadia): But I am saying that most of the reserves for de- 
ciation should have been taken out since 1952. 


_ Mr. Horner (Acadia): What is the total debt of Canadian National Rail- 
ys now in your accounting system? 


Mr. GorRDON: The total debt which we have just mentioned and which 1S) 3 
wn on page 25, long term, is $1,791 million. . 


0 
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Mr. Horner (Acadia): How much was it in 1952 after the reconsolida- 
tion? nh 

Mr. VauGHAN: About $1,400 million. Before capital revision. 

Mr. Gorpon: It was $1,400 million. The adjustment at that time was 
about $736 million. You see, there was a Capital Revision Act in 1952 which 
provided relief to some extent at that time but it did not cover this point 
of the unrequited depreciation. 

Mr. HorNER (Acadia): This may be true with regard to your under 
depreciation during the fifties or prior to the fifties, but I say that quite a 
lot of it was during the fifties. Do you not believe that if this was written 
off you would have a very inaccurate comparison with regard to management? 
You say in your last paragraph that unless it is written off you will have an 
inaccurate reflection on management and employee efficiency, but would 
you not have a very inaccurate bookkeeping system if you wrote off all debt 
charges? 

Mr. Gorpon: If we wrote off all debt charges, yes; but that is not what 
we are proposing to do. We are proposing to recognize the shortfall of de- 
preciation as it applies to the fact. 


Mr. HorNER (Acadia): What would be the proportion of this shortfall? 


Mr. GorDON: This is my problem. These representations have been made 
to government. I do not think it is right for me to start giving details of 
these proposals until government is ready to disclose them. There has been 
promised a capital revision act which, we hope, will come before you this 
session. It has been mentioned several times in the House of Commons as 
legislation the government will bring in. At that time there will be full 
disclosure of all particulars of the figures about which we are talking just 
now. I do not want to appear at all reluctant about disclosing the figures, 
but I do not think I can do that until the government proposals are put in 
the form of legislation. 


Mr. FISHER: On a point of order, Mr. Chairman, this is a very important © 
point and I would like to point out that Mr. Gordon has in a sense taken to 
the hustings on this very issue in the sense that he has given speeches in © 
several places, and I have a letter here which he wrote to the Montreal Star — 
setting out Canadian National Railways’ point of view in this matter parti- | 
cularly because it was raised by them in an editorial. Mr. Crump is on record — 
as being very critical of this revision and there have been other criticisms. | 
I do not know where we can go on this matter on the basis of the fact that | 
Mr. Gordon cannot give us information about details. It is now a public © 
issue. I would assume from the fact that he has put his position so strongly j 
in the last part of his report that Mr. Gordon wants to raise it before the | 
committee, and I just cannot see where we can go unless we can have a little | 
more detail about the suggestions. Either it must be agreed that we ought to | 
discuss the whole question of the management of Canadian National Railways | 

{ 
| 


somewhat in the abstract and its approach to depreciation practices in the © 
past, or— | 


; Mr. Gorpon: I would say on that, Mr. Fisher, that the correct situation — 
is that we are now discussing the question of the principle, whether or not — 
an adjustment of the kind I have outlined is advisable. The letters which I — 


have written and the speeches which I have made have been touching on the — 
principle. 


: Mr. FISHER: You are prepared, and the minister is prepared—because I — 
think the minister has an interest in this—to have as complete a discussion © 


as possible, the only caveat being that you do not wish to go into the actual 
details of the proposal? : 
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_ Mr. Gorvon: I think that is a fair statement but I do not know just what 
pt am committing myself to in that because, as we discuss it, we may get into 
other areas. However, as you have mentioned the letter to the Montreal Star, 
I think it would be helpful if I were to read one sentence of that letter which 
covers the point you make: 


In short summary of a complicated question, the depreciation ac- 
count was far short of providing the capital funds for the replacement of 
old equipment with a modern type and the addition of new mechanisms 
in various forms of automation. Our current accounting practices since 
1956 make normal provision for replacement, but in the years prior to 

a that the amounts charged to operating account for this purpose have 

‘ proven to be grossly inadequate. Consequently, what we are trying to 
have recognized is the shortfall in past provisions for depreciation which 
have forced Canadian National to add to its interest-bearing debt to 
finance necessary replacements. 


/ That is it in a nutshell as far as it stands right now. The question of detail 
and how it will be adjusted in accounting practices will, I suggest, await the 
time when the specific proposal comes before you, however it is done, in the 
‘manner of putting forward legislation to the house. 


: Mr. HORNER (Acadia): In a sense, in the last paragraph you are asking the 
committee to recommend to the government, in one way or another, that this 
shortfall which should have been written off or should have been paid before, 
should be written off now to some extent? You are asking this committee, I 
gather, in the hope that this government will go ahead with your plans, yet you 
are not informing the committee how much this will lower the debt charges, or 
anything else. 

: Mr. Gorpon: No. 

Mr. HorNER (Acadia): I think we should have more information. 


y Mr. Gorpon: I am not aware that I am asking the committee to recommend 
anything. In our annual report I am simply stating the point of view of manage- 
ment, and I try to point out why I think this is an advantageous thing for 
Canadian National Railways and the country generally. I certainly would like 
you to recommend that. 


Mr. Horner (Acadia): Certainly. 


| Mr. Gorpon: I should like you to recommend it but I am not asking you to 
recommend it because I do not think you should until you get the detail of 


the proposal. 
ia Mr. Horner (Acadia): That is the very point I am trying to make. 


Mr. Gorpon: The proposal can only be dealt with by you as a member of 
parliament. When it is made to you you will be asked for the enacting legisla- 
tion and then you will get full particulars. 


bh 


_ Mr. Horner (Acadia): You are before us now and we can get much more 
detailed information from you rather than when this is before parliament. 


ia Mr. Gorpon: I assume there will be a committee examination. 
id Mr. HorNnER (Acadia): You are asking us to approve this report. 
Mr. Gorpon: No. 


_ Mr. Horner (Acadia): You are making recommendations to the govern- 
ment in this report. 


_ Mr. Gorpon: Wait a moment. There has always been misunderstanding 
about this and I think I might as well try to clear it up now. 
a 211725 
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This is the annual report of the Canadian National Railways and it is not © 
approved of by anybody but my board of directors and myself. This is our 
report. You cannot change a word of it even if you wanted to because it is 9 
our report. . . 

3 » 

Mr. FISHER: We can comment upon it. : 

Mr. Gorpon: Certainly you can comment, by all means. That is the reason 
it is here before you. 

Mr. Horner (Acadia): Surely it has been the custom for this committee © 
to approve of the report. 7 

Mr. Gorpon: I should be only too glad to have you approve of it, but you ; 
said that I am asking you to make a recommendation. I am not asking you to — 
do that. This is our report. | 

Mr. GREGOIRE: Mr. Chairman, on a point of order, when Mr. Gordon says — 


that we cannot amend this report I should like to suggest to him that when 
the estimates of the Department of Transport are presented to the House of 4 
Commons we will at that time be able to amend the report. 


Mr. GorRDON: You cannot amend the report. I will read what the law says. | 
Mr. GREGOIRE: Perhaps you will allow me to complete my statement. 
The CHAIRMAN: Order. 


Mr. GREGOIRE: Perhaps I can finish my statement, Mr. Chairman. I think © 
when the estimates of the Department of Transport are before the House of 
Commons any member can move that the amount to be spent by the C.N.R. be 
reduced to $1. 


Mr. GORDON: Certainly and that would then be our budget. 
Mr. GREGOIRE: That would be an amendment. 

Mr. GORDON: Yes, but it would not change this report. 

Mr. GREGOIRE: That is the kind of amendment I had in mind. 


Mr. GorDON: The law says that the Board of Directors shall make a report — 
annually to parliament setting forth the results of their operations, the amount y 
expended on capital account in respect of National Railways and such other — 
information as appears to them to be of public interest or necessary for the — 
_ information of parliament with relation to any situation existing at the time 4 

of such report, or as may be required from time to time by the governor | 
in council. 4 


What I am saying is that this is the report of the Canadian National — 
Railways and no one can change it. When you get our capital budget before you, | 
in respect of which we are asking for approval of expenditures, then you may 
change it if you wish but you cannot change this report. That is the point I | 
am making. This is our report and that is the end of it. If I may express it that q 
way. 

Mr. Rock: Mr. Chairman, I think we should have more order. When Mr. 
Prittie was asking questions I wanted to interject a question on this same 


subject but I was not allowed to. Now everyone is interjecting and I do not 
think it is fair. ‘ 


The CHAIRMAN: Order, please. On my list I have the names of Mr. Horner, — 
who has the floor, then Mr. Balcer, Mr. Rock and Mr. Addison. If you will bear 
with me all members of this committee will have a chance to ask questions. 
I want to be fair to everyone and I should like to have the same co-operation - 
that I usually have, and I will thank you very much for giving me that’ 
co-operation and refraining from raising so many slight points of order. © 


Mr. Horner have you concluded your questions? 
Mr. Horner (Acadia): I have concluded for the time being. 


oa Bet oR Mee be a. pat and RS en eae 
~ oe st Secs ope is ‘ 
5 tf y * aan . if . 

Aas 


RAILWAYS, CANALS AND TELEGRAPH LINES 67 


Mr. Batcer: In view of what Mr. Gordon has said in his last few remarks 
I am not sure whether he is in a position to answer my question. I understand 
that we are here to discuss the principles of his refinancing proposal but that 
we should not ask the witness to disclose specific amounts or indicate specific 
things of that nature because the proposal is now being discussed by the 
government. I wonder whether Mr. Gordon can tell us that if he succeeds in 
getting the government to move toward this refinancing proposal the amount 
involved will be sufficient to ensure that the C.N.R. will be in a fair position 
and will be able to cover the type of deficits that have been shown in the last 
few years? Does this amount consist of $40 million, $10 million or $5 million? 
Can you give us some indication without being specific? 

Mr. Gorpon: I will go this far and say that the whole basis of our 
proposal is that we be granted sufficient relief based on our being able to 
show from our books the amount that we say was the short fall in depreciation. 
We have to establish the amount on something and I say our proposal is 
based on that figure, and being based on that figure we hope to be able to 
persuade the government that the amount of relief will be sufficient to ensure 
that the Canadian National Railways will eliminate its deficit. 

I am pleased you raised that question because there is another point 
involved. I do not want to leave the impression, and I realize that perhaps I 
may have, that our recapitalization proposal before government is based solely 
on this one item. There are other factors arising out of previous legislation | 
involved and you may recall that the 1952 legislation was put through with 
the clear understanding that there would be a review in ten years. There are 
several factors in that legislation, which expired in 1962 and-which has been 
renewed year after year, which also will be presented. The basic point I 
mention is this. The amount of relief the government will provide if and 
when it accepts our proposal will allow us to show a surplus in the future. 


Mr. Baucer: That being the case I wonder whether you can give us a 
figure in respect of this short fall in the depreciation operation? Have you 
that figure? 


Mr. GorDON: That is the basic figure which effects the whole proposal. 


Mr. BALcerR: I am sure you know what that figure is, and I am sure that 
the government knows the figure as well. 


Mr. Gordon: Let we answer you in this way. 

Mr. BALcER: Perhaps I should direct my question to the minister. 

Mr. Gorpon: I do not think the minister can answer your question and I 
will tell you why. 
: An hon. MEMBER: You underestimate him. 


Mr. Gordon: What I mean is this we are still involved in very deep, de- 
tailed, complex and technical discussions in respect of how to establish the 
figure. Those discussions are taking place between the accounting officers of 
the finance department, the transport department and the Canadian National 
Railways. I think I have proved the figure but I cannot say that the highest 
level has proved what the figure will be. There is still a number of technicalities 
involved but I hope to have it settled very, very soon. There have been inten- 
Sive discussions going on. 

I do not think I am going too far in saying that there is a range in respect 
of the figures. There are two or three ways in which the formula can be looked 
at. This is an accounting formula having to do with the manner of depreciation 
in respect of all the different types of property. After all, we are not only 
considering locomotives but other kinds of property in our inventory as well 
which runs into thousands of items. It has been a tremendous job to arrive at 
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these methods, and a tremendous job of analysis. Again there are technical — 
discussions in respect of whether or not this is the right way of looking at it i 
or that is the right way of looking at it. We will have to arrive at an agree- q 
ment in respect of the formula but at the moment there is still a range of 4 
figures being considered. 

Mr. BALcER: Has the government accepted the principle of your proposal? 


Mr. Gorpon: I understand they have and perhaps the minister will be — 
kind enough to confirm that. | : 

Mr. PICKERSGILL: If I may be permitted to say so, it seems to me that the © 
Prime Minister’s statement in the House of Commons that this bill would be 4 
one of those we will attempt to introduce during the course of the present 3 
session is the clearest evidence that the government does accept the principle a 
that the depreciation practice of the two railways should be the same and if | 
it is not the same thing you cannot compare their results. I can confirm what 4 
Mr. Gordon says, that when you are going back into the past some considerable ; 
distance in some cases the accounting problem is a huge problem. There is not 4 
yet agreement even among the experts who are advising us and advising the q 
railway. I know they are working very hard in this regard but ultimately it 4 
is up to the deputy minister of finance and the Minister of Finance and I do q 
not need to tell any of the members of this committee that the deputy min- — 
ister and the minister have been involved with quite a number of other very — 
complicated financial problems besides the problems of the Canadian National q 
Railways, but they are trying to ration their time and consider these problems . 
whenever they can. If they had no other problems to solve, I think this 4 
problem would be solved in a very short time. I am hoping that it is going to q 
be solved soon. — 4 

Mr. Gorpon: I think I should remind you also in respect of the approval | 
of the government, that the government in 1962 also said there would be aj 
capital revision of the C.N.R., so I have the approval, I hope, of two gov- | 
ernments. 

Mr. PICKERSGILL: I am hopeful that Mr. Balcer will support the bill. 

Mr. KinpT: I should like to ask a supplementary question. 

Mr. Rock: I have the floor. 

Mr. Kinpt: My question deals with the same subject. 


Mr. Rock: The supplementary question I wished to ask dealt indirectly 
with the subject being discussed by Mr. Prittie. a 


Mr. Gordon, in 1939 the Canadian National Railways had only $53 mil-_ 
lions interest on debt, and in 1963 it was $64 million. In the past you seemed 
to have blamed some of the financial ills of the C.N.R. on the fact that you 
took over old bankrupt railways incurring their debts and interest rates. You | 
have suggested that for those reasons you had the financial ills of today. I 
should like to know the amount of interest involved at the time the C.N.R. took 
over these bankrupt railways in Canada so that I can make a comparison. Was. 
the amount of interest $10 million per year, $20 million per year, or $30 mil- 
lion per year at that time? ; 


with what you have outlined, t 
approximately, $23 million or $ 


Mr. Gorpon: In 1952 the adjustment was made in our accounts transfer ; 
ring the interest bearing debt into preferred stock. That recognized the old 


outstanding debt to which you have referred, but this did not touch the depre- 
ciation question. shi 7. 
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*. Mr. Rock: I quite understand that, but who is now paying the interest 
' that is still owing on that capital of the past? Is it still being paid by the 
_C.N.R. directly, or the government? : 

“g Mr. Gorpon: No, but it would find its way into the government accounts. 


Mr. Kinpt: I should like to ask one further question in respect of this 
_ approach to the capital structure of the Canadian National Railways. Do you 
_ feel there will have to be some write-off, and, if there is to be a write-off is 
that going to be shifted to the public debt? In a sense it is there now, of course. 


| Mr. Gorpon: Again, some of the terms become very confusing. In the 
_hormal sense in the financial world if you talk about a write-off of debt it is 
construed to mean that the debt is cancelled. 


Mr. Kinpt: Right. 


Mr. Gordon: That is not what is proposed. There will be no write-off in 
_that sense. No one is going to lose any money in the sense that the Canadian 
National Railways bonds will change value. They are going to be as good as 
_they ever were. What will happen is that the bonds held in the hands of the 
public will remain in the hands of the public until they mature, at which time 
they will be paid off. We are seeking a rearrangement of our own capital struc- 
ture on such a basis that it relates to any other investment in the system. 

Mr. Pickersgill, I am afraid that I am being drawn more and more, as you 
will see, perhaps, into the detail, but as Mr. Fisher has said, I have gone a long 

way already. The effect of the change will be that when these proposals are 
agreed to, the responsibility for the interest payments on the outstanding debt 
as it is matched up against the depreciation short-fall will be assumed by the 
government. 


Mr. KinptT: You are not only referring to interest, but also to principal? 
Mr. Gorpon: I am referring to principal as it matures, yes. 
Mr. KINDT: Yes. 


Mr. Gordon: Then it will be transferred from our debt into our equity 
stock position. 


Mr. FISHER: Mr. Gordon, you took over the C.N.R. in what year? 
; Mr. GorDon: No, I cannot subscribe to that statement. The C.N.R. took me 
over in 1950! | 
; Mr. FISHER: You were the president of the Canadian National Railways 
during the years including the time of the last capital revision? 
an Mr. GorRDON: Yes, I started on January 1, 1950. 


- Mr. FisHer: I should like to place a criticism on the record, Mr. Chair- 
Man, of the proposal that is put forward here, and then I should like to hear 
Mr. Gordon’s comments. In fact, I should like to put two criticisms on the 
record. 

‘3 _ The first is a criticism made by J. L. McDougall which appeared in the 
Toronto Globe and Mail of April 9, 1964. I am going to read the central portion 
of it. That statement reads as follows: . 


hy The facts are that C.N.R. has already had two capital reorganizations, 
of one in 1937 and one in 1952. The first cancelled what were in essence 
ue paper claims, but the second was substantial. It exchanged $736 million 
of interest-bearing debt of Canadian National for 4 per cent preferred 
stock. There was no suggestion that these securities did not represent 
tangible assets; but the securities had been acquired for government 
i account during the war and they were quietly neutralized in this fashion. 
a Secondly, $100 million of advances to the railway was converted into a 
20-year debenture on which no interest was to be payable for the first 
10 years. Thirdly, an agreement was made under which the government 
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I do not agree with that statement, but I think it is important that it be | 
placed on the record if we are going to have an intelligent discussion in this ! 
regard. 7 


Mr. GorDon: Mr. Fisher, would you care to read the last paragraph which 3 
is even more critical? I should like to bring out the points he mentions there. 


Mr. FISHER: Yes. It states: 


I should like to put one further brief remark credited to the president 
of the Canadian Pacific Railway on the record. This quotation is from the 
Toronto Globe and Mail of May 7, 1964, and states: | 
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would purchase additional preferred stock to the extent of 3 per cent of 
gross revenues up to 1960. In other words, government hasn’t saddled 
the C.N.R. with debt charges, it has already fee it of a major share 
of all debt accumulated up to 1952. 


This drastic reduction in C.N.R.’s obligations was supposed to give the 
management a chance to prove itself as an economic organization; and 
it is fair to suggest that it originated with that management. The sequel 
is that this management then stepped out with an enormous program of 
capital investment despite the unattractive prospects for further invest- 
ment in the railway property, not in Canada alone, but everywhere 
throughout the world. | 


In the 11 years 1952-62 inclusive, the net increases were: In share- 
holders’ capital, $255 million; in funded debt held by the public, $1,018 
million; in government loans held as active assets, $88 million; total 
$1,361 ulin: . 


What is there to show for this enormous outpouring of capital? In © 
the four years 1948-51 inclusive the railway averaged a bit under $24 © 
million of income available for fixed charges. (The annual figures being © 
12.5; 6.2; 44.1 and 31.7 million respectively). In the four years 1960-63, . 
when one should expect that this capital would have begun to bear | 


fruit the average amount available for fixed charges was $10.5 million 1 
(the annual figures being 1.5; 5.5; 23.3 and 11.8 million respectively). 


And now the people who have applied the public resources so un- | 
productively are shamelessly arguing that all past debts should now be 
wiped out in order that they may repeat the process! 4 


The long-run interest of the country demands that Canadian Na- 
tional be sold and so compelled to stand on its own feet. The present 
executive corps recommended this arrangement. They were supposed. 
to lay out the money so that it would be productive. If they have 
failed, let them live with that failure and try to retrieve as much as: 


forward manfully and tell us why their plans failed and why they. 
should be trusted to make meaningful estimates in the future. | 


Over-indulgence toward the Canadian National Railways could 
threaten private enterprise in the transportation field, N. R. Crump, 
president of the Canadian Pacific Railway Co., said at the company’ ; 
annual meeting yesterday. r 


Mr. Crump said the C.N.R. has made new proposals in the past two) 
years for further writeoffs of debt, and that the C.P.R. is concerned > 
about these, both as a competitor and as a taxpayer. He said that the 
C.P.R., as a taxpayer, contributes to public funds from which the crown 
owned C.N.R. finances its capital expenditures on plant and equipment 
and from which it draws to meet annual deficits. . 


r . | 
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j These two statements give us a type of criticism in addition to the letter 
that I believe you sent to the Montreal Star as a result of an editorial which 
appeared in the Montreal Star on February 15, 1954. Your letter to the 
Montreal Star appeared in the Star on March 17, 1964. 


Mr. Gorpon: Actually my letter appeared in the Montreal Star on 
February 17, 1964. 


Mr. FISHER: What I am trying to suggest, Mr. Chairman, is that over the 
last four or five years I have made a point in this committee to bring attention 
to the fact that year after year the approach of the Canadian National Rail- 
ways has been that we are really not in a sound position to criticize the 
effectiveness of the management of the C.N.R. and that we must look at it 
over a long term. Mr. Gordon has had 14 years experience with the Canadian 
National Railways and he is now rapidly approaching his second capital 
revision of a substantial kind. He is now coming up to his second capital re- 
vision of a substantial kind and he is hinging it all upon a mistake; if not a 
mistake, a wrong depreciation practice which became apparent, at least in 
terms of any rectification, in 1956, six years after he took over, and we have 
the situation where a similarly large competitor in the field was also out in the 
public domain arguing against the points put forward by him. In view of 
this I feel he should present us at this time with a clear answer to the 
criticisms made by Mr. Crump in this matter. In view of the line of approach 
of Professor McDougall, who has been a long term proponent of the CaP Re 
I am sure these are the C.P.R.’s views he has in his letter and I think we 
should have a clear answer for the record to these criticisms and allegations, 
which we have not received to date in the questioning. 


Mr. GorRDON: Yes, but that is a large assignment. 


As you point out, Professor McDougall’s letter is a letter written by a 
man whom you have to think of as a witness when he makes a reply or 
any statement; Professor McDougall has been closely associated with the 
Canadian Pacific Railway throughout his life and has appeared for them as 
a witness in many proceedings before the board of transport and otherwise. 

I cannot take his letter in detail because it would take me all day. I 
think it is better if I turned away from the letter to Mr. Crump’s statement 
which basically and essentially has the same kind of approach. 


Mr. FISHER: Yes. 


Mr. Gorpon: I think to do that I might as well put on the record what 
Mr. Crump said. 

First of all, Mr. Crump made a statement in an address to the share- 
holders of the Canadian Pacific Railway Company on May 6, 1964, and again 
he is making references to Canadian National Railways proposals for re- 
Capitalization on what he assumes they are because he does not know the 
actual details of the proposals. However, he made these statements, among 
others, and I want to quote them: 
Within the past two years new proposals have been advanced by 

the Canadian National Railways for a further write-off of that company’s 
debt. Your company is concerned in this matter both as taxpayer and as 
competitor. 


As I said before, the C.P.R. obviously has no clear concept of what the 
Proposals are because they have not seen them. The proposals made to the 
government, as I said, are still on a confidential basis. He talks about a further 
write-off of the company’s debt. There is no further write-off of it. I have said 
that most of our debt is in the form of bonds that are held by the public and it 
will remain there until it matures in the normal course and is paid off. We are 
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seeking a re-arrangement of our capital structure so far as it relates to the 

government’s investment in the Canadian national system. This has been done | 

in order to obtain some relief from the crushing burden of debt charges which ~ 

make the annual profit and loss account such an inaccurate reflection of man- 
agement and employee efficiency. 

He went on to say: 3 

As taxpayer, your company contributes to public funds from which : 

the national railway finances its capital expenditures on plant and equip- : 

ment and from which it draws to meet annual deficits. q 


The Canadian National pays all the same taxes as the Canadian Pacific | 
and, in particular, is liable for income taxes at the same rates as Canadian : 
Pacific. This was decided back in 1952 when the exemption of certain crown jj 
companies from income taxes was withdrawn. The unfortunate fact, as I men- | 
tioned, is that the Canadian National has not earned a taxable income since a 
becoming subject to income tax in 1952 and this is largely due to the excessive © 
interest charges it has had to bear relative to its need for large new invest- | 
ments since that time. As a taxpayer, the Canadian Pacific is no different from 4 
any other large Canadian corporation including the Canadian National. 


Then, he says: 


As competitor, your company, like every other private transport 1 
operation in Canada, must try with its own resources to match the facil- q 
ties of the government owned system paid for out of public funds. 4 


So far as rates are concerned, no competitive rates have been set by Cana- 
dian National that have not been the result of a joint conference. It should be ~ 
recognized that in the past the general rate levels, authorized by the board © 
of transport commissioners, were set with the Canadian Pacific as a yardstick — 
railway and that these rates reflected the cost of money to the Canadian Pacific , 
without regard to Canadian National’s financing costs. a 

With regard to facing competition from “the facilities of the government — 
owned system paid for out of public funds” there should be no fear on this q 
score. If Canadian National is recapitalized it will have access to the same © 
sources of funds as Canadian Pacific, and that is what we want. We want to ~ 
get it on the basis that Canadian National will finance itself out of internally © 
generated funds from depreciation provisions and equity capital. We cannot : | 
get it on present day basis until we wipe out the effects of the basis. But, Cana- 4 
dian National will be on the same footing as Canadian Pacific except that Cana- © 
dian National’s capital expenditure program still will have to pass government 
scrutiny. And, this is a scrutiny which is far more detailed and difficult than q 
that applied by Canadian Pacific shareholders. No Canadian Pacific shareholder | 
gets up and asks management to justify themselves as much as I have to here. _ 
Now, I do not object to it but it is a fact of life. The proposed capital expendi- — 
tures of the Canadian National receive the most careful scrutiny by our own — 
board of directors before being recommended for inclusion in the capital budget 
that is presented to the government for approval. We have to sell it to the’ 
government before we can get an order in council, and any expenditure which — 
is optional to the management in that it is a new method of doing business © 
or an expenditure which is not required to continue the existing structure is | 
not approved unless the requirements of a good rate of return on investment _ 
are met. In addition, any expenditures which are required to keep the plant in 
operation, such as new bridges, culverts, and so on are approved only after 
exhaustive studies of the existing physical condition of the facility, of new. 
technological developments, and of various alternatives available. " a 

Now, the capital expenditures of Canadian National have covered the 
whole rehabilitation and modernization programs following world war II. 
They have permitted the Canadian National to compete successfully for ne v 
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ish traffic and to regain a great deal of traffic which had been lost. They kept 
- the revenues up and the costs down and on no occasion. has there been in my 
_ recollection any serious objection to any capital expenditures incorporated in 
b our annual budget. I say that only to indicate that management of Canadian 
_ National only puts forward those items which they can justify and obtain 
_ approval of after very careful examination. So, regarding Canadian Pacific’s 
_. ability to match Canadian National’s facilities, Canadian National’s test of 
_ the worth of the new facilities is at least as complete as Canadian Pacific’s 

and it is Canadian National’s plan that the financing of these facilities will 


_ be on as equivalent a basis as is feasible with that of Canadian Pacific. Then, 
this statement was made: 


No private business can survive in competition with crown corpora- 
tions which are indulged, not only with immunity from the consequences 
of deficiencies in their operations, but with cost-free capital. 


If Canadian National has indulged in anything it has been kept a great 
_ secret from me. 


Mr. FISHER: Then why would Mr. Crump make the statement? 


i Mr. Gorpon: I do not know. I have not talked to him about it. However, 
_ I might say, and perhaps I will get myself into trouble, which I do at least 
_ once every time I appear before this committee, that I am perfectly certain 
_ Mr. Crump did not write the statement. 


Mr. PICKERSGILL: You are becoming a parliamentarian. 
Mr. Gordon: Perhaps I had better let that pass. 


There is no suggestion in our capital revision proposals that Canadian 
_ National be placed in a position where it can obtain cost-free capital. The 
_ objective is to establish a capital structure that will correct some of the de- 
 ficiencies arising out of practices that were followed in the past. 


I took note of your statement in which you indicated if not a mistake, a 
- wrong depreciation practice was followed. It is not fair to say that about past 
- management. What I am saying is the fact that these depreciating practices 
_ that were then in force were so recognized and were argued on the basis a 
_ crown company did not need to set up depreciation because they could get the 
money. My belief is that that sort of thing should be corrected and to have a 
_ proper comparison with Canadian Pacific we should get our accounting on 
_ the basis where there can be a correct comparison made. We never will get 
a proper comparison so long as we follow different types of depreciation prac- 
_ tice. You referred to the fact that this happened after the start of my term in 
_ office. I would ask you to remember that the uniform classification of accounts 
_ was not adopted officially through the Board of Transport Commissioners until 
' 1956, and there were some years of discussion before that. It was only after 
_ the adoption of the uniform classification of accounts that the actual results 
_ became sO apparent as to what our depreciation practices had been. 


eo 


Our objective is to correct some of the defects arising out of the past be- 
_ cause funds for capital expenditures in respect of all private enterprise com- 
_ panies—normally are provided for internally generated sources and from out- 
' side borrowings. The chief source of internal funds is the annual amount of 
- depreciation that is set aside out of profits and unless depreciating accounting 
_ practices are followed the company has no alternative but to borrow the money 
at. interest from outside sources. This is the situation that Canadian National 
_ found itself in when large capital expenditures were made to meet the post 
_ war competition from automobiles, pipe lines, ships, trucks, airplanes and so 
_ on. We only commenced providing for depreciation in a broad way in 1956, and 
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our accounts have been in accordance with the mandatory provision by the | 
Board of Transport Commissioners with the issuance of the uniform classifi- 
cation of accounts for railways. In our capital revision proposals we are trying 
to obtain recognition of the short-fall in past provisions for depreciation which 
have forced Canadian National to add to its interest bearing debt to finance 
the necessary replacements of assets. 

Canadian Pacific did not have this same problem—and I want to be careful 
what I say about the C.P.R.; I am not bearing testimony for them. Perhaps 
I will say that I understand the C.P.R. did not have the same problem because 
over the years it has been building up its depreciation reserves out of earnings 
and the charging of this type of expense has had an important advantageous 
effect on the income tax payments by that company. In addition, it provided the 
company with a large part of the capital, free from interest, which it needed 
to finance its capital expenditure programs. 

The statement refers to the Canadian National’s “immunity from the 
consequences of deficiencies in their operations” and claims that no private 
business can survive in competition with crown companies who possess that ; 
quality. If Canadian National is placed in a position where small regular annual ~ 
profits are capable of accomplishment, it will not be immune from the con- | 
sequences of deficiencies in its operations. It will be operating in a commercial 
climate with a normal financial structure and it is fully expected there will © 
no longer be any need for payments to be made by the government to cover 
Canadian National deficits. ~ i a 

This is the point I particularly want to stress. The only real urge for P 
Canadian National management to keep its competition within the range of © 
sound management is pride in its accomplishment. If the Canadian National is — 
doomed to perpetual deficits, this pride will disappear and slackness is sure to 
follow. So long as Canadian National tries to retain good business principles in — 
struggling to show a return on its efforts and resisting attempts to foist unpro- 
fitable or unnecessary operations on it, then it will continue to be a fair com- | 
petitor, although a tough one as it should be. But, let its efforts be fruitless in q 
respect of generating a pride in the management and the organization generally, © 
then fairness in competition will go out of the window and expediency may well | 
be the substitute for it. This, I suggest to you, will be bad news not only for | 
transportation competition but for the country as a whole. For example, why ~ 
would Canadian National take the lead in research work, as it has, in promulga- — 
tion of new ideas and innovations, as it has and, particularly, why should it not — 
let labour have its way? What is the incentive in trying to take a position where ~ 
we pay the going rate in respect of our wage negotiations; if we are doomed — 
to deficits anyway, it does not matter. I repeat that the only hope in the future 
of the Canadian National is to put it in a position where it has no longer an — 
alibi about the past. Let us wipe the books clear of the past so that we cannot — 
fall back on it. Then, when we get it into a proper position, having accomplished ~ 
that, then I will say to this committee: If the Canadian National does not show — 
a profit, call it to account, and the management, because if it does not show a } 
profit under those circumstances there is something wrong either in regard to the © 
rates that they are getting for their service, the kind of service they are giving, © 
or the costs they are absorbing. Then and only then will you have a proper — 
opportunity to ask the question of Management, why. But, you cannot do it so _ 
long as this past is there. a 

Mr. FISHER: I had the pleasure of reading the proceedings in your appear- — 
ances before this committee since 1950-51, and I cannot remember through 
1954, 1955, 1956, 1957, or 1958 that this question of depreciation really came up. 4 
As I recall it, when you were present when the annual report for 1956 came — 
up you were tremendously optimistic. You mentioned that we should clear the 
past and then if you do not produce we can comment upon the management. — 
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But, I suggest we have a past record to look at, and for years you did not reveal 
or show to the committees of this house that you were concerned about this 
depreciation matter. This only has been related in the last couple of years. I 
would like you to look at the point that Professor McDougall raised. He says in 
the four years, 1960-63, when one should expect that this capital would have 
begun to bear fruit, the average amount available for fixed charges was $10.5 
_million. Now, in so far as this amount available for fixed charges is concerned, 
this really has nothing to do with the debt; this is all that has been available. 
In the light of all the tremendous expenditures, the improvements in the rail- 
way’s capacity to do work and to increase its productivity, all you have had on 
an average between 1960 and 1963, namely four years, is $10.5 million in fixed 
charges. Now, in truth, that is not a very optimistic picture to put before us. 


Mr. Gorpon: No, I agree; but the trouble with generalizing always is that 
it is a generalization. You have to take each year specifically. You must 
remember that since recapitalization that Mr. McDougall refers to, there have 
been some major changes in the railway industry. Take for instance the imposi- 
tion of the 40 hour week for standard labour, and the tremendous additional cost 
which had to be absorbed, and which could only be absorbed gradually. More- 
over, we ran into a completely different technological position in regard to 
competition and so on. We have to adjust ourselves to that new environment. 
And there are other items, but I have taken the two largest ones. 


We ran into increased costs arising out of the new re-orientation having 
regard to the 40-hour week, and in other things. I am not arguing against this. 
I say that we had to meet them and face them, and that they had to be 
absorbed. Secondly, in regard to the effects of competition, if we are going to 
survive in a competitive environment, we have to get into the business of 
automation, and we have to produce all sorts of things, ideas, and methods by 
which to operate the railway. That will take a little time, but it usually shows 
results. 


In the course of doing this, we have to consider the extent by which we 
have to rehabilitate the railway in terms of its machinery, if you wish to call 
it that, or methods of operation; and along about that time there came the 
uniform classification of accounts. It started under discussion in 1954, and it 
took two years before they got through. They came in, in 1956. These things 
had to be adjusted. It was a new area, and it was a new looking environment 
when we began to realize the situation in regard to our depreciation costs. 


I quite agree that the depreciation argument was not thought about at all 
in 1951 or 1952. If we had been able to keep things relative to the way they 
were in 1951, if we still had the same labour outlook without the 40-hour week 
and other things, and if we still had the same relative outlook in regard to 
_ competition and things like that, and these new forms had not come into being 
_ it may well be that we would not need these new readjustments. But because we 
_ had to adjust ourselves to a new environment, we had to have depreciation 

to take care of the new costs. 


Mr. FISHER: You have been building your case on the poor kind of deprecia- 
_ tion. Now you have introduced all these other factors. 


Mr. Gorpon: Yes. This will appear in our argument when we justify our 
application for recapitalization. That is why I say it is not confined solely to 
the past, but to other factors as well. 


Mr. FISHER: Let me put my comment this way. The Canadian Pacific is 
your major competitor, and having regard to their attitude or point of view 
with regard to your recent recapitalization, it would also have had to contend 
with the very same factors that you had to contend with. 
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Mr. Gorpon: Well, yes and no. As I pointed out to Mr. Grégoire, the amount 4 
of depreciation that the Canadian Pacific accumulated throughout the years is — 
very much more than what we had accumulated. Therefore, they had those — 
resources with which to buy their equipment. But as far as the fears expressed 
by the Canadian Pacific are concerned, their fears have been in regard to 
anything which would mean that the Canadian National Railways would be 
able to demonstrate their efficiency and competence in regard to the current 
years. Those fears are traditional. It has become almost a party line in regard 
to the Canadian Pacific to express fears of that kind. 


I can give you proof of that by reading to you a short sentence which comes 
from the report of the Royal Commission on Transportation of 1951, which had 
this to say on the capital revision proposals being mentioned. At page 193 of © 
their report they say: 


The objections of the Canadian Pacific Railway Company are based 
on the fear that the Canadian National recapitalization proposals consti- 
tute a threat to the continued existence of the Canadian Pacific as a 
private corporation. The Canadian Pacific fears that Canadian National 3 
earnings on the basis of the proposed capital structure would give rise q 
to demands for lower freight rates regardless of the value of railway | 
property or the earnings required to service the investment therein. 4 
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I would ask you to cast your mind back over the last twelve to fourteen 4 
years to see if any of those fears have been justified. None of those fears of ~ 
1951 has been realized. The sale value of Canadian Pacific stock has improved — 
considerably. Their earnings have steadily shown advancement. None of these 4 
things in regard to the statement about lowering freight rates, and the value © 
of property has come to pass. This fear is traditional. It will always be 
expressed, and it is the same fear that they expressed in 1951. 


Mr. FISHER: It might be worth while if we should have the views of the | 
Canadian Pacific management upon the evidence that Mr. Gordon has given, 4 
particularly this section at the back of his report. I think Mr. Gordon has | 
given the rebuttal from the Canadian National Railways’ point of view in 
regard to what Mr. Crump and Mr. McDougall have put into the public © 
domain. But I think it would be worth while to hear from the Canadian Pacific ~ 
Management in this committee before we make any comments, and put forward ~ 
a report to the house. That is why I would like to ask you, Mr. Chairman, if 4 
you would consider inviting them to appear. I know we cannot demand it, but © 
I think we can invite Canadian Pacific Railway representatives to appear © 
before the committee to express their views in this particular regard. 


The CHAIRMAN: I am sure there is one thing that is evident, namely, that q 
the Canadian Pacific has not put the case before the committee that you have, — 
and that you have been a so-called spokesman on their behalf. But in any > 
event, I think this is a matter that should be referred to the steering committee, ‘ 
and I would be glad to call the steering committee, if that is your wish, and — 
have its members take it into consideration. 4 


= 


Mr. Gorpon: May I make one comment? I may be out of order in doing — 
so, but may I suggest that when you consider calling Canadian Pacific repre-_ | 
sentatives before the committee, you should await publication of our proposals, © 
because they will not be able to comment upon our proposals until they are | 
made. I have no objection to your calling these people, but I suggest that in — 
order to be effective, the Canadian Pacific could hardly answer something — 
which they do not really know about. 2 


The CHAIRMAN: The steering committee will discuss it. 
Mr. FIsHER: They have not been timid so far. 
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tt Mr. AppIson: First of all, may I ask if the depreciation taken last year 
i. as shown at the bottom of page 24 is this amount of $62 million odd? 

i, Mr. Gorpvon: No; it is $99 million. You will see the total figure given on 
' page 26, where it is shown as $99,049,081, under the heading of ‘Source and 
_ Application of Funds for the Year 1963”. 


Mr. ADDISON: Since this is the first year in seven that the Canadian 
_ National Railways have shown a profit in actual railway operations between 
revenues and expenses, you forecast additional profit when some of this debt 
load can be retired. What would you consider to be a fair return as a sales 
figure in railway operation? 
_ Mr. Gorpnon: I would not want to express a view on that. I do not think 
_ that the Canadian National Railways should ever be in a position to have to 
_ attest to a return in reference to a sales figure. My view on that is that the 
. Canadian National Railways should operate its affairs, and show a small 
_ profit—not a large one, but a small one. We should just get by, standing on 
_ our own feet, and perhaps show a small profit. This is not relevant in regard 
to a percentage in regard to sales. 


Mr. ADDISON: You referred to the transportation industry as providing a 
service to the Canadian people. 


Mr. Gorpon: That is right. 


| Mr. AppISON: Do you consider that the subsidy which is now paid to the — 
_ Canadian National Railways is adequate? 


3 Mr. Gorpon: Well, there is no subsidy paid to the Canadian National Rail- 
| ways. 


Mr. Appison: Well, what about the $71 million? 


Mr. Gorpon: I know, but that is paid to the users of our services, because 
_ our rates are frozen. It is a public service. I was careful to say in my statement, 
on page 3: 

i Revenues from freight services included $10.1 million related to the 
freight rates reduction subsidy which reduces for shippers, on certain 
classes of traffic, the full effect of the last freight rate increase authorized 
by the board of transport commissioners in 1958. 


So you see it is the shipper who gets the advantage of the subsidy. 

Mr. Appison: The only amount of money that the Canadian National Rail- 
_Ways receive from the government is an amount to make up the deficit for the 
| year. 

_ -Mr. Gorvon: That is right. 


Mr. KinpT: May I just refer to one short question on this matter of shifting 
the capital structure, or part of the debt load of the Canadian National Railways 
on to the broad back of the big family mule. However, that is only done partially. 
This at least places the management of the Canadian National Railways in the 
position to reflect accurately the efficiency in their management, as you so desire; 
in other words, what you are saying is that it can do either a 100 per cent job, 
or if it is only a partial job, you are still being affected by the size of the debt 
structure, so that you are slipping behind when it comes to efficiency. 


a Mr. Gorpon: I am afraid I have not made myself clear if you receive that 
impression. What I was trying to say is that we want to receive the amount by 
which we feel our depreciation account was short in regard to past years. That is 
what I regard as unrequited depreciation. This is a term with which you will 
become more familiar when you finally get our proposals. This unrequited 
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depreciation is the amount at which—if normal provision for depreciation had 
been used in the past—our depreciation in reserve would now stand. And to the 
extent that we are able to establish that figure, then that figure will offset the 
amount of our debt, whatever it might be. . 


Mr. App1son: That is what would happen? 


Mr. Gorpon: That is what I expect, but it would still leave some debt for 
the Canadian National Railways. We are not seeking a total write-off of the 
outstanding debts of the Canadian National Railways. The amount for which 
the government will take the responsibility will be the amount of the re- — 
regulated depreciation, which would have decreased our past deficits, had it : 
been paid in the past, if a normal depreciation program had been followed. 


Mr. Vaughan reminds me that this rearrangement will mean no extra ~ 
burden on the taxpayer. The taxpayer would be in exactly the same position, or 
even a little better off, to the extent that the government automatically takes 
over the debt; and when it becomes a debt of the Canadian government, we will 
then get a better market basis than we have for the sale of Canadian National 
bonds. But it will not mean an additional burden on the taxpayer under our 
proposals. 

Mr. REGAN: I have one or two questions arising out of the Barry Goldwater — 
type of statement of Mr. Crump. Would you not agree that most of the profit | 
that the Canadian Pacific Railway earns comes from ways and from fields in 
which you are not a competitor in the Canadian National Railways? 


Mr. GorDoN: A good deal of it does, yes. The Canadian Pacific has invest- 
ment companies from which they derive benefits which are not open to us. 
May I say this with respect to your question. I realize the particular reference — 
you have made to a certain gentleman in the United States, but I would not — 
want the impression to be gained that we have a fight on, or anything of that ~ 
kind, with the Canadian Pacific. That is not the case. I do not deplore the views j 
expressed by the Canadian Pacific. They are perfectly well entitled to express — 
their points of view. But I do not want you to think there is a great big fight q 
looming up, because there is not. Our relations are perfectly friendly. This is — 
a free country. They have their views, and they may express them. 


Mr. REGAN: With respect to your comments arising out of this statement | 
of Mr. Crump before me, you will agree that the basic and primary purpose ~ 
of the Canadian National is not to make a profit; and you will agree that | 
in a country of this type, surely its purpose is to provide a certain service, and 
that the service, because of the nature and the geography of this country, | 
and its tariff structure, is such that a railway operation which is government | 
owned cannot expect to provide the service that is needed, and, at the same q 
time, make a huge profit. ; 


Mr. Gorpon: No, I cannot go along with you. But I do want to say that © 
the Canadian National accepts its full responsibility to provide the services | 
which are required, but it wishes to do so on a commercial basis but not_ 
without the end result indicated of making a small profit. I agree with you, © 
but I do not think that in our Canadian National Railways outlook we should | 
ever burden the taxpayers. For example, we should never quote a rate to do 
a piece of business which is below cost. The end result of our operations should ~ 
be that we provide a service to the public in one way, namely, that it should © 
give them adequate, efficient service at a cost which would make this country — 
competitive in foreign markets. } 


Mr. REGAN: If you always require compensation for any service that you ; 
undertake, you will agree that it would be necessary that some form of subsidy 
still be applicable to your organization from the government? A 
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| Mr. Gorpon: No, I do not. This would be purely a matter of government 
_ policy. The government might decide that there was an area in Canada under 
the Maritime Freight Rates Act, which is an excellent example, and if they 
feel, for certain reasons which apply, in their judgment on a political or busi- 
ness basis, there should be recognition of a depressed area or anything of that 
sort, where the railways should give better rates, then that is entirely up to 
the government of the day. You see, it is the public purse which makes up 
_ the difference. It should not be the railways that subsidize. If there is going 
_ to be any subsidy recognizing any special situation in any part of this country 
the subsidy should be given only in the form of a payment to that particular 
_ area by the government. If they wish to do it through the railways as a 
matter of convenience, then it becomes only a matter of administration. But our 
costs should always be kept in mind and we should never be quoting rates 
which are below our cost. That is the whole principle of the MacPherson Royal 
Commission report, that we have rates which are cost oriented. 


Mr. REGAN: But you will grant that if we are going to have any tariff 
structure, as such, there are areas which are geographically different and this 
is the reason that there is a sort of subsidy through the government? 


Mr. Gorpon: That is purely a matter of political judgment. It is not a 
_judgment for the railways to make. It is purely a political one. 


Mr. RHEAUME: Mr. Chairman, are we going to adjourn for lunch? 


The CHAIRMAN: That is up to the committee. I am not going to move that 
_we adjourn. 


Mr. FISHER: I have one last question. 


Mr. RHEAUME: I shall proceed at this time, but I thought we were going to 
_adjourn for lunch. 
The CHAIRMAN: Is there a motion to adjourn? Yes, and it is agreed. 


| Mr. Gorpon: May I have the pleasure of renewing my invitation to the 
Members of the committee to come and partake of a great Canadian National 
lunch. If you will come to the Union Station you will find a car available. Will | 
you accompany me? 

The CHAIRMAN: Let me suggest that in view of the fact the decision of the 
committee is to meet after the orders of the day, that we make it 4 o’clock? 
| Agreed. 


The committee adjourned. 


AFTERNOON SITTING 


: TUESDAY, June 16, 1964. 
me? ext) 


The CHAIRMAN: Gentlemen, we have a quorum. Mr. Kindat. 


Mr. Kinpt: Before we get to the real meat of the committee I would like 
to ask Mr. Gordon a question concerning the Canadian National Railways right 
of way south of Calgary. That rail line was surveyed some 50 to 60 years ago. 
No rails were ever laid, and it has been abandoned for over 50 years. 

Mr. Prittie: Mr. Chairman, on a point of order, we are still on the subject 
of financing. We are supposed to be dealing with the report section by section. 

The CHAIRMAN: Yes, I thought Mr. Kindt’s question would be on the 
financial review. We decided this morning that the committee should proceed 
section by section, and we are now on the item “financial review.” 
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Mr. Kinpt: Yes, but I thought that in good graciousness I might ask this q 
question before the full meeting of the committee began so that we could get — 
it on the record. I intend to ask it at some time. | | 


Mr. Prrrrir: I have a dozen. 


The CHarrMan: Is it the wish of the committee that Mr. Kindt ask one — 
question, provided it is not a precedent? 


(Translation) 


Mr. BEAULE: You are creating a precedent. Committee members are going 
to do likewise. We must follow the committee rules. 


(Text) 


The CHAIRMAN: I am sorry, Mr. Kindt. Unless you get some consent from ~ 
your co-members, I am in the hands of the committee. They do not seem to be y 
very lenient. I do not care, personally. ; 


Mr. Kinpt: They may want some consideration given to them later on. 4 
This type of action on the part of a few may be all right at times, but I do © 
not think it indicates good sportsmanship. ; 

The CHARMAN: Is it a short question? 

Mr. KinptT: Of course it is a short question. 

The CHAIRMAN: All right then, go ahead. 


Mr. Kinpt: On behalf of the town of High River, I wrote a letter to Mr. { 
Gordon and he in turn on behalf of the Canadian National Railways gave it back © 
to the town of High River. There was a negotiation about an old right of way | 
which went through the town of High River. The town is grateful to him. It © 
showed excellent public relations. The farmers all along that right of way for — 
over 100 miles feel that if they were in a position to buy back that land, it would — 
constitute a form of relief to the Canadian National Railways by alleviating © 
their taxes, because the Canadian National Railways have to pay taxes © 
and they do so and it costs the public a lot. But if only this land could be sold © 
back to the farmers, there would be money saved for the Canadian National ~ 
Railways. I would like Mr. Gordon to state what the policy of the company is © 


with respect to that right of way, so that it might be transmitted to the people q 
of that area. q 


Mr. Gorpon: Well, Mr. Chairman, I think it is a very simple question. If 
there is any land at any point which is surplus to railway requirements we are j 
always interested to hear from anyone who is interested to purchase it. I am © 
not familiar with the particular section of right of way. But tell your interested 


purchasers to get in touch with Mr. Roger Graham, vice-president of the 


mentioned. 
Mr. KinpT: Very well. Thank you. 


_The CuHarrMan: Let us get back on the track and discuss the financial 
review. Mr. Rhéaume had the floor when we adjourned. : 


Mr. RHEAUME: I would like to ask a few questions in relation to this 
business of the new method of accounting and financing. I believe Mr. Gordon 
made the statement that there are interest charges which the Canadian National 
Railways had to pay, and that there was a debt incurred as a result of poor 
depreciation procedure, which could be attributed as a major factor to the 
Canadian National Railways deficit position. Is that right? a 


Mr. GORDON: Yes, but I would like you to withdraw the words “ 
preciation practice”; that is not the real statement. 


Mr. RHEAUME: Well, let us say unfortunate? 
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4 _ Mr. Gorpon: No. It was under a different regime. A different method was 
-in force in those years which did not take into account the need for normal 
depreciation. We have now looked at it since that time, when the Board of 
Transport Commissioners devised their uniform system of accounting. I would 
like to make this statement: the most graphic illustration of it is in the accounts 
for 1963. If you look at page 26 I think it is, you will find our provision for de- 
preciation in 1963 totalled $99,049,081, and that it is a direct charge to our 
“operating expenses. We have to absorb it in our operating expenses. If you com- 
pare that sum with a similar charge—let us take the year 1951, before this 
uniform classification of accounting procedure went in—and you take the 
‘depreciation practice in 1951, it is quite a different system. The charge to 
operating expenses in that year would have been something in the order of from 
$25 to $30 million odd. That is the most graphic comparison I can make as to 
‘what this new method has done in regard to current practice. That means that 
‘since 1956 we are charging into Canadian National Railways accounts the full 
amount of depreciation, and we figure that this will take care of renewal of 
capital assets which come in year by year, and take care of them when worn out, 
‘when they would have to be replaced. 


We are now making full provision for it, so that future managements of 
the Canadian National Railways will not be faced with the problem with 
which we have been faced. What I am trying to do by the proposals for 
recapitalization is to remove the shadow of the past and to take out of 
‘consideration altogether the inadequacy of the depreciation reserve of the 
past. Once we get that out of the way, then you, or anybody will be able to 
take our current Canadian National accounts and make the proper comparison 
with the Canadian Pacific Railway, with the knowledge that the same account- 
ing practices are being followed. Then you will have an accurate means of 
determining the efficiency, if you like, or the managerial competence of the 
Canadian National Railways without always having to have a qualification in 
respect of the figures. 

th Mr. RHEAUME: At least since 1956 the accounting system has been on 
the rails? 

_ Mr. Gorpon: That is right, fully on the rails, so that future management 
of the railways will not have an alibi in respect of the actual results of the 
railway. 


Mr. RHEAUME: My next question is this: you are making proposals to 
the government, the principles of which you have given us, with some details 
of those principles, and they will eliminate the interest charges on this extra 
debt that you incurred prior to 1952. 


_ Mr. Gorpvon: To the extent that we are able to demonstrate this shortfall 
in depreciation, yes sir. 

Mr. RHEAUME: Suppose your proposal in fact had been adopted last year, 
would the Canadian National Railways this year be in a surplus position rather 
than in a deficit position? 

_ Mr. Gorvon: I believe it would have been in a surplus position. That 
very point refers to questions asked this morning which touched on this 
very subject. If you look at the figures of the Canadian Pacific balance sheet 
you will find again very graphically illustrated the ratio of reserves for 
depreciation shown in their accounts; the ratio of that reserve to the property 
investments shows that they have a 45 per cent reserve for depreciation against 
the property investment account; and on the same basis with such an analysis, 
Canadian National Railways would only have 20.2 per cent. This again reflects 
the inadequacy of our depreciation reserves. 


_ Mr. Horner (Acadia): Is it 20 now? 


* 
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Mr. Gorpon: No. That is just the figure showing our own reserve accumula- | 
tion in the 1963 balance sheet, and it shows that we have only 20.2 per cent 
of the property investment figure in our depreciation, while the Canadian, 
Pacific have 45 per cent. That explains why we have had to borrow money! 


instead of already having it. 
Mr. Horner (Acadia): But you claim you are now on the rails? 


Mr. Gorpon: As from 1956, yes. | 
Mr. Horner (Acadia): Then should you not both be relatively equal? 
Mr. Gorpon: No, because we have not had time to accumulate it yet. 
This 45 per cent of the Canadian Pacific represents their past accumulation. If. 


you take 1956 and separate the two, then you would be right. But you would 
have to separate them. 

Mr. RHEAUME: You told the committee I believe that the proposal you wi 
make to the government would in fact change the Canadian National Railway 
balance sheet from a deficit of $43 million this year to a surplus position. Th 
I think you have told the committee that you are going to make recommendatio 
at least that the government will be financing it in some other way to pay th 
$43 million in interest charges. 4 

Mr. Gorpon: What you are gradually doing is making me tell you th 
extent of our proposals to the government which I have said I will not do, 
This is something like the $64 question. E 


Mr. Rutaume: Another thing I wanted to ask you is this: would it be 
fair to say that for every year since 1956 the same would be true having 
reference to your proposal? q 

Mr. Gorpon: Yes, as from 1956, I think that could have been said. I wou d 
make the qualification that I have not studied that particular question, but 


I believe that would have been the answer. 


Mr. RHEAUME: I believe you also told the committee that the interest 
charges in terms of this method of depreciation allowance and so on, were not 
the only factors, and that there were others. You suggested certain things whicl 
occurred in the early 1960’s, particularly the general application of the 40 hou 
week; labour costs; and certain competitive pressures as well which were fac 
tors. I am asking you the question now in terms of labour costs; I want to e 
some information from you about management. How many executives an 
assistants earn in excess of $15,000, and how does this compare with the salar 
ranges for management in let us say the Canadian Pacific or in a similar indus 
try? am aware that you may not have this information now, but I ask yo 
ea question because you mentioned that there was also the factor of labour 
costs. a 


Mr. Gorpon: You want to know how many earn in excess of $15,000, and 
as to the comparison of these figures with those of the Canadian Pacific Railway 
or any other industry? a 

Mr. RHEAUME: I ask you if the Canadian National Railways is paying 
excessively high salaries to management, or are they paying lower ones? Per 
haps es might answer the question under the section having to do with per 
sonnel. 


Mr. Gorpon: The most obvious example of your question is to cite ” h 
underpaid, overworked position of the president as compared to the president 0 
a similar company in Canada. a 


The CHAIRMAN: Order. 
Mr. HornER (Acadia): I accept that. 
The CHAIRMAN: Is that all? 
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Mr, RHEAUME: No. On another point you suggested that if in fact your 
roposal to the government is accepted, we would then be in a position to have 
an accurate yardstick with which to measure Managerial performance. 


_ Mr. RHEAUME: You said in effect that if the government does this for you 
the next time you come, or whoever is president after your retirement comes, 
before the committee you will be able to account for your stewardship and 


Say at one point that in respect 
of substantial purchases you must get cabinet approval? 


Mr. Gordon: We must get cabinet approval for our budget, yes. 


Mr. RHEAUME: Does that fact put the C.N.R. in an unfair competitive posi- 
tion with, for example, the C.P.R. in respect of which management decisions 
_ can be made without reference to the government? 


‘ Mr. Gorpon: That is quite right, but then the president of the day would 
be able to tell the committee that he was not able to get the budget approved 
by the cabinet and state the reasons. Then you would have the reason. My 
' experience has been that any proposal for a budget which is validated by the 
needs of the railway and supported by obvious facts, indicating that the expen- 

diture is required, has not been difficult to get approved. If it should happen that 
there is a government of the day which refuses to approve a budget of the 
-C.N.R., then the president of that day will have to tel] you what his experience 
| has been and you will have to form a judgment as a committee or as the House 
| of Commons whether or not it is unfair treatment. | 


Mr. RHEAUME: Would I be wrong if I suggested to you that in fact the rela- 
tionship over the years between the C.N.R. and the government has never been 
| One of nothing but love, but in fact there have been tremendous difficulties 
/ involved in just getting the cabinet to devote some time to the consideration 
| of proposals? 
| Mr. Gorpon: I cannot say that in terms of our annual budget. You see the 
| Procedure is that our annual budget is first of all approved by the board of 
directors and it goes through many layers of examination. It starts in the field 
_with our area managers, who make the proposals and then goes to the regional 
| Vice presidents. They send the proposals to headquarters and there they are 
| subject to very careful analysis. They finally come to my desk for presentation 
to the board of directors. When the board of directors approves a budget you 
ean take it from me it is thoroughly documented in such a way that there cannot 
| be, in my opinion, a valid reason for turning it down, always assuming the rail- 
| way is going to run. There are some things you must have. You must have 
rails, you must have ties, you must have ballast and you must have equipment. 
| My experience has been, as has indeed been the experience I have read 
about in the past, that a proper valid budget presented by the board of directors 
of the C.N.R. to the cabinet has always obtained approval. There can be argu- 
iments and it is more difficult to get approval than otherwise. We do not get 
automatic approval, which seems to be the case, by using your own analogy in 
jfespect of the shareholders of the C.P.R. 


__ Mr. RuEAuME: I should like to ask you whether there are any other 
kind of considerations that have to be weighed by Management, and I am 
ithinking of the whole matter of bilingualism without discussing the merits of 
lit? Surely the fact that you cannot put up a sign in one language without 
putting up another sign in the other language complicates the decisions of 
Management? Would this not be the kind of conflict which 


ment of the C.N.R. because of its peculiar responsibility? 
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Mr. Gorpon: I find that a rather difficult question to answer. ‘It will 
always be the case in my opinion that the actual day to day management o: 
the Canadian National Railways will be a more difficult operation in the sens 
that more people, so to speak, take a personal interest in it. This is the people’ 
railway and everybody feels entitled to express views about it and so forth. 
There are different kinds of pressures that come upon us from the people 
in various communities who feel they can talk to us on a different basis than 
they can talk to the management of the C.P.R. I do not regard that as too much 
of a handicap but as something with which we must learn to live. For example, 
you will find there are questions asked in the House of Commons in respect a 
the Canadian National Railways but seldom a question asked in respect o 
the Canadian Pacific Railway. This is an environment in which we live an 
I do not regard it as a tremendous handicap. q 
I notice Mr. Fisher coming in and I should like to repeat what I said ' 
moment ago in respect of depreciation. | 


Mr. Fisher, I was giving a comparison that will be of interest to yo 
in light of your earlier question. In our accounts for 1963 the total amount i 
our depreciation charges was $99 million odd. You will find that in th 
statement. That represents the fact that we are now on a full depreciatior 
basis in regard to the uniform classification of accounts. As I said, fron 
1956 on we are taking full depreciation, as nearly as we can estimate i 
which will enable reserves to provide the capital expenditures required ; 
the equipment we bought wears out. The difference between the two system 
of depreciation charges is graphically illustrated by the fact that in 195] 
if you look at the meaning of depreciation charges in those days, the tota 
amount charged to our expenditure account in those days was about $2 
million to $30 million. We are taking additional costs into our operatin 
expenses in the form of depreciation that was roughly of the order of $6 
million a year more, which means that we are wiping out any possibility - 
the future of having this sort of problem, and we are trying to correct it wit 
this recapitalization. j 


Mr. RHEAUME: I have just one further question to ask you. I am te 
to get you to tell this committee whether there are any other recommendati 
that you have which would improve the competitive position of the C.N.E 
in terms of dollars and cents. You make one recommendation toward the en id 
of your report and I am hinting at other areas in respect of which you may hay 
recommendations that are not contained in your report. Is there any thinga 
this regard you can tell the committee? 


Mr. Gordon: Let me answer you in this way. We have made our recom: 
mendations pretty thoroughly before the MacPherson Royal Commission. Whei | 
you pass legislation implementing those recommendations I hope that you vil 
find they produce an environment which will give us a competitive basi 
enabling the Canadian National Railways to play its part in a fairly reasonab! 
way in the competitive world in which it has to live. a 

Mr. RHEAUME: I have one further question. 4 


Mr. GorDON: As I said before, you can never eliminate some things sl ich 
as the loving interest that is paepresned by the members of Le 
respect of their constituencies and the operation of the C.N.R. That is a 
right and will always be, but I have no objection to it. 


Mr. RHEAUME: What would be the average interest rate you are payit ng 
on the old debts which resulted from the take over of those railways’. 


Mr. TooLE: The over-all average of the Canadian National Railway | 
borrowings is 4.37 per cent, Mr. Gordon. ee 


Mr. Gorpon: If you look at the statement at page 25 you male Seei; 
the average is 4.37 per cent. 
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RHEAUME: It should be reasonably easy for me in the seclusion of 
ice to figure out the recommendation you are making to the government? 
r. GORDON: I would not be at all surprised. 

_ Excuse me, I should like to correct my statement. I want to add to what 


have said that you must remember I told you we are not asking for the 
ination of all the debt. 


_ Mr. RHEAUME: I am aware of that fact. I should like to ask one supple- 

mentary question. You did say that it is very likely that had this been done 
would change your position from a $43 million in the hole situation to at 
st a small surplus position? 

Mr. Gorpow: I did say that, yes. 


Mr. MacponaLp: Mr. Gordon, can I take it that the companies referred 
at page 18 of your report and the financial accounts of these companies 
re all been consolidated on the balance sheet? 


Mr. Macponatp: Your figures there have been arrived at as a result of 
ting together all the figures in respect of these companies which you have 


- GORDON: Is there any qualification in that regard, Mr. Toole? 
. TOOLE: No. | 


pty 


. MACDONALD: I am interested in knowing the figure in respect of the 
ital stock of subsidiaries owned by the public. Can you give in a general 
ay some information in respect of the outstanding investments? 

Mr. Gorpon: Mr. Toole will deal with that question. 


Mr. TooLe: There is about 2,405,000 in stock owned by the public in the 
adian Northern Quebec Railway. You will see that item listed about sixth 
t seventh down the list. There is 6,800 in the Great Northwestern Telegraph 
ompany; $140,000 in the Montreal and Southern Counties Railway Company; 
ere is 1,443,000 in the Northern Consolidated Holding Company Limited 
id about 489,000 in the Quebec and Lake St. John Railway Company. Those 
‘ures add up to the $4,485,000 which I think you will see in the balance sheet. 


Mr. Macponatp: Do you have any policy in respect of liquidating the 
tanding investments? 


‘Mr. Tootz: In a number of cases we do not know who the holders are 
cannot find out. 

Mr. Macponatp: I see. 

Mr. Tooue: In other words there are proceedings in the hands of our 
1 people. 


Mr. Macponatp: Are there outstanding options to purchase in respect of 
e? 


Or 


Mr. TooLe: I would like to look up my records in that connection. I 
mk there is in one or two. 


Mr. GorDon: We stand ready to buy but there is no publicized option. 


Mr. Macponatp: For my own information I wonder if you could give me 
e indication of the nature of your investment in Trans Canada Air Lines. 
Mr. FISHER: Mr. Chairman, we are unable to hear. 

_ Mr. MacponaLp: What is the nature of the investment in Trans Canada 
Lines, which amounts to $250 million? 


Mr. Gorpon: This is a total investment; we own all the stock of the 
pany. There is nothing in the hands of the public. 
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Mr. Macponatp: In respect of the figures for other physical properties, 
back in 1923 when the lines were all consolidated what became of any lands 
or otherwise which might have been held by previous railway companies? 
Were they surrendered back to the crown at that time? | 


Mr. Gordon: It would depend on the circumstances. Anything that could 
be construed to be in the physical ownership of the companies that were taken 
over came into the Canadian National Railways system. But, there was a mixed 
up situation in which some of the ownership of the land at that time was 
challenged. But, to the extent that the Canadian National, as such, was able 
to establish ownership, that all came into the Canadian National. . 


Mr. MAcDONALD: Has there been a policy to divest the ownership of the 
Canadian National in lands not actually needed for operation of the railway 
line as opposed to the policy of the Canadian Pacific Railway which has ex- 
tensive other investments. 


Mr. GorDoNn: I think I mentioned in the report we have been following 
a policy in recent years of making available to anyone who expresses an interest 
any lands not directly required for railway purposes and also to utilize in many 
instances where there are what we call aerial rights available over our proper- 
ties, an example of which is in Montreal, and we are doing that all across 
Canada. Also, we are co-operating with the local municipal authorities in 
regard to their planning activities. ; 


The CHAIRMAN: Would you proceed, Mr. Fisher. 


Mr. FISHER: Mr. Chairman, I wanted to return to the points Mr. Gordon 
raised this morning. This really has to do with the over-all transport policy of 
the country which, in my opinion, I think is rather ill defined. It seems to me 
you got hung up in your arguments this morning between two points of view 
which do not quite square; one is that you talk about a profit position being 
necessary in order to have morale within the Canadian National and then you 
also related this to your competition and to the dealings with labour or- 
ganizations within the Canadian National. Yet, at the same time, I think 
you began to hedge a bit on just how overruling the profit motive should. 
be, and you made some references to the public service obligations of fransnall 
Would you be in any better position as a competitive entity and, in particular, 
in respect of the amount of capital invested if you were out and out to go atteg 


the largest amount of profit possible which, I assume, is the objective of your 
main competitor. 
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Mr. GORDON: Yes, I think that is a valid statement. It is always difficult 
to be precise about these things. I was expressing a personal opinion, that is not 
necessary for Canadian National to maximize profit in the sense that it goes’ 
out to squeeze out every drop out of it. As a matter of fact, I think the ques- 
tion is largely theoretical anyway because competition will take care of it. 
If you follow the logic and reason of the MacPherson commission report you 
will see that we will be able in the railway business or any other business to 


get only the charges which competition will enable us to get, and that is 
the real factor that is involved. a 


Mr. FISHER: Well, I do not follow the logic of the MacPherson commission ) 
report; it never did appeal to me. However, I want to put it to you that you 
are not only in the freight and passenger business; you are involved in almost 
every mode of transport in some way, shape or form in a greater or lesser 
degree. Certainly you are in the trucking business which has been the most 
competitive of all modes; you are into the red, white and blue fares and) 
the intense competition in the passenger business competing with private) 
cars, airplanes and so on. Have you ever looked ahead to ascertain whe! e 
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Pato this, Ree in eta we anes to get some kind of aoe tad operation 
at is planned with the public service in mind instead of the maximization of 
wrofits of certain parts of the transportation picture. 


_ Mr. Gorpon: Yes. Of course, that becomes—and, I do not know how to 
express it—sort of a theory of operation. You are quite right when you say 
we try to be in all modes of transportation, including telecommunications and 
‘others. But, what I was trying to say is that if you are judging the results of 
the Canadian National it should be sufficient if the Canadian National is able 
‘to produce a small profit and that we do not have to try to squeeze the last 
dollar we can get out of a particular service so long as we cover our costs 
and make a marginal profit. 


Mr. FISHER: What is the ideal transportation policy, since you are in all 
‘modes which relate both to public service and this slogan of competition that 
has been interjected into transportation policy discussed by the MacPherson 
commission report? 


e Mr. Gorpon: I go along with the MacPherson commission report phil- 
osophy. I think it is very clearly expressed there, and that competition is the 
‘proper balance wheel in connection with our transportation policy as a national 
policy. And, if we arrange our forces so that the mode of transport that best 
can do the job is permitted to freely compete to do that job then we will get 
the best kind of national transportation policy. 


_ Mr. FIsHER: But, you are in all modes of transportation, and so is the 
C.P.R.; the one has immense resources and is a private company and the other 
has immense resources and is a public company. With the government behind 
the one where is the competition going to lead to in so far as the people within 
the other modes—and I am thinking particularly of trucking—are concerned. 


_ Mr. Gorpon: We are not in all modes in that sense; we are in modes of 
transportation which are associated and joined with the railway business as a 
basic backbone and we are using the truck as an extension of our policy to 
service the public. Pipe lines are a case in point. I am certain there will be 
developments of pipe lines in Canada and we will have to ask ourselves a 
definite question in respect of whether or not it is appropriate for us to go 
into that in respect of the business we are now in. I am not talking about oil 
but carrying solids and so on. 


_ Mr. Fisuer: Then let us talk about pulpwood chips. At the present time 
your line is hauling a lot of pulpwood. If a change comes into effect in regard 
to the moving of this pulpwood in chip form through pipe lines would you 
be interested in that business? 


m _ Mr. Gorpon: Yes, I think so. It depends what industry we are serving. It 
is our duty to co-operate in regard to certain Canadian operations; we may 
be the only transportation agency that would be available and we would have 
to consider it then in terms of what service we can give to that industry. If 
we find we economically can build pipe lines to move solids we will do so, and 
that will be part of our transportation duty; but if we can handle it beter by 
sing the more orthodox methods, as we are doing, it does not necessarily 
follow that pipe lines will put us out of business. It may be we will be able 
0 revise the method of railway transport to be competitive. 


Again it comes to the touchstone of what is competition, what is the best 
nethod of doing it, and I regard, as the national transportation policy, that it 
i the duty of any transportation agency to utilize the most efficient method of 
Tansport to service the public. 
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Mr. FisuHer: How can you achieve that when you have two major organ- 
izations engaged in providing a public transportation service operating from 
different bases, or are you suggesting that eventually the C.N.R. will be almost 
exactly on the same basis as the C.P.R.? a 

Mr. Gorpon: That is what I am suggesting if we get this roca nite eaten | 
You will then be able to see the comparison of our operations with the C.P.R. 
on the same basis. 

Mr. FISHER: Where is it going to finally evolve? You must have looked 
ahead. You have had 14 years of it. Where is it going to finally come to in terms 
of the relationship of these two major transportation companies within the 
transportation picture? a 


Mr. GorDON: Evolve in what way? Are you thinking of the respective 
operations or are you thinking in terms of the possibility of amalgamation? 


Mr. FISHER: That, or an over-all transportation policy plan which I gather 
was also part of the MacPherson recommendations, although there is no indi ‘f 
cation that that is in the legislation. a 


Mr. Gorpon: It is inherent in the MacPherson commission report, thel 
national transportation plan. I would not attempt to be a prophet in regard t to 
the future on what will happen in the two major railway companies. It ma a 
be that one of them will get fed up with some parts of the business. It has. 
already been suggested as regards the passenger business. We are ae ar i 
all-out effort, as you know, to discover whether or not the passenger business 
can be salvaged and kept with the railways. Our red, white and blue is a case 
in point. All these are business risks that we are taking. We are not absolutely 
sure it is going to work out. This is on an experimental basis. If it is found, in 
the future, that despite all our efforts in regard to the passenger business— ; 


and this is a good example—we cannot make it pay, then I think we should 
give it up. 


Mr. FIsHER: In relation to the subsidies that exist at the present time, 
would you express any particular views about any one of them individually; 
for example I am thinking in particular of the east-west bridge subsidy in the” 
Maritime Freight Rates Act? 4 


Mr. Gorpon: As I said earlier, certain of these subsidies arise purely out 
of political considerations. When the government of the day feels there is any y 
area in Canada that is handicapped in some way by geography, or whatever i 
may be, and if the government of the day wishes to give that area of Canadd 
an advantage in regard to freight rates, then that is government policy. The 
only qualification I make is that it should not be done at the expense of the 
railways. If they want to put in a Maritime Freight Rates Act, which is after 
all a means of giving cheaper freight rates to a certain area in Canada, then 
that should be paid out of the public purse. 4 


7 


In regard to the East-West and the Freight Rate Reduction subsidy, that 
is brought about by the fact that the government overruled the Board of Trans- 
port Commissioners when they gave a freight rate increase some years ago. 
They overruled the decision of the Board of Transport Commissioners that the 
railways were entitled to increased freight rates, and because of that the} 
announced at the same time that they would pay a subsidy pending the “imples 
mentation of the legislation of the MacPherson Commission. i 


Mr. FISHER: How fair is the picture that the MacPherson royal comr 
sion has given of the need for doing away with subsidies and scaling | away 
when the whole question of the Crowsnest pass rates was not really beneiag 
or relevant to the recommendations? 


Mr. Gorpon: This is new to me. Did you say the Crowsnest pass rates were 
not considered? + ei 
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Pe Mr. tae ren: I Mi demiood that the terms of reference specifically excluded 
Te any y detailed consideration of the Crowsnest pass rates. 


= x Mr. Gorvon: I do not think so. I see right behind you Mr. Frawley who 
| vould be better able to answer this than I am. 


- Mr. FISHER: There was a great deal of discussion but I remember Mr. 


_ Frawley’s examination of Mr. Sinclair of the C.P.R. 

= oe _ Mr. Gorpon: I am not an authority on the terms of reference but my under- 
standing is that it was clearly understood that the legislative protection in 
_ regard to the Crowsnest pass rates would not be changed. Now, that does not 
alter the fact that if it is shown by the railways that the rates given in that 
legislation are not compensatory in respect of the moving of grain, then the 
railways will have a claim for compensation, but the farmers of western Canada 
were assured, as a matter of policy, that the rates as protected in the legisla- 
tion, would not be changed. There was a great deal of evidence lodged with 
the commission in respect of the cost accounting approach to the Crowsnest 
Pass rates. I think it was probably the major item in the whole discussion. 


ie Mr. FISHER: But at the present time neither your railway nor the C.P.R. 
has a figure to indicate this. For example, you have been hauling a lot of grain 
_ in the last year which was covered by this particular report. There is no real 
2 indication of the relationship of what is compensatory. 


HY Mr. Gorpon: There will be when the MacPherson commission legislation 
fg goes through. That is part of the $50 million. There was a global figure taken 
A as a transitional figure until the MacPherson legislation is brought into effect. 
_ I have not seen the legislation any more than you have, but I can pretty well 
draw my own conclusions from reading the report and hearing the discussions 
_ that have taken place. It specifically said in the recommendations that a recog- 
nition of the Crowsnest pass rates and their meaning will be part of the legis- 
_ Iation. 


_. Mr. FIsHer: I was not aware this was going to be part of the legislation. 
oe Mr. Gorpon: I am certainly assuming it will be. 


fai Mr. VaucHAN: You are talking about the public service revenues which 
eee the subsidies that the MacPherson commission recommended, but not the 


Mr. HorNER CAgaavay: This Crowsnest pass rates discussion was quite 


eT Eeoiid like to follow this up with the depreciation charges. Do I gather 
from your last remarks, Mr. Gordon, that arising from the MacPherson Com- 
: mission’ s report there will be another subsidy for the railroads, or compensation 
if you like that word better, because of the Crownsnest pass rates? 


en 


x Mr. Gorpon: Not because of the Crowsnest pass rates, but you remember 
the MacPherson Commission report. 


Mr. Horner (Acadia): The report suggested that there would be payment 


pee for A, B and C within reason. 


Mr. Gorpvon: There is a transitional period in which the legislation will 
deal with various headings. Presumably, the interim payment will be can- 
_ celled. There will be the Freight Rates Reduction Act which will have to be 
ip aken care of, and there will be the bridge subsidy. The Maritime Freight Rates 
Act, I presume, will be continued. Then there is provision in regard to passenger 
_ deficits on an approved basis which will decline over a period of years and will 
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be paid in the form of a subsidy if the railways are able to prove the deficit, 
and then in respect of grain payments there is reference to that also. How- 


a 
. 


: ahh yas 


ever, these are deficits, as I understand the commission’s report, and I do not > 


know how it is going to come out in the legislation. 

Mr. Horner (Acadia): I would like to know what you expect. 

Mr. GORDON: What I expect is that the legislation will follow the general 
principle of the MacPherson commission report which I read to mean that if 
there is any place where the railways are required as a matter of public in- 
terest to carry traffic on a non-compensatory basis, that when the railways are 
able to prove that that is happening, they will be entitled to payment from the 
public purse. That is the general principle. 


Mr. Horner (Acadia): According to the statement of the Minister of Trans- 
port in Saskatoon last fall he was not convinced that the C.N.R. was losing 
money on Crowsnest pass rates. 


Mr. Gorpon: It would have to be proven before the Board of Transport 
Commissioners. 


Mr. HORNER (Acadia): Judging from what the minister told the people in 
Saskatchewan, he is not convinced of it as yet. 


The CHAIRMAN: Gentlemen, can we get back to the financial revision? 


Mr. HorNER (Acadia): This is certainly financial; do not think it is not. 
Some time ago, last year or the year before, you suggested that the C.N.R. 
were giving the diesel locomotive a 30 year life span. Am I correct? 


Mr. Gorpon: There is a regular formula. Each type of equipment has, 
under the uniform system of accounting, been given a life span with the au- 


thority of the board of transport commissioners. We are depreciating at 
that rate. 


Mr. Horner (Acadia): Maybe I am thinking of the steam locomotive. 
Mr. TooLe: The old steam locomotive had a life span of 33 years. 


Mr. Horner (Acadia): Can you give the committee some idea as to how 
many years the C.P.R. has allowed in respect of the steam locomotive? I want 
to draw a comparison. You say that you are going to be on an equal basis with 
the C.P.R. I want to draw a comparison as to how far you were on an equal 
basis in the past. 


Mr. Tooue: I can give you a brief summary. In the Canadian National 
Railways we started depreciating rolling stock in 1940, and actually the Cana- 
dian Pacific Railway did it at the same time. However, the C.P.R. started de- 


preciating road structures in 1942, and we did not start that until 1956. The — 


C.P.R. started depreciating hotels in 1936 ; we did not start that until 1954. 
Mr. Horner (Acadia): Even hotels? 


Mr. Gorpon: Mr. Horner, if I may repeat this, take the 1963 balance sheet: 
the C.P.R. had reserves for depreciation, as a percentage of their property 
investment, of 45 per cent, and for the C.N.R. the figure is only 20.2 per cent. 
No matter how you analyse it, it comes to that global figure because it means 
that there is a difference between each class of equipment. However, we have 
only 20 per cent reserve for depreciation and they have 45 per cent. I would 


hope that if we get this recapitalization, it will come out at approximately the 
same figure. 


Mr. Horner (Acadia): Since 1956 you have been depreciating the diesel 
locomotive at the same rate as the C.P.R. 


Mr. GorDoNn: Yes, it comes under a uniform classification of accounting. — 


We have to do it at the same rate as the C.P.R. by virtue of the board of trans- 
port commissioners. 
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: Mr. Prittie: There is a question I was going to ask at 11.30. I got up to 
let a member pass me and Mr. Grégoire started. 


My question relates to what Mr. Fisher brought up. It seems to me, from 
ie Mr. Gordon’s presentations this year and last year, that there is a bit of con- 
toe fusion as to his goals. He talks about being in a position where the C.N.R. 
_ would be in the same accounting position as the C.P.R. and where the C.N.R. 
_ would behave very much as a private enterprise. On the other hand, in reply 
_ to a question that was asked later on, he said he would want to make a small 
te amount of profit after meeting all the charges. That seems to me confusing. 
_ There is a difference between operating as a public utility and operating as a 
ae private enterprise. My question arising from that would be that if you were to 
_ get in that position you would be a yardstick railway. You are not out to make 
: the most amount of profit. 


Bi ae 
eta 


Mr. Gorpon: I see the difficulty we are in. I had not thought about it that 
way. Both you and Mr. Fisher have a point. I was really dealing with it from 
another point of view. I was really trying to say that if we arrive at a profitable 
: position, that should be regarded as satisfactory. However, if by reason of 
a aaa the same freight rates as the C.P.R., and if we accommodate ourselves 
3 _ to competition in the same way, and it turns out we make a large profit, there 
r Sis nothing wrong with that. I do not see much opportunity of making a large 
_ profit in the light of the kind of competition that I see for the future. There 
Gi. nothing wrong about it if we are able to adjust ourselves to competition on 
_ the basis where we give public service at a price and with efficiency of tran- 
_ port that is better than other modes. 


. Mr. Prittie: Is there any relationship between your statements at the end 
_ of your report where you talk about chronic deficits and where you say: 


Then this will not only be severely damaging to the morale of the 
personnel,—_ 


_ But then you go on to say: 
By —hbut could, in fact, have a detrimental effect on the important private 
enterprise sector of the transportation industry. 


fan 


hea do not understand it. 

. Mr. Gorpon: It can be stated very simply that if the C.N.R. is left in 

: _ the position of chronic deficit, that if continuing deficits are inevitable, and they 
will be inevitable if we do not get this recapitalization, then in my opinion, 
the morale of management will suffer to the point where there will be a what’s- 

< the-use attitude. 

or 


he Mr. Prittre: I understand that part. 


Mr. Gorpon: Then the C.N.R. can become a competitor on a basis that will 
hurt the private enterprise section of the transport industry because they will 
~ not think about the frofit motive in the sense of quoting a price for their ser- 
Vices. They will say “what difference does it make?” It is indifference to deficit 
that I am afraid of. As I said earlier this morning, the only factor that will 
2 mean anything in regard to the future of the C.N.R. is pride of accomplishment. 
_ What I am trying to say is that if the C.N.R. is put in a position that it not. 
only shows a profit but must show a profit, and that if it loses money in any 


rescinded. 
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almost a public inquiry as to what is wrong with management. I am setting a 
pretty tough line for future management, but I believe that with this adjustment — 
that criterion is sound, and that you should be able to see what is wrong with © 


the C.N.R. if it cannot show a profit in the circumstances. 


Mr. Horner (Acadia): You would do away with the Crowsnest pass rates, 
which has been your goal for branch lines for the last five years. | 


Mr. Gorpon: As an excuse? No, because there is a very different basis — 
now. Under the legislation the railways of the future will have to prove their © 
losses. There will be no more general statements. The cost accounting complex, — 
the cost accounting approach to it has been established, and that cost accounting © 
would be maintained. If the railways of the future claim that, you can challenge © 
them. 


Mr. HorNER (Acadia): They have never been able to prove it to anybody 
as yet. 


Mr. GorDoN: They proved it to the MacPherson Commission. 


Mr. Horner (Acadia): Not in black and white. They were convincing — 
enough to move the majority of commissioners on the MacPherson Royal 
Commission but they did not prove it down to dollars and cents that they were 
making money hauling grain. 


Mr. MacEwan: Mr. Chairman, I just have a short question. I wanted a | 
clarification from Mr. Gordon in regard to what he said on the Maritime ; 
Freight Rates Act. Presumably, as I understood the recommendations of the: | 
MacPherson Royal Commission, they were to continue the idea held in the ) 
legislation of the Maritime Freight Rates Act, and I wonder if this is correct. 4 
They also stated that the benefits of the act would be open for all types of q 
transportation in the Atlantic area. . 


Mr. Gordon: I did not say that. 
Mr. MacEwan: But is it correct? 


Mr. Gorpon: I do not know. It depends largely on what the legislation is. 4 


Mr. MacEwan: You said that you assumed when the legislation was 
brought down it would favour the retaining of this act. 


Mr. GORDON: Yes. 
Mr. MacEwan: That is fine. 


Mr. Vaucuan: I think he said that the MacPherson report did not recom- a 
mend cancelling the Maritime Freight Rates Act. 


Mr. MacEwan: Yes. Would you agree with that reeommendation? 
Mr. Gordon: What part of it? 


Mr. MacEwan: That the Maritime Freight Rates Act should not be 


Mr. Gorpon: Yes, I would not disagree or agree with it because it is a q 
matter of government policy. 


Mr. MacEwan: Yes. You said that with regard to areas which are depressed q 


it is a matter of government policy and the payments should be made out of @ 
the public purse instead of out of the railways. 4 

Mr. Gorpon: That is correct. a 
5 Mr. MacEwan: And that under the Maritime Freight Rates Act; shippers _ 
in that area are given the benefit of the act from the public purse. | a 


Mr. GORDON: Yes, to the extent of the subsidy. 
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MacEwan: And do you believe that under this act if we are to continue 
the benefits given to the Atlantic area, that they should go directly 
i area and not be handled by the railways involved at all, such as the 
anadian National Railways? 


o not know how it could be handled. But I suppose anything is possible 
lepending on how it is set up. But to me it would be a very difficult thing to 
io. That is only a personal opinion. The arrangement of payments to the 
- individual shipper become a matter of practical administration. It could be 
one, but I think the cost of administration would be a pretty fearsome thing. 
am only giving an opinion. I am not agreeing or disagreeing. It is entirely 
matter of government policy. 


i Mr. MacEwan: I take it that there is one point at least where the Canadian 
acific and the Canadian National agree, and that is the first recommendation 


Mr. Gorpon: Yes, I think that the Canadian Pacific and ourselves are 
retty much in agreement there. I do not know of any point of the MacPherson 
eport where we are in disagreement. But again we do not know until we see 
he legislation. 


Translation) 


Bah, Vir. EMARD: Mr. Gordon, speaking about the report we mean the financial 

eport, Mr. Rhéaume was asking you a moment ago whether bilingualism 
eated difficulties for your company. Now, since you have tried to find 
lutions to this problem, is it not true that the company’s income has 
increased, as shown by the financial statements? 


‘Mr. Gorpon: Well, I certainly do not want to try to appraise the general 

question whether or not more bilingualism would add to the cost of operating 
iy the Canadian National Railways. I do not think it is a possibility. I do not 

see how it could be. I say that it is the duty of the Canadian National to 
adjust itself to the requirements of any language in the area that we serve, 
and that is what we are trying to do. But I would not attempt to put a cost 
_ figure on it. It is not possible to do so, in my opinion. I really do not think it 
ie arises. It is just a matter of a part of the environment in which we live. 


iM (Translation) 


_ Mr. Emarp: I did not ask to establish the cost of biculturalism. I only © 
anted you to tell me that the fact that you were concerned with biculturalism 
_the present time did not prevent your company from making increased > 
ofits just the same. 


a Mr. Gorpon: I certainly would not say that bilingualism had any adverse 
effect on our business in the sense of making profits out of the business that we 
handle. I do not think it applies at all. Did you have it in mind that we were 


_ Mr. Emarp: No, what I thought was—what I thought was—that even with 

iculturalism, it does not create—Mr. Rhéaume gave me the impression that 

the fact that you were concerned with biculturalism caused increased expenses. 

| Now, I think that in the case of the Canadian National, as with many other firms 
ae 
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that have to sell their goods, these added expenses are not really expenses 
because they bring in some business, just the same a certain business increase 
which makes up for the increased expenditure to further the cause of bicul- 
turalism. : 


(Text) 
Mr. RHEAUME: On a point of order, if someone is to say that sort of | 
thing, it would probably better be said by someone with a French name. If 
did not imply it. I want to be correctly interpreted here. The president of the j 
Canadian National Railways is under various kinds of requirements that 7 
place him perhaps in an unfair competitive position. The other point was that ‘ 
in fact a parliamentary committee can always be raising matters with the d 
problems of bilingualism and biculturalism and that they apply more directly i 
to crown corporations. I was not discussing the merits of the issue, and I do 


not want it to be left with that impression. ; 

Mr. Gorpon: I might dispose of the question by saying that there is no : 
additional cost to the Canadian National Railways by reason of biculturalism ; 
or bilingualism. So long as we conduct our services in Canada and service 
industry, and it is to our own advantage to give the public in any area of Canada ; 
the service that they ask for; and if they want service in French rather than 4 


in English, we will give it. I do not consider it to be a handicap or a cost. — 
It could benefit the business. EP 
(Translation) 

Mr. Emarp: That is what I wanted to know. 
(Text) j 

Mr. RHEAUME: I have another line of questions to pursue. I put it to you — 
that on the basis of what you told me earlier about the proposals you are — 
going to make, or which you have made, or which you are on the verge of — 
making to the government, there was a proposal to the effect that the Canadian © 
government recapitalization of some $900 million of Canadian National long 
term debt would be effected. 4 

Mr. Gorpon: I have not mentioned any figure. 


Mr. RHEAUME: You told me that you paid a certain percentage, 4.7 per cent, — 
and that it would have the effect of eliminating $43,000,000 of deficit that you 
have this year. My mathematics would put this sum in the order of recapitaliza- — 
tion at $900 million. I do not want to leave the committee with the wrong 
impression. It might be higher or it might be lower. 


Mr. RHEAUME: It is not an unfair proposal to use 4.7 per cent on $43. 
million. 


Mr. Gorpon: If I should ever be tried for murder, I would ask you to 
defend me. | ‘ 


Mr. RHEAUME: We would both hang together. 
Mr. KinpT: Is the proposed legislation for capital readjustment to be 


initiated prior to the legislation on railroad abandonment, or is parliament 
to receive a package deal including railroad abandonment. 
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ne Mr. Kinor: If they were to undertake that legislation before you followed 
~: up the branch line abandonment arrangement, would you not then be in a 
position that some of the figures on recapitalization would be moved? 


4 


<a Mr. GorDon: No. I do not think that branch line abandonment has any 
a bearing upon the recapitalization proposals at all. 

ve Mr. KinptT: In other words, you mean to say that the earnings from the 
branch lines which are now in operation and that would be abandoned would 
not change the capital structure or the earnings of the railroad? 


Mr. Gorpon: No, I do not think so. The number of branch line abandon- 
ments that you prefer to has gone past the appraisal of specific branch lines, 
and if we claim that we are showing a loss, we are going to be given an 

my opportunity to file this claim with an appropriate board which will sit in judg- 

_ ment of our claim. If it turns out in the judgment of the board that we have 

shown a loss, and that the line for reasons of public interest should neverthe- 

less be continued, then the MacPherson commission report says that we 

_ should be paid the difference. It does not necessarily mean that any line will 

be abandoned. We merely have a claim for compensation under the provisions 
of the MacPherson report. 


Mr. KINDT: Would not the compensation you receive change the capital 
structure? 


_ Mr. Gorpon: No, not the capital structure, but our profits, our operating 
results. 


. Mr. KrnptT: I have another question. I notice that your expenditures for 
telecommunications between 1962 and 1963 have gone up from $11.7 to $27.3. 


Mr. GORDON: What page is that? 

Mr. Kinpt: Page 4. 

The CHAIRMAN: I wish you would wait, Mr. Kindt. 

Mr. Krnpt: This is on the capital structure. This is an investment. 
The CHAIRMAN: All right, go ahead. 

Mr. KinptT: It is capital expenditures that I am talking about. 

Mr. GORDON: Yes. 

Mr. KrnpT: Therefore, I am perfectly on the beam. 

3 The CHAIRMAN: As long as we do not get into too many details, yes. 
: Mr. KiInpT: But here it is right on page 4. 


The CHAIRMAN: But we are on page 1 now. I have held back some other 
members who wanted to get to railway operating expenses. 


Mr. KinpT: I am prepared to defer, rather than to wander all over the 
place. 

i The CHAIRMAN: Not yet. 

Mr. Kinpt: My question has to do with capital expenditures. 

The CHAIRMAN: Are we through with page 1? 

Mr. FISHER: It seems to me that two years ago when you first brought up 


this question of refinancing, your figure was one of about $800 million. I notice 
that the Montreal Star put forward the figure of a billion. 


Mr. Gorpon: This is very difficult for me. I find I am getting to be an old 
_ man, because I cannot remember all the things I said at past committees. But 
_ if I remember correctly that figure came into being when I called attention 
iG to the comparison of the Canadian Pacific reserve for depreciation versus ours. 
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I think I said if they should take the same ne we howe fave ne Jeastl 
$900 million more in our reserve account. That is my recollection of it. now. 
But I am speaking about two years ago. I think you brought the point out, 
and I think that is how that figure came into discussion. I would have to look 

back to see. i 


} 


The CHAIRMAN: Does page one carry? Carried. erty 3 
Now, page 2. Mr. Rapp has a question on railway operating revenues. 


Mr. Rapp: Mr. Chairman, I should like to ask Mr. Gordon whether I am 
right in assuming that new revenues have been obtained by the C.N.R. through | ! 
the movement of potash? 


Mr. Gorpon: Yes. ; . i 


Mr. Rapp: I am interested in this particular subject and I should like | 
to know whether other potash companies in operation or in the process of 
sinking shafts in Saskatchewan have applied for the extension of branch | 
lines to their mines for the movement of potash and, if so, has the C.N.R. 
complied with their requests, or has management in mind the extension of some 
of its lines to certain potash mines? 


Mr. Gordon: Our position in this regard depends entirely upon the locaci 
tions involved. If our line is adjacent to a particular point we would expect 
to service it, but generally speaking the policy is that the railway which is— 
closest to yale point location receives would deal with any such application. 
Certainly if anyone with a potash development applied to us for railway — 
service we would try to accommodate. 


ere toe eee eee 


Mr. Rapp: That is the answer I wanted to obtain because the two companies © 
I have in mind intend to sink shafts in an area which they hope to have > 
serviced by Canadian National Railways at extension lines. I am referring to” 
the Alwinsal Company and the Kerr-McGee Company, both of Lanigan, © 
Saskatchewan. I have been asked by some officials of these companies whether | 
the C.N.R. will favourably consider applications in respect of these locations — 
if and when they are presented. | 


Mr. Gorpon: As far as I am aware I expect that our industrial develop- 
ment department is closely in touch with any potential potash developments. » 
I cannot tell you in detail the exact situation but I should be very surprised © 
if there are any potash developments about which our department does not © 
know. However, if it is logical for the Canadian National Railways to service © 
those developments we are after the business, and if you know of any names © 
or can give me any tip-off in advance of our competitors I would be delighted | 
to see whether we can get in ahead of them. 4 


Mr. Rapp: As I suggested, the Alwinsal and Kerr-McGee Companies are. 
interested in sinking shafts in the vicinity of Lanigan, Saskatchewan. 4 


Mr. Gorpon: I am practically certain that the officials of our eae 
development department have already been in contact with the officials of 
those companies. 


Mr. Rapp: I am not sure whether the branch line extension into Esterhazy 
is a C.P.R. or C.N.R. line. There is a branch line extension into that town. i 


Mr. GorDon: We were in there first and providing service, and then ou” 
competitors got in there by C.P.R. methods. 


An hon. MEMBER: By skulduggery. 


Mr. Rapp: The only thing I wanted to know was whether you considered 
these applications favourably because as you state in your report the movement 
of potash provides a good source of revenue to the company. y 


Mr. GorDon: This is a very important part of our operations. 
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To put the situation very simply, if there was a development somewhere 
proximately two miles from our line we would expect to service it but if it 
as 40 miles from our line and only two miles from a C.P.R. line we would 
pretty well sure that we would be beaten. 

_ The CHAIRMAN: Mr. Lloyd, did you have a question to ask? 


_ Mr. Luoyp: I have a question in respect of recapitalization. Does our con- 
‘sideration of that item come at a later stage? 

a The CHAIRMAN: We have just finished our consideration of page 1. 

_ Mr. Kinpt: Page 1 deals with earnings. 

oe Mr. Luoyp: Recapitalization is generally referred to under the paragraph 
headed “Outlook” at page 68. I will wait until we consider that item to ask my 
‘question if you desire. Are you referring to page 3 at this time? 

‘The CuarrMan: We are referring to page 2. 

Mr. Horner (Acadia): We are actually referring to page 3. 

_ The CHarrman: We are referring at this time to pages 2 and 3. 


_ Mr. Luoyp: I should like to ask a question in respect of municipal taxes. 
_ Last year I understood that we would be provided with some sort of a 
i chedule indicating the tax payments made to municipalities in Canada by the 
Canadian National Railways. I am wondering whether that statement was ever 
prepared. I have not seen it as yet and I am wondering whether it was not 
prepared as a result of an oversight. 


a. Mr. GorpDon: I cannot recall the situation at the moment. Have you this 
information Mr. Toole? 


We Mr. TooLE: I do have a summary of figures here which tie in with the 
printed report in front of you. 

a If you look at page 23 of the report you will see the figure in respect of 
railway tax accruals of $22,839,000. That figure appears in the centre block of 
figures third from the bottom. That figure is comprised of municipal taxes or 
agreed payments in lieu of taxes paid by the railway to the extent of $9,560,000; 
provincial and state taxes, Canada $2,800,000 and United States $2,500,000; 
unemployment insurance in Canada $3,600,000 and in the United States 
$1,500,000; United States railroad retirement tax, $2,600,000 and other mis- 
eellaneous taxes to the extent of $280,000, the total of which is $22,839,000. Of 
that amount, as we pointed out, $9,560,000 is municipal taxes or agreed pay- 
nents in lieu of taxes. 

x Mr. Luoyp: The question asked last year was designed to produce informa- 
lon regarding your reasons for differences in the payments of taxes either by 
aw or by agreement. 

_ The CHAIRMAN: Mr. Lloyd, would you come to the table so that you are 
lear a microphone? It is difficult for the translators to pick up your voice. | 
a Mr. Luoyp: I am sorry. I did not realize that that was the case. Shall I begin 
igain? 

_ Last year I recall making a request for a comprehensive analysis in respect 
if municipal tax payments which would show why tax payments were met in 
ome municipalities and not in others. Eventually I hoped to make a comparison 
letween C.N.R. policies and C.P.R. policies in this respect. 


a Mr. Gorpon: I think I should start off by indicating to you what C.P.R. 
olicy is and then you probably can deduce from that our policy. 

_ As far as I am aware the C.P.R. does not pay taxes unless it must. That 
s the first statement I wish to make. The C.P.R. pays taxes as it is required to. 
Mr. Grécorre: Everybody is in that position, Mr. Gordon. 


_Mr. Gorpon: I think we are all in that same position. 
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We are in the same position and only pay taxes as we are required to pay. 
them. If we are able to advance reasons for not paying taxes of course we 
advance those reasons wherever they may bear fruit. j 


Mr. Luoyp: That is a very entertaining answer, Mr. Gordon. | 
Mr. Gorpon: It was not intended to be entertaining. 


Mr. Luoyp: That is perhaps your way of getting your message over. Let 
me say this to you. I should like to have an answer to my question. You have 
indicated that you want in respect of the accounting and financial arrangements | 
of the Canadian National Railways a system whereby you can readily compare | 
the operations of the C.N.R. on a fair basis with the operations of the C.P.R. | 
and other competitors. You are seeking a recapitalization for this purpose. 
Ultimately you hope when the real organization is completed you will be able 
to show what the C.N.R. will do in respect of the extension or curtailment of 
particular services. You hope that any federal government subsidy necessary 
to maintain services will be clearly indicated by some different and better 
method of reporting and will not be lost sight of in the new deficits of the 
railway. q 


The impact you say on the federal government budget will be the same sO. 
long as the federal government policies remain the same in respect of subsidies. 
but would at least give a fairer picture of the results of the operation of the. 
railways under the new system. I suggest that this same thing is true in respect, 
of municipal taxes, and that until we find out what are the different reasons ‘ 
for the different policies in respect of municipalities we cannot very well 
prepare a case, if you like, for some uniformity of practice. All I asked for last 
year was that a summary be made, or an analysis be made setting forth the 
different reasons why you pay full taxes in respect of the Canadian National | 
Railways hotel in Montreal including business and water taxes yet in respect of 
the Nova Scotian hotel in Halifax you have a tax agreement. 


operating. 

Mr. Luoyp: I should like to come back to my original question. 

Mr. Gordon: All right. 

Mr. Luoyp: Before you go on to explain particular cases, I should like 
to know whether it is possible for you to put between the covers of one 
publication a statement of your policies in respect of municipal taxation in | 
Canada. That is all the information I am now seeking. There are differences) 
involved and I think as the president of a crown company looking toward the 
objectives you are looking toward your policy in respect of municipal taxation 
is very essential. 

Mr. Gorpdon: Our policy is just that which I have attempted to explair 
We deal with our tax position Cems upon the area in which we are 


the C.P.R. that go back into history which do not apply to the C.N.R. We are 4 
paying taxes in many places where they are not. The same thing applies. 
to the Canadian National in terms of the history of the railways that becai mi 
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part of the C.N.R. system, and wherever we inherited a local situation that 
_ gave us in some cases a more favourable position and, in other cases, a worse 
_ position, we live with that position and do the best we can with the local 
| authorities. 

Mr. LLoypD: You certainly do. We have lots of experience in that field. 
- But, I still come back to my point, that in order to have a proper comparison 
_ of the result of your operations and that of your main competing carrier you 
| would have to show the places where you are liable for municipal taxes and 
| they are not. 

: Mr. GorDON: Yes, and you also would have to get the C.P.R. to give you 

a similar statement in order to make the comparison, and they will not do it. 


Mr. GREGOIRE: Is it not public information? 
Mr. LLoypD: Why will they not? 
Mr. GorpDon: I do not know. 


Mr. LLoyD: You mentioned that you are required to maintain standard 
| accounting practices; who imposed that upon you? 


Mr. GorDON: The Board of Transport Commissioners. 


| 
Mr. Luoyp: And in these reports to them do you detail municipal tax 
payments? 


Mr. Gorpon: No. That is not one of the duties of the Board of Transport 

~Commissioners. The uniform classification of accounts merely deals with the 

manner in which the accounts shall be drawn on our books: They do not tell 
us what taxes we should pay; the local authorities tell us that. 


Mr. Luoyp: Are you saying then you cannot give us this detailed analysis 
_ of municipal tax payments because the C.P.R. will not? 


Mr. GorDon: No; I am saying I do not think it is in the interest of the 
| Canadian National to start to give a detailed analysis of the individual taxation 
situations which meet us across the country. We live with the situation as it 
| obtains at the particular time, and it varies. It would be quite a difficult job 
to work out all the situations. I say two things: I do not think it would serve 
any good purpose in terms of the factual conditions we meet, and it would 
| not change the situation anyway. We still would have to deal with the local 
+ authorities. 


Mr. LuoypD: But, surely to goodness, you might be able to accomplish some 
uniformity of policy if you were to disclose to the municipalities the problem 
| you are up against. 
| Mr. Gordon: No. We cannot dictate to the local authorities. 


Mr. Luoyp: You are not dictating to them. But, at the moment, you are 
| refraining very effectively from giving any information in this field to this 
| Committee. Last year you said you would give us such information. 

| Mr. VauGHAN: Mr. Lloyd, could you leave that with us? 


Mr. Luoyp: I left it with you last year with the expectation that the neces- 
| sary information would be forthcoming this year. 


Mr. VaucHan: I remember the conversation. I think you and I had that 
conversation but I did not recollect the conversation was that we come here 
_ with a statement and give it to you. You just said at the end of the committee: 
| I hope next year Mr. Gordon will know more about. taxation. 


Mr. LuLoyp: Well, I am still hoping. 


| Mr. Gorpon: I want to try and find out what you want. I am not trying 
, to resist you. 


Mr. Luoyp: You know what I want. 
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Mr. Gorpon: No, I do not. Let us get specific. You want i know: the places 
where we pay taxes or where we make arrangements to make a payment in 
lieu of taxes. q 

Mr. Luoyp: Yes, and the reasons for it. That is all I want. A very brief , 
statement by the railway would accomplish this. There may be some statutory — 
exemption which goes back a number of years and the agreement may have — 
been negotiated because of a promise on your part to do some extra construc- a 
tion if you got an attractive tax rate. 4 

Mr. Gorpon: Well, there are an awful lot of them. 

Mr. Lioyp: It is the lack of this information that has been frustrating — 
municipalities for many years when trying to make reasonable requests of the — 
C.N.R. 4 

Mr. Gorpon: This is exactly the point. 4 

I suggest, Mr. Chairman, that this committee should not be used in that ~ 
fashion. I suggest to you that we should be treated the same as a business cor- | 
poration conducting our own negotiations with each individual municipality — 
and that this committee should not be used for the purpose of getting from me 
a statement that will enable them to find new arguments and new situations — 
that will make our position more difficult. 

Mr. Luoyp: Well, it is becoming increasingly apparent you do not want to a 
give this information. 

Mr. Gorpon: No, I do not want to give it. 

Mr. Luoyp: And, you do not think it is in the public interest to give it? | 

Mr. Gorpown: I do not think it is in the public interest to give it. ; 

Mr. Luoyp: And, you do not think it is in the interest of the Canadian a 
National to give this information? a 

Mr. Gorpon: That is what I think. a 

Mr. Luoyp: And, you think that a royal commission in Great Britain which — 
recently examined the harbours board installations, and stated these kinds of 
facts are essential to properly evaluate economic considerations of government 
policy, was wrong and you were right. a | 

Mr. Gorpon: I do not know what they said. I never read that report. y 


Mr. Lioyp: I will provide you with a copy before you leave this com- 
mittee. 4 
Mr. Gorpon: I will be glad to read it. a 


Mr. Lutoyp: Mr. Chairman, I will leave it at that. I do think we should co 
the information. q 


Mr. HORNER (Acadia): In respect of railway operating revenues on page 
3, it states here that export grain shipments were greatly responsible for the © 
higher revenues. I think it was said in former committees that grain shipments — 
accounted for 27 per cent of the freight and 10 per cent of the revenue. What - ! 
are the figures for 1963 in that connection? 


Mr. Gorpon: I think these are the figures you are requesting. 4 
In 1963, in respect of grain, we handled 11 million tons, grain producaa 
2.9 million, for a total of 13.9 million; all other commodities, 70.2 million, which © 
totals 84.1 million. Now, the percentage of grain to total tonnage was 13.1 and, : 
if you include grain and grain products, it is 16.5. 4 
Mr. Horner (Acadia): That is the hauling. i? 
Mr. GORDON: Yes, the total tonnage hauled. : e 


Mr. Horner (Acadia): Now, would you give me a comparison of the 
revenue received or have you that broken down? I am sure you gave it to us 
for other years. , 
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Mr. Gorpon: I doubt it very much. It takes a little bit of analysing and we 
have not it ready yet. 


Mr. HorRNER (Acadia): Would you say that hauling the increased shipments 
e of export grain helped increase generally the over-all revenue of the C.N.R. 
Mr. Gordon: I would say yes, in the short run. 

Mr. HorneER (Acadia): You Say you would say yes in the short run? 


| Mr. Gorvon: Yes. It all depends whether you are talking gross or net. But, 
_ the gross figure for grain revenue in 1963 was $8.7 million. 


Mr. HorNER (Acadia): That is the increase? 
Mr. Gorpon: The increase in the grain revenue, yes. 


Mr. Horner (Acadia): I take it from this that this is helping the financial 
net picture of the Canadian National? 


1 Mr. GoRDON: Yes, it would depend on what you figure out is net, and that 
is the figure I have not figured out yet. 


Mr. HORNER (Acadia): You agree with me and then you confuse me. I do 
not understand. 


i 
Ky “a. 


ia Mr. Gordon: Well, you see, you have to remember always in respect of 
| grain discussions that an increase in handling grain in the short run is beneficial 
| but in the long run if we were handling that amount of grain it raises a ques- 
tion then in regard to our equipment, what expenses we have incurred in 
respect of the railway lines, the amount of equipment and so forth, and whether 
_ our capital expenditure necessary to handle the grain in the long run gives us 


| anet revenue, and that becomes a cost accounting matter. 


nite 


ql Mr. HoRNER (Acadia): You are not certain in your own mind in the long 
_ run whether or not we do help the C.N.R.? 


| +~Mr. Gorvon: That is right. 


a Mr. Horner (Acadia): You have not convinced yourself whether you can 


“make money on the Crowsnest pass? 
Mr. Gorpon: No, I did not say that. In the long run it depends on what is 
the amount of the increase. I think you are talking about increased traffic. 


Mr. Horner (Acadia): Yes. 


Mr. Gorpon: In order for me to determine whether this is beneficial I 
would have to have it analysed in terms of the amount of increase in respect 
of the cost of handling it. 


te _ Mr. Horner (Acadia): I realize that. I am only trying to obtain some 
information in respect of the bottom part of this particular paragraph which 
deals with freight rate subsidies and which lists those that are paid out. I am 

not trying to analyse what you think in your mind should be tacked on to that 
\ gure for a grain subsidy. This is what I am trying to arrive at. You said there 
_would be nothing, and now I am not so sure about that. 


p.: 


Mr. Gorpon: The total amount mentioned in the MacPherson commission 
rt showed $22.3 million. 


Mr. Horner (Acadia): For Crowsnest pass? 


Mr. GorDON: Yes, in respect of the potential payments that might be pay- 
able to the railways, subject to proof. 


hh Mr. HORNER (Acadia): Did they suggest any amount of grain carried for 
| that loss—the one assumed of the grain carried? - | 


repo 
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Mr. Gorpon: They arrived at a figure for the purpose of their report of q 
$22.3 million for both railways. I have not the breakdown in mind now for F 
Canadian National Railways and Canadian Pacific but it does not matter for — 
your point; that is a maximum figure in the MacPherson recommendations. 
That is the figure for which legislation will provide if the railways will prove 
their cost in that respect. Subsidies may be payable up to that extent. If you 
are right, there may be none. q 


Mr. HornER (Acadia): I am just agreeing with what ihe Minister of 
Transport said in Saskatoon; assuming the maximum shipment for both rail-_ ‘ 
ways, one can only agree that the Crowsnest pass rates made their money. I am © 
accepting exactly the picture given by the minister in Saskatoon. q 


Mr. PIcKERSGILL: I suggest, if it is not rude to do so, that Mr. Horner ~ 
speak for himself and not say what the Minister of Transport said in Saskatoon. ~ 


Mr. Horner (Acadia): Then let us hear what you said in Saskatoon. 


Mr. PICKERSGILL: I would want to see the record of what I was supposed — 
to have said in Saskatoon, because I had no text there at any time. q 


Mr. Kinpt: Is Mr. Horner misquoting you? 


Mr. PicKERSGILL: No, I do not say that at all; I merely say that I prefer | 
to make my own statements. I have never attempted to quote Mr. Horner. ~— 


Mr. KorcuInski: Mr. Gordon says that green wheat hauling has produced © 
an increase in revenue, and so on. In other words, despite the fact that bom 
cars may have had to return empty—in terms of the short run—this still can ~ 
manage to produce an increase in revenue. Is that right? q 


Mr. Gorpon: Certainly an increase in gross revenue, but I do not none 
about net revenue. You see, we are talking here about rather technical questions ~ 
of cost accounting. It is a question between our variable cost and the all-in © 
cost. ' 


Mr. KorcHINSKI: You are attempting to drag this out. We are talking about © { 
short-run effects. You are also trying to drag in other expenses in which youd 
may be involved. 


I think several years ago « one of the big arguments was that box cars had _ 
to return empty and that that has resulted in a loss of revenue or no revenue’ 
at all to Canadian National Railways. In this case, despite the fact that you 
perhaps go back empty in many instances, you still contend that on the short 
run you are still showing a greater profit? 


Mr. Gorpon: This is the same problem one finds with the peak load. At 
any given point one obtains a sudden upsurge of profit. In the short run one 
is likely to make money on it. However, if one has to provide for all the capital 
costs that go with continuing that amount of traffic, then one has to analyse 
it to see what one’s capital costs are in continuing it. We can always do an 
emergency job; and this is what happened with the Russian wheat job. In an 
emergency job people will buckle to, and we find that we can get extra 
shippers and transportation people who will put up with a lot of incon- 
veniences in order to get the job done. However, one cannot do that forever; 
one has to buy the equipment and recognize in order to meet the long term. 


It is at that time that one has to see if one can obtain a net profit out of the 
new volume. 


Mr. KORCHINSKI: But if, as you suggest, you are allowed a new depreciation 1 
system, that system would take this into account, would it not? 


Mr. Gorpon: No, I am speaking about an operating expense. 


Mr. KoRcHINSKI: I think you are suggesting that you may have to re- 
build and so on and see how much maintenance will have to be done. Will that 
be taken into account with the different depreciation system you suggest? — 
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Mr. Gorpon: No, the depreciation there will work automatically because 


the depreciation is based on the usage of our equipment. If we have to buy 


new equipment there is a depreciation charge to our account based on that 


- equipment. In other words, our capital cost goes up and our operating cost 
_ is increased for that new equipment, so that has nothing to do with the question 


_ you are asking. It depends upon the amount of equipment we may have to buy 


at any given time. The operating cost is a different story altogether. 
Mr. KoRcHINSKI: It may be a different story in the case that you men- 


- tioned, but you take into account the use of the box car against the use of 
_ facilities and so on, against grain haulage, in your calculations to see whether 


you have made a profit or a loss, so that— 
Mr. GorDON: That is part of the charges, yes. 


Mr. KORCHINSKI: Therefore you have still to take into account whether 
or not that equipment can be replaced? 


Mr. GORDON: Yes. 
Mr. KoRcHINSKI: I contend, therefore, that with an increase in the service 


_-—despite the fact that you have had to return empties—that has paid for 


itself and, therefore, your previous argument that they have had to come back 


_ empty does not hold water any more. 


| 
| 


Mr. GorDon: I do not know what is the argument of coming back empty. 


Did that come out in the commission hearings? 


Mr. KORCHINSKI: I can remember the discussion several years back. 
Mr. Gorpon: It is only an incident in regard to the total cost. When one costs 


| any particular equipment, one takes everything into account. Depreciation would 
_be one of the things which one would take into account. 


Mr. KORCHINSKI: Then we will discount that argument entirely. 
Mr. Gorpon: No, that is not the conclusion. 
Mr. SouTHAM: My specific question was asked by my friend Mr. Horner 


_with regard to the increase in revenue. At the top of page three you have listed 
an improvement of $25.7 million in operating revenue over 1962, and you 


‘Specifically mention potash, export grain shipments and increased shipments of 
automobiles and parts. 


As I say, you have answered one part of my question. Further on, on 


page nine, you mention emergency grain handling and you say that 1,000 


hopper cars which were normally used for hauling gravel were equipped with 
Plywood tops in Canadian National shops, and placed temporarily in grain 


service. This was done in order to increase the supply of cars for wheat traffic. 


Would this curtail your operating revenue in any other section of your 


service, or was this able to be done in addition to your other services? 


Mr. Gordon: No, these were cars that were normally not used in the 


Wintertime, cars used in the movement of a type of traffic that did not move 
in the wintertime. We seized them and covered them with plywood tops and 


Wwe moved them in the winter. 


Mr. SOUTHAM: In other words, it did not cause too much additional ex- 
pense? 


Mr. Gorpon: It involved the cost of plywood tops, yes. 
Mr. SOUTHAM: With the large increase of movement in export grain and the 


resulting revenue from it, would your attitude appreciably change towards 


_Tepresentations that were made, say, to the MacPherson royal commission on 


Yailway abandonment? I am thinking here, sir, of something about which the 
people of western Canada are very sensitive. This is a question they have asked 


-me. Would there be a change of attitude on behalf of Canadian National Rail- 


Ways or the Canadian Pacific? 
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Mr. Gorpvon: No, I inquired into that question. I ee Aes: aie n ' 
volume of export wheat would change any branch lines, and the answer I re- 
ceived was no, that there would be no appreciable significance in any of those 
branch lines that we have considered as. candidates for abandonment. 


Mr. HorNnER (Acadia): Have you ever published those branch lines? 


Mr. GORDON: Yes, they have been notified to the Board of Transport Com-_ 
missioners and they are a matter of public knowledge. ; 


Mr. SouTHAM: The evidence you gave last year to the MacPherson ove | 
commission, in regard to the number of applications you made to the board of 
transport commissioners on railway abandonments, showed that you were q 
in a bad position for competitive reasons, in particalar for the reason that they | } 
had made a similar number of curtailed applications to the board of transport 
commissioners for railway abandonment. In other words, in the over-all terms q 
of this problem, has there been any appreciable change? 


Mr. Gorpon: I understand that the Canadian Pacific Railway has filed 
some branch line abandonments, but I do not think they have said that they 
have filed all of them. We have been trying to put before the board all the: 
essential candidates, but I do not know whether Canadian Pacific have done™ 
that or not. It was their declared policy at the time that they did not wish to 
do this. 


Mr. SoutHam: It is pretty well known that Saskatchewan is the largest 3 
grain shipper. Any revenue from grain handling is more applicable to Saskatch- 
ewan than to some of the smaller exporting provinces. | 


Mr. Crouse: On page three an increase of $0.4 million was mentioned in 
the amount received from railway freight under the Maritime Freight Rates 
Act within and over the Atlantic provinces? Would this cover freight, for) 
example, that is shipped on the ferry Bluenose from Yarmouth to Bar Harbor? 


Mr. Gorpon: I do not think the freight rates come under the maritimes) 
act. Is that your question? Are you asking whether traffic on the Bluenose) 
comes under the Maritime Freight Rates Act? ‘" 


Mr. Crouse: Could you also tell me if the Bluwenose is making a profit or 
loss at the present time? q 


Mr. VAUGHAN: Your first question with regard to the Maritime Freight 
Rates Act is one which I can answer. I do not think that it would apply to the 
Bluenose as the act applies only to rail-carried traffic. In the preferred territory, i 
which is the Atlantic provinces, there is a 20 per cent reduction; and 20 pew 
cent out of the preferred territory, that is from Levis to Quebec. 

The answer to the second question with regard to the Bluenose is that the 
deficit last year, I think, was around $190,000. 


Mr. Crouse: In view of your concern—and I appreciate it—with regard to 
operating the system at a profit and in view of the fact that the Bluenose is” 
now operating at a deficit, would you be inclined to endorse the establishment, ‘“ 
for example, of a second ferry which has been proposed and which would be 
helpful to the fast transportation of our fresh fish from our newly expanding 
fishing fleet, or would you have a tendency to perhaps turn thumbs down on 
the proposal in view of the result it may have on your profit? ‘a 


Mr. Gorpon: That would not be a matter for our decision. We do not pay 
a deficit on the Bluenose. We operate the Bluwenose for the government as man- 
agers and the deficit is paid by the Department of Transport. If there were 
an application for another ship based on a market analysis of potential traffic, 
then the Department of Transport would have to determine whether or not 
they were prepared to sponsor another ship. It would not be our decision. 


Mr. VAUGHAN: I now have the figure for 1963. In 1963 the deficit was 
$217,107. In 1962 the deficit was $194,000. 


While revenue ton miles were up 12.9 per cent to 40.2 coe the 
average revenue per ton mile declined 7.5 per cent. 


Could Mr. Gordon explain why that revenue was down? 


__. Mr. Gorvon: That arises out of mixed traffic. I am almost afraid to men- 
tion that one of the reasons it is down is that we handle so much grain. Ob- 
i‘ viously, if we handle some traffic at a rate below the previous average, it will 

_ reduce the percentage. Grain was not the only thing, but the fact that we 

handle so much would reduce the revenue per ton mile. However, there is 
‘ another thing which involves incentive rates to get larger loading on our cars, 
and so forth. It is an incentive factor, but on the mixed traffic it is less per 
ton mile. 


Mr. Howe (Wellington-Huron): On shipments for automobiles and parts, 
, it is mostly attributable to the parts that you put on gondola cars? 


i Mr. GorDOoN: You mean the tri-level special type cars for handling the 
_ automobiles? 


‘ Mr. Howe (Wellington-Huron): In other words, you are getting much 
_ more of that traffic now? : 

ie Mr. Gorpon: Much more, yes; they have been quite satisfactory. 

The CHAIRMAN: Are there many questions on the final review? Can we 
carry on with that this afternoon and then go on to development this evening? 


an Mr. Recan: There are some aspects of it that will tie in with the outlook. 
_ Mr. Fisuer: I have one question. 


» 
sleet 


You have an item in here which relates to the job security fund. Mr. 
- Gordon and I know that the spokesman for the C.P.R.T. and T.W. made the > 
point that their union is quite dissatisfied with their last agreement. They felt 
they had made concessions—and I quote—that “would put us in an advan- 
_tageous position in the year’s negotiation and in order to establish the job 

"security fund”’, which incidentally is not even working yet. What is the amount 

gh that has gone into the job security fund, and is it likely to be put into effect 

: and to be used? 


Ni Mr. Gordon: The origin of the job security fund, you will remember, 
‘was propounded by the board of conciliation under Mr. Justice Munroe in 1961. 
Dini fund was a fund set up in order to mitigate the hardship of long service 
| employees where positions became redundant. On the basis of that agreement 
_it was to be one cent per hour on the basis of the then current employment 
levels, and our estimate—which I have before me here—was that it would cost 
Canadian National Railways alone about $1.2 million per annum. From the 
time at which the fund commenced and to the end of February 1964, the total 
“amount accumulated by Canadian National was $1.423 million, and hie would 
be roughly 60 per cent of the fund. You can deduce from that the proportion 
contributed by the Canadian Pacific Railway would be about 40 per cent 
beyond that making a total fund of about $2 million. It was stipulated that 
-acommittee would be formed for the purpose of determining how to administer 
- this fund. It was also stipulated, as I recollect, that failing agreement there 
would be arbitration upon it. They have not reached agreement, neither have 
“we applied for arbitration; and the matter is in that position at the moment. 
ie 


Mr. FISHER: You will continue putting the money in? 


_ Mr. Gorpon: We will continue putting the money into it and that raises 
a great deal of difficulty in retroactive payments. 
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Mr. Pascoe: On page four the report refers to controllable benefits. Page 
four talks about increased use of leased cars. I wonder if the new dome cars 
that are being put on are leased cars. 


Mr. Gorpon: No. Where is the reference to controllable expenses? 


Mr. Pascoe: Under “Railway Operating Expenses” it is stated that the 4 
higher costs were partially offset by close attention to controllable expenses. — 


Mr. Gorpon: Well, “controllable expenses” means those expenses that the ] | 
management can actually control by insisting upon rigid forms of economy. 


Mr. Pascoe: Such as? = | 


Mr. Gorpon: Well, almost everything in regard to the operation of the | 
railway. We would make a close examination to see whether or not there was 
wasteful use of, let us say, fuel oil. It really means the close attention of | 
management at all levels to eliminate waste in every way possible. It also_ 
affects labour content in respect of whether or not we have too many employees ~ 
in relation to the work done; and that is another form of controllable expendi- — 
ture. In our industry, the labour content is so high that we have to wa 
it with great care. The leased cars have nothing to do with domestic cars at all; 
they have to do with the use of foreign cars as they come into us from foreiaa 
railways, namely from the United States. We can use them under a formula | 
basis and we pay so much per day. We make per diem payments when we 
use a car of a foreign railroad, and they pay us a per diem payment when they 
use our cars in the United States. 


The CHAIRMAN: Mr. Kindt. 


Mr. Kinpt: May I call it six o’clock? May I put my question when we 
resume? . 


The CHAIRMAN: Is it on this topic? 


Mr. Kinpt: Yes, indeed; it is on capital expenditure. 


The CHAIRMAN: The committee is adjourned until eight o’clock thi 4 
evening. S| 


EVENING SITTING 


TUESDAY, June 16, 1964. 
The CHAIRMAN: Gentlemen, we have a quorum. 


Mr. Luoyp: Mr. Chairman, I indicated this afternoon that I would like 
briefly to follow up some questioning I undertook with respect to taxation. ii, 
referred Mr. Gordon to the report of the committee of inquiry into major ports. 
of Great Britain, of September, 1962, and I made reference to that document. 
You mentioned, Mr. Gordon, that you were not aware of it. It contains some 
very sound enunciation of principles with respect to depreciation, of public | 
facilities, and also with respect to taxation. I shall leave it at that. You ex- | 
pressed some interest in it. I believe you are interested in any new material. 

I wanted to put on the record the fact that I was referring to something specific, 
and not referring to a mythical report. 


Now, I would like to turn to page 324 of the proceedings of this committee 
at our last session. Following some questioning by Mr. Balcer on the matter 
of exemption of the Bell Telephone and Telegraph lines, you were asked why 


ay 
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the railway company did not enjoy the same exemption as the Bell Telephone 
I Company, and I interjected as follows: 

Mr. Lloyd: The minister knows full well the repeated efforts we 
have made. I will try another minister, another opportunity, in another 
place. The more information you can provide before the next session at 
a committee of this kind on the incidence of municipal taxation to which 
you are pap Ose? right throughout Canada in all forms, the better I would 
like it. 


When I said that I would try another minister at another place I meant we 
were making representations through the Mayors’ Federation to the National 
| Harbours Board. Since that time a brief has been submitted dated February, 
| 1964 to the Minister of Transport. On page 2 of that submission this statement 
| is made: 


fat i 
t 


Crown corporations, both proprietary and agency, are exempt from 
the provisions of the Municipal Grants Act. Such corporations have 
been authorized by cabinet directives to “work out fair and equitable 
agreements with the municipalities in which their properties are 
situated.” 


The C.B.C. and other crown corporations have voluntarily followed 
the universal policy established under the Municipal Grants Act. It is 
significant to note that the St. Lawrence Seaway Authority also makes 
grants in accordance with the procedures established under the 
Municipal Grants Act. 


The C.B.C., you will notice is revenue deriving to some extent, and is 
‘also subsidized. The St. Lawrence Seaway Authority is a revenue financed 
authority and it is also deficit financed by the Canadian Government. So 
there is an analogy between these two crown agencies and the one which you 
head up. 

Now, in seeking information about your policy with respect to taxation 
‘I was trying to find out if you followed any consistent municipal tax policy. 
By tabling a schedule, if you like, of the kind of liabilities that you have, the 
reasons for exemption, and the reasons for agreements, we might be able to 
establish a course which would produce some uniformity ultimately. 

You said that this matter of local taxes it was left to the municipalities 
to protect themselves. You said you would not provide any information. 
Last year on page 324 I quote: 

| The more information you can provide before the next session at 
a committee of this kind on the incidence of municipal taxation to 
which you are exposed right throughout Canada in all forms, the better 
I would like it. 


Mr. Gordon: We will certainly take a note of that, and I will study 
the thing a little more carefully. 


I understand you have studied the matter and that after your study you 
have concluded that you do not want to give us any information. Is that your 
position still? 
Mr. Gorpon: I do not know what your question is. 
Mr. Luoyp: My question was: 
The more information you can provide before the next session at 
a committee of this kind on the incidence of municipal taxation to 
which you are exposed right throughout Canada in all forms, the better 
I would like it. 
Mr. Gordon: We will certainly take a note of that, and I will study 
the thing a little more carefully. 
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Vou did not commit voureelt to any hin) ae you said that : you ow Ot 
study the matter. Did you make such a study? De Be 


Mr. Gorpon: I think the point is pretty clear that our position 4 is thet we 
deal with taxation authorities in any particular area in accordance with the | 
demands that are made upon us. I do not think this committee should be used] 
as a forum for obtaining information on a basis of exposing every discussion | 
that we might have with various types of local authorities affecting forms of | 
taxation, because each place usually has something different from the other. | 
It would not be possible to bring out the particular implications on a basis | 
which would achieve what you call uniformity. 3 | 

I think you used the expression that municipalities had to look after | 
themselves. The reverse applies to the Canadan National Railways, which has¥ 
to look after itself. The Canadian National Railways deals, in my belief, fairly} 
and equitably with every taxation authority which has power to impose taxa- 
tion upon us. It becomes a matter of discussion with the particular authority 
in terms of the local conditions. I think that is the way it should remain. s 


Mr. LLoyp: Would that still be your answer in the case of the Nova Scotian + | 
hotel in Halifax where the Lord Nelson hotel has no exemption, and you have 
initiated a taxation agreement with the city? cq 


Mr. GorpDon: Certainly that is a case in point. Whatever negotiations wel 
have had with the city in Halifax have been made on the basis of knowledge to} 
both sides of the discussions, and of what was involved. I would not be pre- 
pared to accept your general statement about the Lord Nelson without having | 
the whole case exposed, because most certainly in the negotiations with the | 
city of Halifax they have been based on the particular facts which arose in 
that case, and that is exactly what I mean. I do not think this committee should } 
be used as a general forum in respect of discussions which might take place 
from time to time in regard any matter of local application. a 4 

The same thing applies in regard to court cases for example. These court 
cases should be dealt with on the evidence produced to the court. I shall have 
something more to say about this later, if the matter comes up. It should be 
based on the specific incidents of the case. That is why I am reluctant to 
attempt to produce the overall details of the incidence of taxation as it applies | 
to every place in Canada. These things—the actual statements that may be 
made in the various places—are matters of public knowledge there but I do na 
think we can produce or we should produce the kind of information that I 
think you are seeking, because it means that one set of facts might be used to 
support an argument in regard to another set of facts where local incidents 
are quite different. 


Mr. Luoyp: You cannot define a general policy with respect to municipal 
taxation? 


Mr. GorDON: I can define it in this way. 


Mr. LLoypD: You mean whoever is the smartest will get away with it. : 
you can get away with the least amount of taxation, you will try to do so. — 


Mr. Gordon: No, that is a rather harsh way to put it. I think that munici- 
pal authorities anywhere are quite as competent as we are to uphold the cas se 
of the municipality for any legitimate taxation. If we have a case to advance 
in respect of taxation, it is our duty to do so. We make a settlement of agree- 


ment with local authorities on that basis. So far we have not had much trouble, 
when we have reached agreements. 
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_ Mr. Luoyp: There was an extreme case of injustice in the maritimes some 
ears ago. For many years the railway contended that the I.C.R., being an 
manation of the province directly should therefore enjoy taxation exemption 
rivileges under the British North America Act. But with respect to those 
ompanies which the Canadian National Railways had taken over and con- 
inued as legal entities, you continued to pay taxes on the property which 
was in the title of such companies. That was the argument presented to us 
after a very expensive search effort, after engaging auditors, engaging counsel, 
and taking it right to the courts, or taking it right to the threshold of a court 
case. The case was just about to be heard when the Department of Justice 
came in and said that the matter had better be settled out of court. 


_ Now, one of the reasons for that action was the discovery that the rail- 
way had been paying taxes in the city of Toronto in direct violation of the 
explanation that had been given to us by its officers. I merely offer this to you 
‘to justify my curiosity. 


_ Mr. Gorvon: You see, Mr. Lloyd, that is why I think this discussion is 
quite unfair, because you are giving your version of a situation with which I 
may not agree. I am quite sure you are giving an honest version. 


Mr. Luoyp: I was there during those negotiations while you were not. I 
am acquainting you with some history of which you do not possess the inti- 
mate knowledge that I do. 


Mr. Gorpon: All right, I am simply saying I am not prepared to accept 
your version. I would rather hear the version given to me by my own officials. 
‘Whenever there is a dispute about taxation, there are two sides to it. In the 
negotiations which take place a complete ae final settlement is made, and all 
these considerations are taken into account. The essential fact is that the tax- 
payer under any circumstances anywhere under any conditions is quite en- 


titled to take full advantage of what the law says. 


_ Mr. Lioyp: Then you agree, Mr. Gordon, that instead of waiting for the 
railways to negotiate action to remove inequities in taxation a municipality 
should very vigorously pursue a course of action to correct the situation and 
adopt whatever remedy is available to it to correct the injustice? 


_ Mr. Gorpon: The municipal authorities under any circumstances have a 
duty, just as we have, to exact all the taxes they can legally collect from 
anyone. 

__ Mr. Luioyp: So that in the case of this rule of 50 per cent on real property 
saxation in connection with the I.C.R., the only recommendation one can make 
(0 municipalities would be to pursue a correction of that remedy possibly with 
the Minister of Transport rather than with you, by legislation perhaps? 


_ Mr. Gorpon: I am not giving any legal advice. It is up to the municipal 
tuthor ity to take what ever action they think is right. 


is Mr. Luoyp: As a crown corporation you are different from other crown 
*orporations including the C.B.C. and St. Lawrence Seaway in seeking fair and 
‘easonable taxation agreements with municipalities, and you think the pro- 
‘edures followed by other corporations should not apply in principle to the 
a National Railways; is that right? 


4 Mr. Gordon: That is not what I said. You insist on making your own 
ee Gon in regard to everything and I am not prepared to accept any 
nterpretation you have made so far. 

ey Mr. Lioyp: May we close our discussion on that point and state that each 
f us has our own interpretation in respect of these things? 


_ Mr. Gorpon: By all means. 
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Mr. Luoyp: Let me ask you one further general question. If you found a 
private hotel operation in a municipality in respect of which were paid full 
municipal taxes would you try to negotiate a tax agreement for a C.N.R. hotel 
proposed in that municipality. 


Mr. Gorpon: I am not prepared to answer any hypothetical questions. I 
will answer a question when the facts are stated, and will always do the best 
I can under the circumstances. 

Mr. Luoyp: I should like to state for the record the case of the City of 
Halifax and the Canadian National Railways, the company indicated to the city 
it would not undertake to build an addition to the Nova Scotian hotel unless | 
it reached a tax agreement. At that time the Lord Nelson hotel was paying 
full taxes on an assessment basis to the city of Halifax. 


Mr. VAUGHAN: Is it not a fact that the management of the Lord Nelson 
hotel, if it was going to build an extension, had tax relief? . 


Mr. Luoyp: That was subsequently correct. 


Mr. VAUGHAN: Yes, so the Nova Scotian hotel extension was in the same 
position as the extension to the Lord Nelson hotel. 
Mr. LLoyp: Unfortunately it was not in the same position. 1 
Mr. VAUGHAN: It was not completed but the principle was the same, was 
it not? q 


Mr. Luoyp: I think the situation would be different if what you say is 
correct. q 


Mr. VAUGHAN: Was the situation the same? 


Mr. LuoypD: The situation was not the same and if it had been the same, 
Mr. Vaughan, you suggest that a fair and reasonable attitude on the part of 
the C.N.R. would be that which allowed you to follow the practice in respect | 
of each municipality and that if a municipality was not granting exemptions to 
competitors of the C.N.R. you would not seek tax agreements? , 
Mr. VAUGHAN: I do not agree with that statement, no. 


Mr. Lioyp: In other words, if you could get away with a tax agreement. 
or exemption in Vancouver you would do so? 
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Mr. VAUGHAN: It takes two to make an agreement as you realize, Mr. 
Lloyd, the city of Halifax and the C.N.R. 3 


Mr. Lioyp: Surely there is a slight difference between subsidies to the: 
Canadian National Railways on deficit financing by the taxpayers of Canada 
and some other private agency? Surely there is some difference in the situa— 
tion? a 

Mr. GorDON: There is no difference whatsoever. The Canadian National 
Railway is running its business and trying to run it on commercial principles. 
When there is any expense, which includes the question of taxation, we will 
employ exactly the same attitude as any private enterprise or corporation to: 
resist the tax if and when we have a legal basis for doing so. aaa 


Mr. Luoyp: I appreciate your observations Mr. Gordon, but I cannot help 
but observe that the only recommendation I can make to the municipalities is 
to take heed of your observations, and employ every means in their power 
to see that you pay fair and equitable taxes which is not the case in respect 
of the Atlantic provinces. q 


\ 


Mr. Gorpon: That is exactly what municipalities do in every case. I have 
never found a gleam of sympathy on the part of any taxing authority. If we 
make a bargain at any point, as we have, in regard to a hotel being constructed 
in a certain place on the basis of being granted an exemption from taxation, 
that represents a business deal. This does happen in respect of hotels in other 
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places, where by reason of an undertaking that we will build a hotel, we receive 
| relief or adjustment in respect of taxation for a period of years; there is nothing 
| unusual in that regard. That is the type of bargain which is made every day. 


| Mr. VAUGHAN: Taxing authorities give taxation relief to industry for cer- 
| tain periods of time. 
Mr. Gorpon: Of course they do. 


! Mr. Luoyp: It has become apparent that most crown corporations will seek 
the same relationship in respect of taxes in municipalities that private enter- 

| prise enjoy in those municipalities and if there is an exemption they seek it. 
_ However, in answer to a question I asked you last year you indicated that the 
C.N.R. did not seek an agreement with the city of Montreal. 

Mr. Gorpon: I did not say we did not seek an agreement. I said we did 
not come to an agreement. 
Mr. Luoyp: Did you seek an agreement? 
Mr. Gorpon: I am not going to answer that question. 
| Mr. Luoyp: You are paying full taxation in Montreal, as you stated last 
year. 
Mr. HoRNER (Acadia): Mr. Chairman, before we conclude our discussion 
in respect of the paragraph dealing with railway operating revenues and sub- 
| sidies received by railways under various acts of parliament, I should like to 
ask Mr. Gordon a question particularly in respect of the Crowsnest pass rates 
and subsidies outlined by the MacPherson commission regarding branch line 
abandonment. Do you think the railways are justified in asking for subsidies 
/ over a period of 15 years, as suggested by the MacPherson royal commission 
in respect of branch line abandonments? 
t Mr. Gordon: Yes, I do, indeed, on the basis which the commission has 
recommended. As I have said before, the situation is that the railways will apply 
_for abandonment of a particular line and give in support of its application 
detailed information, which the board of transport insists upon. These applica- 
_fions are very, very detailed and difficult to make, and if the board hears that 
case and determines in its judgment that, in spite of the proof we have shown 
that a line should be abandoned, it should nevertheless be continued in the 
public interest, a subsidy, as I understand it, becomes payable. I use the board 
of transport here as an example because I understand there are further amend- 
'ments in regard to who may sit in judgment of the branch line rationalization 
fund, but there will be a board of some form. Only when that board finds our 
application is justified, and there is reason for abandonment of a line because 
: of alternative transportation facilities, will that board grant permission for 
abandonment, I presume. If they do not grant permission for abandonment 
of that line because public interest is greater than the loss sustained by the 
| railways, it will then instruct the railway to continue the line and we then 
become entitled to a subsidy. That is the way I understand the recommendation 
of the commission which I hope will be incorporated in the legislation. 
| Mr. Horner (Acadia): Perhaps I might direct one or two further questions 
to Mr. Gordon, Mr. Chairman. 
You outlined very clearly that the MacPherson Royal Commission sug- 
gested that the $22 million subsidy be granted on a proportionate basis to the 
| Canadian Pacific Railway and the Canadian National Railways to compensate 
for the Crownest pass rates agreement. Could you indicate to the committee 
what your interpretation of the MacPherson royal Commission’s recommenda- 
_ tion is in regard to branch line abandonments over a period of 15 years? 

Mr. Gorpon: I do not think I can do that, but I should like to state that 
the figure mentioned by the MacPherson royal commission is, as I understand 
it, a maximum sum. 
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Mr. Horner (Acadia): What is the maximum suggested? 
Mr. Gorpon: I think I mentioned the figures earlier. 

Mr. VAUGHAN: Are you referring to branch lines, Mr. Horner? 
Mr. HorNER (Acadia): Yes. 4 
Mr. VAUGHAN: I think the MacPherson royal commission recommended — 

$13 million be divided. 1 
Mr. Horner (Acadia): That recommendation related to a 15 year period 7a 
Mr. VAUGHAN: The recommendation related to $13 million per year. q 
Mr. Gorpon: You are referring to branch lines? 


Mr. VAUGHAN: He is referring to branch lines, yes, and the figure of $13 1 
million per annum was to be allocated between the two railways in accordance i 
with the formula set up. 


Mr. Horner (Acadia): I am just suggesting that in the future the sof 
million, split roughly in half, although the Canadian Pacific Railway handles 
more grain than the Canadian National Railways, and the $13 million, could — 
well be added to the total subsidies here, which is $70 million. 4 


Mr. Gordon: Oh, no; that is completely wrong. You see, when you look 
at the subsidies mentioned on page 3 you have to keep in mind that when the™ 
MacPherson commission recommendations go into force, the interim payments | 
you see there, the $29 million, will be eliminated at once as the $50 million — 
subsidy will be abolished. 4 


Mr. Horner (Acadia): The interim payments and what? 


Mr. Gorpon: The interim payment of $29 million is our share and the. ' 
total is $50 million. That $50 million interim payment will be cancelled; that 
comes out of the picture altogether. And then we get into the question of the © 
freight rates reduction subsidy and, as I understand it there will be a transi-_ 
sition period bue eventually, in the course of a year or less, depending on the 
legislation, that freight rate reduction subsidy will also be cancelled because 
we will be free then to raise the rates as we think we can get the payment 
made under competitive conditions. a 


Mr. HorNER (Acadia): So, in a sense, if you were compensated in your 
own mind—you are compensated in my oes now—for the Crownest pass — 
rates and the branch lines you still would have a deficit in 1963 of $43 million ; 
or more. 4 

Mr. Gorpon: I do not follow that. Would you repeat your question. 


Mr. Horner (Acadia): You are suggesting when you are compensated j 
for these services, the Crownest pass rates through the prairies and the branch © 
lines which you Hove to put up with in the prairies, that this interim payment j 
will be done away with and the freight rate subsidy will be done away with, 1 
namely $29.1 million and $10.1 million. , 


Mr. GORDON: Yes, 


Mr. HORNER (Acadia): Will be done away with. 
Mr. GorDoNn: Yes. 


Mr. HORNER (Acadia): This totals $39.2 million. Do you suggest that in the 
MacPherson royal commission there are $22.2 million suggested as compensa- y 


pn for the Crowsnest pass rate and $13 million compensation for the branch | 
ines. qq 

Mr. Gorpon: But, there is a passenger deficit subsidy recommended by the 
commission. ig 
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Mr. Horner (Acadia): I am not dealing with that at the present time. This 
_ passenger thing is an item unto itself. I am dealing with the hauling of freight 
_ and the problems involved in that, and I am trying to arrive at this short fall, 
_ to use your own expression used earlier this afternoon, with regard to the 
depreciation write-off which should have been written off in the earlier years. 

Mr. Gordon: Yes. 

Mr. HORNER (Acadia): And, I am trying to judge it on this basis and to 
give you the benefit of the short fall. 


Mr. Gorpon: Yes. 


Mr. HORNER (Acadia): I am trying to give you the benefit of the Crowsnest 
Pass rates. 


Mr. GORDON: Yes. 


Mr. HorRNER (Acadia): And I am trying to give you the benefit of the 
branch line handicap, shall we say, and I am trying to arrive at an accurate 
_ accounting of this, if you follow me. I am trying to equate the management 
and employee efficiency to the spring of 1964 and I still see, after equating this 
_ in my mind, a deficit for 1964. 


Mr. GORDON: Yes, if the recapitalization did not take place. 
Mr. HORNER (Acadia): But, even with the recapitalization? 


| Mr. GorDON: Oh, no. Let me summarize it this way. If the MacPherson 
_ commission legislation went through, and nothing else, the nearest I could 
_ estimate—and I am making assumptions about the legislation—is that out of 
_ that legislation we would not benefit more than about $10 million or $12 mil- 
- lion. 

Mr. HorRNER (Acadia): $10 million or $12 million? 


| Mr. GORDON: Yes, that is a guess. Therefore, with a deficit, as you see last 
_ year, of $43 million, we still would have a deficit. 


Mr. HorRNER (Acadia): Of $30 million? 


Mr. Gorpon: $31 million, again making allowances for whether or not we 
_have a better year and so on, but, using the 1963 figures. So, therefore, we 
must have a recapitalization. 


Mr. HorNER (Acadia): And, that would do away with the $31 million. 


| Mr. GORDON: Yes, if we get the recapitalization proposals as I presented 
_them, then I have said in answer to other questions that this plus the Mac- 
_Pherson commission legislation should mean we would have a profit position. 
_I am not prepared to say how much but I do say we would eliminate the 
| deficit. 

Mr. HorNER (Acadia): Well, the member’s figuring from the Northwest 
_ Territories is always better than mine. 


Mr. Gorpon: Yes, he is figuring. 


| Mr. HoRNER (Acadia): And, mine is not that far out that I cannot arrive 
_at a relatively close figure as to what you are assuming the government should 
write off or assume. I should not have used the words “write off”. 


To follow up on this question of branch lines and branch line abandon- 
-Ments, many of which are contemplated in my constituency, it is a fact that 
Many of my constituents ask me how this is figured out. Are grain shipments 
arriving at, let us say, point A credited with actually being shipped from point 
A or are they credited with being shipped from the main line? Do you follow 

my thinking in this regard? 

Mr. GorDon: Yes, but you are getting pretty deeply into the business 

of cost accounting. 
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Mr. Horner (Acadia): But, this is the very Aes in lance many con- a 
stituents say to me: “the C.N.R. bring their books to the meen and } who 
can dispute their books; they have the figures, we have Nov wee ; j 


Mr. Gordon: Well, there have been representatives of the provinces, one 
of whom is a very distinguished member and is in this room, who have made 
damn certain that the figures produced by the railways have been subjected 
to very close scrutiny, and he has done it very effectively, I will tell you. 


Mr. Horner (Acadia): I would not want to discredit his reputation in 
regard to ensuring that these figures are accurately presented. But, can you 
answer this question with regard to branch lines. Say, we have a branch line ; 
off the main line? 4 


Mr. GorDON: Yes. 
Mr. Horner (Acadia): Or, relatively speaking, a main line. 
Mr. GoRDON: Yes. ; 


Mr. Horner (Acadia): Say, there are 19 cars of grain shipped this week > 
from point A on the branch line; are those 19 cars credited as revenue from : 
point A on the branch line? a 


Mr. Gorpon: Yes. The branch line will be credited with any form of 
revenue it produces. ; 


Mr. Horner (Acadia): I often have appeared on behalf of community | 
elevator agents on branch lines, and so on, in my constituency and time and 
again railways have presented figures which have told a story of relatively no- 
income from point A and time and time again the elevator agent says, “I have’ 
shipped X number of cars from this point; the revenue should be designated. 
as arriving at this point’, and the railway representative says, “Oh, no, this 
is credited to the whole main line and we cannot charge this up, if it was 
not delivered at point A it would be delivered to point B on the main line, ‘ 
and we will get the grain anyway”. y 


Mr. Gorpon: The board makes a careful analysis of that. Here are the 
factors. The board of transport commissioners, in reaching a decision on an 
abandonment case is governed by this rule, which I will read—and they haa 
stated this many many times: “The issue in each case resolves itself into ; 
question of whether the loss and inconvenience to the public consequent on the 
abandonment outweigh the burden that continued operation of the railway line 
involved would impose on the railway company”. These are the factors which 
the board require us to take into account, and I think I might just as well 
tell you what they are, as they require this information from us. First, the 
system revenues from branch line traffic; second, system of voidable expenses 
of branch line operations; third, estimated savings to railway from abandon- 
ments; fourth, trend in traffic pattern; fifth, relationship between year under 
study and an average year particularly for lines in western Canada where 
traffic is predominantly grain; sixth, present train service, type and volume 
of traffic; seventh, alternative services for freight, passenger, mail and express, 
both summer and winter; eighth, distance between stations and line to be 
abandoned and stations on alternate lines or to alternate services; ninth f 
population in the area served by the line and the population trend, increasir ng 
or decreasing; tenth, productivity of the area and its potential for future growth 
or new industries; eleventh, effect of abandonment on railway employees; 
twelfth, effect of abandonment on freight rates and over-all transportation; 
thirteenth, effect on local merchants; fourteenth, effect on property values, 
taxes, etc. i 
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The whole thing ends up with the word “etc.”. Therefore, the board can 


and does inquire into any possible question affecting the validity or otherwise 


of the application for abandonment. As you know, any witness with any interest 
along that line has a right to be heard when that abandonment case is to be 
considered. | 

Mr. Horner (Acadia): I have one question with regard to the list of 14 


riteria. Am I to assume that the board of transport commissioners and the 
ailroad accept that list in that order of importance? 


Mr. Gorpon: Accept what? These items? 

Mr. HorNER (Acadia): The 14 items. 

__ Mr. Gorpon: No, these are questions which we have to answer and they 
are weighed and judged by the Board of Transport Commissioners. 


be Mr. HoRNER (Acadia): Are they weighed and judged in the order in which 
read them out? 


you 

a Mr. Gorpon: I do not know; that is the board of transport commissioners’ 
decision, not ours. We give the information. 

| Mr. Horner (Acadia): On those 14 points? 

Mr. Gorpon: On those 14 points, yes. 

| Mr. HorNER (Acadia): Are they used by you or the board? 

is Mr. Gorpon: By the board. We present the facts as best we can in regard 
‘to these questions. . 
: Mr. Horner (Acadia): But am I to assume that you feel the board of 
|transport commissioners take them in that order of importance? 

s Mr. Gorpon: I do not know. I have no way of knowing how the court 
weighs its judgment. | 


_ Mr. Horner (Acadia): The way in which you read them out led me to 
feel—I could not help but feel—that this was the way in which you interpreted 


them when presenting your case in regard to their importance. 

Mr. Gorpon: Really, I do not know that we are going very far by dis- 
cussing a hypothetical case because, after all, it gets down to the practical 
case and we reach a judgment in regard to a specific branch line and we 
ply for abandonment on the basis of the facts as we see them. Then we 
answer all the questions that the board may want us to answer in order to 
etermine the validity or otherwise of our application. 


__ Under the MacPherson royal commission report—and I keep on repeating 
his—it is important to recognize that our application for abandonment, even 
t agreed by the board as being a good case, is not necessarily conclusive because 
inder the legislation as it will come out, and as I understand it, there is a 
urther step taken by whatever the branch line rationalization body will be. 
understand in the case of western Canada it is now under the Minister of 
\sriculture. If the board, body or group finds that nevertheless it is regarded 
n the public interest in western Canada in the particular area that that line 
10uld continue, then we become entitled to a subsidy, a subsidy based on the 
loss which we have been able to establish in the operation of that particular 
line. That is where this figure comes from. 


_ Mr. Horner (Acadia): In regard to the branch line subsidy, Mr. Chairman, 
have a further question. 


_ You have outlined, Mr. Gordon, very fully the facts with regard to your 
branch line approach. How many years, would you say, according to the cost 
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Mr. Gorpon: I do not think I can answer that specifically. It is a matter 
of judgment at the time. We keep these lines under observation as much as 
possible. At some point our local officials arrive at the conclusion that this line 
should be studied. a 

Mr. Horner (Acadia): Certainly not one year? 

Mr. Gorpon: No, certainly not. 

Mr. Horner (Acadia): Not two? 

Mr. Gorpon: No. 

Mr. Horner (Acadia): Not three either? 


Mr. Gorpon: This becomes a matter for our local officials. They see the | 
day to day operation of the line and in due course they reach a conclusion that 
there is not much traffic on that line and that we should look at it. Then they 
put in force a study of the line. It is not done overnight. We study many many 
cases in which we decide not to ask for abandonment. But somewhere along 
the period of time a line becomes suspect in the eyes of the operating officials 
and they report that a study should be made. ; 


Mr. Horner (Acadia): But you could not give the committee any idea— 
and I ask this bearing in mind that this was a very pertinent question studied 
by the MacPherson royal commission and a very pertinent question for this 
committee, bearing in mind that something like 1,000 miles of rail line are to 
be abandoned, according to Canadian National Railways, in the province of 
Saskatchewan—you could not give the committee some idea of how many years 
a line must operate in deficit, in your opinion, before you appraise it as such 
and abandon it? q 

Mr. Gorpon: I do not think it is a matter of years, is it, Mr. Demcoe? It 
is a matter of the circumstances. We might very well let a line run on for years 
because we would think that what it amounts to is not worth while surveying, 
but we might regard it as a marginal case. At some point in our operations a 
line becomes suspect in the matter of the traffic it is handling and then they 
local officials will proceed to make a study of that and if they arrive at the 
conclusion that this is worth a major study, they will recommend that this be | 
put through the machinery. q 


Mr. Horner (Acadia): I have a couple of more questions if you will just 
bear with me, Mr. Chairman. 


I would like to point out to you and the committee that during the late 
thirties the line on which I happened to live, which is a 70 mile branch line, 
was proposed by Canadian National Railways to be abandoned, yet today it 1s 
the best paying line in the Calgary subdivision. It is the best paying line with 
possibly two trains a week. This goes to re-enforce the point I was trying to 
make that we must have a period of years in which to decide that a line is not 
paying. We cannot have one, two or three years; we must have five, six oF 
maybe even seven, ten or twelve years before a line is properly abandoned. — 


My further question with regard to branch line abandonment is this. What — 
and where is the breaking point between abandoning a line and, say, just going > 
up the line once a month with, say, 20 grain cars or whatever the line happens 
to need? Where is the breaking point in the operations of that branch line? Let 
us say, for example, Mr. Gordon, that we have a line 20 miles long or 30 miles 
long and which will move something like 20 or 30 box cars a month—I am 
just saying this for the general information of the committee and the provinces 
of the prairies—would that line then be considered economic if it operated 30 
cars a month? | = 
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. Mr. Gorpon: I do not think you can really base it on that specific sort of 
thing. It would be very simple if we could do that. Our policy is that when we 
examine a line for the purpose of determining whether to abandon it because 
of thin traffic density, we have three major things in mind. First, we establish 
_that the continued operation of the line itself is uneconomic. In that examina- 
tion we take account of every operation on the line. Second, we decide that 
there is no apparent potential for improvement in the foreseeable future; and 
that is a matter of judgment. We are not always right, as you have pointed out. 
Third, we have to demonstrate that there are adequate alternative facilities 
available to handle the traffic in that particular area. 


: Unless we can decide those three things in our mind, we will not start 
| looking at the abandonment of a line. 


Mr. HORNER (Acadia): There were a couple of lines which were abandoned 
‘in the last couple of years in my constituency. I am not going to bring them 
into this, but my constituency has asked me time and again why our elevators 
could not be left and our railroad and why a train could not be run up there 
once a month or once every three weeks, as they were doing in one particular 
instance, taking out 19 or 20 box cars, relatively speaking a car a day, and just 
'making the one trip up there? 


| 
| 


| Mr. Gorpon: It is not as simple as that. You cannot just leave a railway 
iline and figure that you are going to run a car or a train up the line once a 


‘month. You have to figure on the subject of safety and maintenance and so 
/forth. 


It costs just as much to maintain a line to run a train once a month, as it 


does to maintain it in good shape. 


: Mr. Horner (Acadia): I disagree. There was a line left in my constituency 
for 20 years. There were gates across the railroad, and they ran a train once 
ja month or once a year to take out the grain. It did not cost the railroad two 
‘cents to maintain that line. 


Mr. Gorpon: There is an upkeep cost. 


} Mr. Horner (Acadia): I am not disputing that fact but I am trying to find 
out where the breaking point is, is it 20 cars a month, 10 cars a month, 30 cars 
a month on 20 miles, or could you give the committee, and myself particularly, 


jsome idea on where the breaking point is? 


Mr. Gorpon: That will depend entirely on the examination made by the 
board of transport commissioners. We will show the figures on the revenues we 
are making on the line, and what the expenses are. We will try to tell them 


ff 


janything about the potential of the line, and then the board has to make the 
\judgment. 

Mr. HornER (Acadia): I have one further question pertaining to branch 
jline abandonment. We both know the cost of moving grain. You know it better 


han I on rail, I know it better than you perhaps on road. Maybe I am assuming 
‘a lot here. 


Mr. Gorpon: I did not know I knew it better than you on rail. 
Mr. FisHer: My friend here says C.N.R. is very wealthy. 


Mr. Horner (Acadia): I hear a snide remark from my friend here who 
would like to do away with the Crowsnest pass rates, but I have the Minister 
of Transport on my side. We are both stoutly defending them, and he and the 
resident will be defeated in any move towards doing away with the Crowsnest 
ass rates. 

: Here is my question—I was sadly side-tracked. 


The CHAIRMAN: Order, order. 


Saas AW 
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Mr. Horner (Acadia): I have a question with regard to the movement of 
grain. This is actually what we are concerned with. It would cost a farmer 
moving grain over 25 miles by truck up to nine cents per bushel. I say, and there 
may be farmers here who may correct me, this is a breaking point. I say that 
the railroad can well maintain many branch lines and move grain at less than 
that just by going in there once a month and taking that grain out in 19 or 20 
car shipments. a 
Mr. Gorpon: This becomes a question of fact. . I 

Mr. Horner (Acadia): I agree, and this is why I am getting down to facts. 
Mr. Gorpon: Remember this, that the problem of moving grain in western 
Canada is no longer a problem only for the railways. This whole question of 
the rationalization of the movement of grain is a much bigger question than) 
merely the question of the railways. That is what I have been advocating all 
along, that the communities have to get together. A solution must be found 
which includes all the interested parties, the grain growers, the grain elevators, 
the provinces and municipalities, everybody concerned in it, not only the rail- 
ways. However, so far all the emphasis has been placed simply on the fact that 
the railways have been handling grain under a specific condition. I am sug- 
gesting to you—and I am getting a little wide off the field now—that under 
certain circumstances it is not in your interest as a grain grower to have the 
railway move your grain. { 
Mr. Horner (Acadia): If it is going to do it cheaper than I can do it, iti 
in my interest. a 
Mr. Gorpon: You can get a proper rationalization of the transportation 
problem involved in moving grain, and it does not necessarily follow that the 
present network of railway lines is the most efficient system. I am quite prepared 
to say that it is not. This railway branch line actually grew up in the days of 
the horse and buggy. Let me suggest to you that it is not applicable to modern 
conditions, and the sooner everyone involved in this thing will recognize that 
this is a problem for all the interests concerned, and not only the railways, the 
better it will be for the western farmer. a 
Mr. Horner (Acadia): Yes, but may I pursue this further, Mr. Chairman? 
- While I do not want to absorb all the committee’s time with branch line abandon- 
ment, it is very important in the prairies today, and in fact in all of Canada. For 
example, in my constituency last year, or the years before, there were nine 
miles of branch lines with four elevators, with roughly one storage in those four 
elevators of say over 300,000 bushels of grain. Now, that 300,000 bushels of 
grain could be moved by a once a month movement on the part of the railro 
over those nine miles, or it could be moved by the farmers. There was the 
question of who was going to move it the cheapest. This is what it boils dow n 
to. I maintain that the municipal roads had been built over the years into that 
point, not down that railroad to the main line. The main roads were built inte 
that point, not down to the main line. I maintain that the railroad could continue 
to run a train up there once a month and move those 300,000 bushels of grain 
cheaper than the farmers could, far cheaper. 4 
Mr. Gorpon: That does not necessarily mean that it is the best solution. It 
may be part of the solution, as you referred to it, but with a proper rationaliza- 
tion of the grain collection system for transport my opinion is we can do far 
better for the farmer than has been done on all the branch lines you have on 
the railway. . a 
Mr. Horner (Acadia): How? yr 
Mr. Gordon: There are many ways of doing it, for instance modernize out 

thinking in regard to moving grain. 
Mr. KORCHINSKI: How? 
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i. Mr. Horner (Acadia): I was at an elevator opening the other day and we 
_ had a truck there. : 


i 


3 Mr. HORNER (Acadia): In which you blamed everything on branch line 
_ abandonment and the Crowsnest pass rates, 


‘Mr. Gorpon: I beg your pardon, I did no such thing. 


ie Mr. HoRNER (Acadia): You said that if we do away with branch line 
p abandonment, we can move grain on Crowsnest pass rates. 


_Mr. Gorvon: No such thing. I made the finest, most statesman-like speech 
_ about moving grain that has ever been made in this country. 
| Mr. KoRCHINSKI: Who wrote it? | 
| Mr. GorpDon: I will see you get a copy. It is one of the few speeches I wrote 
_ myself. 
ee Mr. HoRNER (Acadia): But I do think that the railroads—and I am going to 
leave this as my parting remark and my parting question, Mr. Chairman; you 
_ have been very patient with me in this regard—can continue to move grain on 
branch lines by once a month shipments, not by complete abandonment. They 
| have the tracks laid down. In most cases the track is a light track, and if you 
fi disagree with me please say so. The track is laid down already and the grain can 
_be moved from elevators which have a capital build-up of anywhere in the 
_ neighbourhood of $100,000, $500,000, $600,000 or even a million dollars in the 
_ grain company elevator build-up. If the railways maintain the branch line and 
_ once a month shipments, they also maintain the economic community point, the 
elevator build-up, the capitalization of elevator build-up, and they move the 
| grain as cheaply as or cheaper than the farmers can in custom trucks or their 
own trucks. 


Ne Mr. Cooper: My question has very nearly been answered. We have all got 
alist of proposed branch abandonments—who decides this and how is it decided? 
Is it decided by somebody with a lot of figures in front of him who says, “This 
line does not pay, we will take this out’? 


4 
Ba 


Mr. GorDON: The applications for abandonment are made by the railway 
_to the board of transport commissioners. The board of transport commissioners 
then sit in judgment on the application, and all the interested parties in con- 
nection with any abandonment are notified by the board of transport commis- 
-sioners, and they have an opportunity of making the case before the board. 
That is the way it is handled. 


| Mr. COOPER: On one short branch line in my constituency—and there are 
| nine lines proposed—over a distance of about 35 or 40 miles, they haul the grain 
_out to the main line. Now, is it fair that that branch line is charged with the 
| grain all the way into the city yards when it is trained up at a small town on the 
“main line? 


Mr. Gorpon: These are the sort of representations that would be considered 
‘by the Board of Transport Commissioners when they are weighing the 
_ application. 


Mr. Cooper: It has been said that there are some elevator companies which 
“are going to leave their elevators there and take in grain. They are not going 
_to haul that grain to a delivery point free of charge. Is that not going to inter- 
_fere with the Crowsnest pass rates, and we have to pay extra from that elevator 


where you have your tracks rolled out to the main line? 
ihe 


. Mr. Gorpon: As I said before, this whole question of handling grain has to 
be examined as a global problem, and not only the part of it that affects the 
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railway. I have told Mr. Horner this and I repeat that the only way to get thisy : 
problem solved, and the way that is for the best interest of the farmer, is to see 4 
that all the interested parties play a part in this. 

I am going to suggest to you, and I think you will agree, that all elevators — 
are not in the right places. Some are too small, Some are not operated efficiently. | 
I know I will get into trouble in western Canada as soon as I say this, but I 4 
am perfectly certain that it is so. I am certain that in a rationalization program 
where all the parties do the job, you can have a better system than the one © 
which is operating today. If you have elevators which are operated more effi- S| 
ciently, and if they are better located, this would be the case. You have to get — | 
all the facets of the problem considered and the best way to approach it is to q 
have a co-ordinated program in which all the parties co-operate for their best — 
interest. It is quite wrong and shortsighted to concentrate attention solely on — | 
the branch line problem. It is a much bigger problem than that. @ 


Mr. Cooper: Will there be a committee set up, before branch line abandon- 
ment takes place, to study all these matters? 7 
Mr. Gorpon: I cannot assure you of that. I understood the Minister of © 
Transport to say before the house on May 12 as follows: ; 
That it is expedient to introduce a measure to authorize the im- 1 
plementation of certain recommendations of the Royal Commission on | 
Transportation with respect to the rationalization of branch lines of |] 
railways and passenger train services and the fixing of freight rates 
under and consistent with a national transportation policy suited to ~ 
modern transportation conditions. 


He outlined in detail the government policy in that respect. I am not 4 
making government policy, believe it or not. . 


Mr. Cooper: I suppose that this committee would be set up as one other. ; 
railway medium. I wondered if this would be the way it would be handled? | 


Mr. GorDON: The resolution says: 


That it is expedient to introduce a measure to authorize the im-— 
plementation of certain recommendations of the royal commission on 
transportation with respect to the rationalization of branch lines of rail-— 
ways and passenger train services and the fixing of freight rates under 
and consistent with a national transportation policy suited to modern 
transportation conditions. 


I suggest that you read this resolution because it goes on in detail and says” 
what is intended to be done. I can only say that I hope this comes to pass. I 
do not know. q 


Mr. COOPER: Let me tell you that non railway abandonment in westeuiin 
Canada, in Saskatchewan, Alberta and Manitoba is very, very essential to the 
way or mode of life in our agricultural industry. . 


Mr. KORCHINSKI: Mr. Gordon, I wonder if you could tell us whether the 
recapitalization which you propose is going to have any effect whatsoever on 
rail line abandonment? q 


Mr. Gorpon: No, I would think not. I do not think it has any bearing on the 
subject at all. 


Mr. KORCHINSKI: There would be no structure there which might affect the 
amount of interest which might be payable, and so on? 


Mr. GorpDon: No, because I am pinning our proposals, as I have said, on a. 
basis to demonstrate the short fall in depreciation. That is the yardstick. If we 
are able to convince the government that that is the proper way to approach it; 


and that is the effect of it relevant to depreciation, it will depend on those figures 
and not on anything else. 
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Mr. KORCHINSKI: In considering whether or not you abandon a line, do you 
consider all the freight that is picked up by any other carrier in the area? 


Mr. GorpDon: Yes, the branch line is credited with every possible item of 
revenue that can be attributed to it. 


| Mr. KoRCHINSKI: I am not talking about any freight which is carried by the 
railways, but by other carriers, not necessarily operated by the Canadian 
National, such as by trucks which are privately owned, and that sort of thing. 


I mean freight which they might carry out to a central point. Are you taking 
all this into account? 


Mr. Gorpon: No, we only take account of what goes over our railway. 


Mr. KORCHINSKI: So there is a potential outside of freight which is carried 
by the Canadian National? 


Mr. GorDon: I am afraid I do not follow you. 


| Mr. KORCHINSKI: If a private trucker goes in, and with his rates he is able 
to pick up freight from a certain locality and transport it, that is, freight which: 
might normally be carried by Canadian National lines, bu railway lines rather 
than by their trucking system, that freight is not taken into account in connec- 
tion with your potential freight? 


Mr. GorDON: No; on the contrary, we may be able to demonstrate that the 
other method of transportation can handle that freight more economically than 
the railways can handle it. 


Mr. KORCHINSKI: There is another consideration to it then, because of your 
approach to the whole subject. You would be losing this freight because in some 


? 


whereupon you can go and complain to the board of transport commissioners 


that you are losing freight, when it is just because some other carrier is taking 
it away. 


Mr. Gordon: The freight rates with regard to grain are set by legislation, 
not by the railway. 


Mr. KORCHINSKI: Grain is only one item. There are other items which you 
must take into account. I am thinking of what happened to your passenger 
carriage when you introduced another system. 


Mr. GorDON: Without getting back to the question of the service, and dis- 
cussing competition, if we were free in regard to making freight rates, as 
recommended by the royal commission on transportation, we could adjust our 
rates on the basis of competition. As it is now we have to demonstrate the 
method and prove that they will be on a compensatory basis. We are prohibited 
from quoting rates which will be below our actual variable costs, or whatever 
the term is. 


Mr. KORCHINSKI: It seems rather odd that some private carrier can operate 
when the Canadian National cannot. 


Mr. Gorpon: I do not know what case you have in mind. 


Mr. KORCHINSKI: There are many other carriers besides the Canadian 
National. 


Mr. GorDOoN: Yes, and if those other carriers can do it on a better basis 
than we can, my attitude is that they should do so. The shipper is entitled to 
get the best kind of transportation at the cheapest price he can get it. That is 
what the MacPherson commission was all about. Competition will set the rate. 


Mr. KORCHINSKI: If the competitor of the Canadian National can carry he 
why cannot the Canadian National, and at the same time also maintain a line 
in a particular area? 
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Mr. Gorvon: I would have to analyse the rate quoted by the. competitor t 
find out if he is using good business judgment in it. He may be OMe broke, 
I do not know. mh 

Mr. KorCHINSKI: I shall leave that point. Now, when you consider won aa 
ment of a line, do you sell that line? What steps do you take? Do you leave the 
line in for a while, or just sell it, or what? | 

Mr. Gorpon: It would depend on circumstances again. Normally if we 
have reached an agreement and receive permission to abandon a line, we wou d 
abandon it, and tear up the tracks. i 7 

Mr. KorRCcHINSKI: As soon as you have received permission to abandon ¢ a 
particular line? ; 

Mr. GORDON: Yes. 

Mr. KorcHINSKI: What happens to the right of way? 

Mr. Gorpon: It depends on circumstances. If it is available for sale, we ma 
turn it over to some province for a road, or to some municipality when it j is 
no longer needed for railway purposes. 

Mr. KorcHINSKI: Have you considered leasing a particular line without 
disposing of the property, or taking away the rails, or tearing up the track? 
Would you consider either selling or leasing it to an interested group of peopled 

Mr. GORDON: Yes. 

Mr. KorcHINSKI: In order that they might maintain it? 

Mr. Gordon: Yes, we would consider any deal. 

Mr. KorcHINSKI: But you have never had occasion to? 

Mr. Gorpon: Just a minute. You are talking about an abandoned line 


wa 


em 


Mr. KorcHInsk1: A line you may have abandoned, yes. 
Mr. Gorpon: You are talking about leasing it to a railway? 
Mr. KORCHINSKI: No. 


Mr. Gorpon: If we have a line, and there are tracks, ties, and ballast on it, 
and that line is abandoned, we will lease it to anybody who is interested i 
making an effort to take it over on any basis he likes. : | 


Mr. KorcuInski: Would you consider the freight which is hauled? I thir 
that is the point made by Mr. Horner. I do not know whether I was exact 
clear on it or not. When for example one thousand pounds of freight originates 
at Timbuktu on a branch line is the total amount of revenue derived from the 
carrying of that thousand pounds of freight credited to that particular branch 
line or is it credited with only a portion? If that freight was hauled one thousand 
miles would the branch line, which was only 100 miles in length, be credite d 
with one tenth of the revenue? ; 


‘ Voie GORDON: Any traffic that is attributable to the branch line is credited 
Oi My 


Mr. KorcHINSKI: The total revenue would be credited to the branch lines 
is that right? 


Mr. Gorpon: If it can be shown that the traffic would not otherwise ham ve 
existed it would then be credited to the branch line. O 


Mr. VAUGHAN: I think what you have in mind, sir, is the situation which 
exists when a branch line is perhaps 100 miles in length and the traffic originates 


at a ten mile point and would we credit that branch line with the ent ir 
traffic; is that right? ey 


Mr. KORCHINSKI: Yes, only I used the figure of 100 miles but you mig nt 
carry the freight over one thousand miles of line. | 


y 
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‘Mr. HorRNER (Acadia): You Reuld perhaps carry the freight two thousand 
ies, or 1,300 miles to Fort William. 

| _ Mr. Gorpon: Mr. Toole will answer that particular question from an 
accounting point of view. I am not sure of the answer. 

_ Mr. TooLe: Any revenue derived from traffic which originates on a branch 
line and moves off that branch line is proportionately credited to that branch 
line. The same situation applies in reverse. The branch line gets a proportion 
of the revenue from traffic which moves off the main line on to the branch 
dine. 

Mr. HORNER (Acadia): That is the very point I was trying to establish 
earlier when Mr. Gordon assured me that the branch line received credit for 
the shipment. We are now hearing a different story. We are now being told that. 
the branch line receives only a proportion of the credit. 

Mr. Gorpon: I said that a branch line received credit for traffic attributable 
to that branch line. 
Mr. HorNER (Acadia): I do not remember the use of the word “attributable” 
but I will look it up when we receive our copy of the Minutes of Proceedings 
~and Evidence. 

Mr. GorDON: You have a pretty good Hansard staff in attendance here. 

Mr. HORNER (Acadia): The point I am trying to make, and I am sure this 

is the same point referred to by the member for Mackenzie, is that in respect 
of a branch line 20 miles long from commencement to the main line, from which 
point the distance is 1,300 or 1,400 miles to Fort William, for example, it will 
only receive credit to the extent of 20 over 1,400; is that correct? 

Mr. Gorpon: No. 

Mr. HORNER (Acadia): That is the situation which I am trying to clarify. 
rf Mr. GorpDon: This is the type of technical thing that is completely hopeless 

to attempt to discuss without having the benefit of proper experts in attendance. 
This involves a cost accounting matter and I do not profess to be an expert on 
cost accounting. All I can tell you is that the formula has been well worked 
out on many, many occasions by the board of transport, and that formula states 
that on the basis of reasonableness all traffic attributable to a branch line is 
credited to that branch line. I do not have the details in this regard. Do you 
know the proportion? 
| Mr. Tooue: I do not know the formula. 
id Mr. GORDON: We will obtain the cost accounting formula and pass it on to 


you. There is a formula which has stood up to tests in this regard over the 
years. 

Mr. HORNER (Acadia): You say you will give us information in respect of 
that formula and I am interested in knowing when we will receive that informa- 
. tion. Can we have that information tomorrow? 

f Mr. Gorpon: If I can get home and get some sleep, get up in time to have 
breakfast and make a telephone call I will try to get it for you tomorrow. 

e Mr. HoRNER (Acadia): Can we have that information by tomorrow after- 
noon? 

f Mr. Gordon: We might get that information tonight if you want to come 
around to my hotel room about 12 o’clock. 

__- Mr. Horner (Acadia): I will be in bed at 12 o’clock, 

We, 


The CHAIRMAN: Order. Let us proceed with our questions. 


“ 
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Mr. Prittre: Mr. Chairman, on a point of order; now that we are involved 
in the discussion of branch lines and abandonments perhaps we should hear 
questions of other members in respect of this subject before proceeding to 
another subject. 


Mr. Horner (Acadia): This subject is dealt with under railway operating 
revenue and subsidies, referred to at page 3 and my question is certainly in — 
order. ‘ 


Mr. PrRITTIE: For heaven’s sake, if the member will be quiet for one moment 
until I finish what I am saying he will realize what I am suggesting. 


Mr. Horner (Acadia): I am not going to be called out of order by someone 
who thinks he knows something about order. 


Mr. PrRITTIE: We are now discussing a specific subject, Mr. Chairman, and 3 
I was only suggesting that we continue discussing this subject before moving — 
to a consideration of another subject. 


Mr. HorNneER (Acadia): I am in agreement with you, Mr. Prittie. 


The CHAIRMAN: At the beginning of our discussions, Mr. Prittie, I think 
they related to the financial report and operating revenues although we did 
get involved in discussions regarding specific cases. As the discussion continued 
I gained the impression that members of the committee were disposed to 
allowing our good friends from the west to finish their questions in respect of 
branch lines. 


Mr. KORCHINSKI: We will discuss this subject completely sooner or later. : 
Mr. FisHER: Tomorrow there will be half a dozen more of them here. . 


The CHAIRMAN: Our discussion was perhaps in respect of specific lines 
but let us complete our questions in respect of these branch line abandonments. — 
I think Mr. Korchinski has a few further questions to ask, and he will beg 
followed by Mr. Pascoe. 


Mr. KORCHINSKI: In view of the fact you apportion a certain amount of thell 
revenue derived from the movement of freight to branch lines, do you not 
think the loss of that business to the branch line will represent a loss to the 
main lines following abandonment? 


Mr. Gorpon: All those factors are taken into account during the investiga- 
tion which is made. 


Mr. KORCHINSKI: I am suggesting that if another carrier decides to handle- 
the freight normally carried by branch lines, following the abandonment of 
that branch line, to carry that freight over the 20 mile long branch line and 
an additional 25 miles to the destination the branch line will not be credited 


with this revenue at all and there will be an effect on your over-all operations, 
is that right? 


Mr. GorpDon: Yes, and that factor is taken into account when we apply 
for the abandonment of a branch line. Certainly when we abandon a line we 
know perfectly well that, to the extent there is revenue, the revenue is fore- 
gone. That is not the main point for consideration. Is the branch line showing 
a net return? That is the question which must be answered; perhaps the 
branch line does produce revenue, but that revenue is of little value unle 
it is net revenue. a 


| 


Mr. KorcHINSKI: If a branch line is not showing a net revenue and vom 
continue to lose the freight business because of the procedures you follow 1 
respect of abandoning these lines you lose that freight in respect of your ma 
lines and eventually your main lines will not show a net return either. 
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Mr. Gordon: The effects of an abandonment are fully covered in the 
analysis that is made in respect of the abandonment of the line. We take 
account of the full effect of the abandonment of a line as a result of the 
| formula that has been set up. 

Mr. KORCHINSKI: If the company contends that it is impossible to haul 
grain over branch lines under existing rates, surely the haulage of that grain 
over an additional 12 miles would not make much difference to the over-all 
- operations, would it? 

Mr. Gorpon: I really must say that I am about at the end of my tether, 

Mr. KORCHINSKI: Let us hear what you have to say. 

Mr. GorDon: I suggest to you that you must give the railway officials 
credit for knowing something about their business. Surely you must accept 
| my word when I say an analysis is made in respect of the net effect of the 
abandonment of any line, and complete account is taken of all the factors to 
which you have referred. Believe it or not, we are not stupid. 

\ Mr. KORCHINSKI: There was no suggestion to that effect. I do not know 
_why there should even be that interpretation placed on my remarks. 

Mr. Gorpon: If we were overlooking the factors to which you have made 
| reference we would be stupid. 

) Mr. KORCHINSKI: Are we permitted to ask you questions at all? 

Mr. GorpDon: I am sorry if I have said something to offend you. Things 
are not too easy for me either so let us just smile at each other rather than 
_ getting a little hot under the collar. 
| Do we have one of those forms we fill out stating the particulars in respect 
of an application to abandon a branch line? 

Mr. VAUGHAN: No. 

Mr, Gorpon: Let us obtain one of those forms for presentation tomorrow 
| so that we can indicate the information that is required. I am perfectly willing 
_to disclose the whole situation, and I am sure you will understand the kind 
_of analysis that is made as a result of a reference to the form to which I have 
| referred. 

We prepare an analysis on that form which has survived many expeditions 
| before the board of transport commissioners. I think such a form will indicate 
_ better than I could the kind of detail we go into in order to provide information 
to the board of transport. There is no condition or situation one could possibly 
think of that has not been taken into account in respect of this information 
provided to the board of transport commissioners. I am sorry if I was a little 
fed up. 

Mr. KORCHINSKI: You did not offend me. 

Mr. Gorpon: I am tired, that is all. 

| Mr. KORCHINSKI: I have one further question to ask. You stated in one of 
the speeches you made in Winnipeg that there were several methods by which 
/you could modernize. Could you indicate the methods you had in mind? 

| Mr. Gorpon: I would much rather table that speech. 


Mr. FISHER: I think the Western Producer printed practically the whole 
speech. 

| Mr. Gorpon: I will produce the speech. It would be much easier for me to 
do that than repeat those suggestions. 

| Mr. KORCHINSKI: I was just wondering what other methods you had so we 
could compare these with the method we have for transporting grain. 

| Mr. Gordon: That is quite all right, Mr. Korchinski; I will arrange to have 
a copy of this. I do not suppose anyone thought to bring one with them. 
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Mr. VAUGHAN: We have it here. Bi nih Maasai Aah) 

Mr. Gorvon: We will get a copy of the Winnipeg speech. I will get that anc 
have it available for you tomorrow. I do not want to try to recollect isolated 
factors as it is all part of a co-ordinated program. da 

Mr. Pascoz: Mr. Chairman, I am not going to pursue the branch lines on 
which we already have had a good discussion. However, I have one question 
which, you might think, is a hypothetical one. a 

You refer here in your financial review to the above normal demands for 
rail services and handling the second highest volume of rail business, and I 
think this pretty well ties up with the movement of grain. 2 

Did the railway acquire extra rolling stock to handle this grain and are 
the operations of the railway now geared to handling this large movement of 
wheat each year? In other words, if wheat movement went down a bit what 
would be the situation? i 

Mr. Gorpon: If you will turn to page 31 you will see a breakdown of the 
main classifications of where an increase in tonnage took place. These are broad 
classifications and we can break them down in much more detail. But, if you 
would look at the bottom of page 31 you will find agricultural products increased 
by 2,488,688 tons. At the bottom you will find manufactured and miscellaneous 
went up 2,250,533 tons. You will find mine products went up 906,732 tons and 
forest products went up 239,054 tons. In agricultural products you would find 
probably the majority of that is grain. But, nevertheless, there were consider-~ 
able increases in other forms of traffic as well, I said in my report here at 
page 15: 
It was significant that this volume of business was handled at an 
unparalleled level of efficiency. For example, the 40.2 billion revenue ton 
miles carried in 1963 was surpassed only by the 41.9 billion carried in 
1956; the 1963 traffic, however, was handled with 13,000 fewer pieces of 
freight equipment than required in 1956, mainly because of improved cat 
utilization and distribution techniques. if 


Now, following through from that I am saying we are now organized on 
such a basis that we will take care of any volume of traffic that may be suddenly 
thrown to us and we are prepared to provide services. If it turns out to be 

traffic that is continuous, then we will make provision for it in due course by 
Bs ordering further equipment. But, of course, we can take care of a short peak, 
yy and that is the way we are organized. We can do many many things today that 
we could not do before. We find much more flexibility, for instance, in our 
He) diesel operation and the various control techniques we have worked out for the 
- distribution of our cars. We have handled about the biggest load in history wi it 
13,000 fewer cars than the previous record. 1 
Mr. Pascor: So, if there was a reduction in the movement of wheat next 
Preis VAL it would not affect the railway company in regard to reduction of services 
_ and operation? h 
Mr. Gorvon: Did you say a reduction of wheat movement? . 
Mr. Pascor: Yes, if there was a lower movement of wheat. 


Mr. Gorvon: If there was a lower movement of wheat certainly we woult 


have more equipment available. Would we not? a 
Mr. Pascor: Yes, but would you cut down on your personnel or anythin 
like that? ian 
| Mr. Gordon: Of course, our personnel and employee staff is dependent upor 
Raa the volume of traffic used. Our need for labour will fluctuate, and I mean by tha 
all kinds will fluctuate in accordance with traffic. ee 
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a on 


M ir, HORNER (Acadia): ‘it have one brief question in respect of railway 
ia ced revenues and subsidies in a follow-up on the branch line question. 


1 ee isa very sensitive question on which I want to make a statement, and 
am wondering whether or not I should make that statement now. 

| Mr. Horner (Acadia): I am not interested in trucking at this point; I want 
, te ) get on with the railways. But, I just want to establish the fact that the trucks 
are in a sense operating as a feeder system to the railways. I do not want to 
get into the trucking business tonight. 

i, _ Mr. Gorvon: Are you talking about our trucks or the farm trucks? 
Mr. HornER (Acadia): Yes, your trucks. 

i Mr. GorDON: There is a very difficult legal question involved in this and I 
am hesitating because I think I should make my position clear on it. It may 
seem to you that I am quibbling but I am not; it is an important question and 
metime during this committee I have to make a statement on it. 

_ Mr. Horner (Acadia): I do not want to get into the trucking question 
tonight. 

i Mr. Gorpon: But, if I answered your question yes or no it may well 
Ee indice me. 

Mr. Horner (Acadia): I did not know the question was that good. 

he Mr. GORDON: Yes, it is very good and, if you would like me to, I will read 
‘the statement now. 

Urn Mr. HorNER (Acadia): No, I do not want to get into the trucking details 
onight. The hour is getting late and you are tired. But, here is the point, and 
lam going to assume maybe a false assumption, that trucks do act as a feeder 
to the railway. If that is so then will you agree with me in a sense that 
1 Booch lines also act as a feeder line to the railway? 

- Mr. Gorpon: Yes. 

_ Mr. Horner (Acadia): All right. Here is the way it look to the citizen 
4 is, Shall we say, part shareholder of the C.N.R. He sees the C.N.R. advancing 
in the trucking industry and abandoning the branch lines and he just cannot 
make those two things jibe because in a sense they are enlarging one feeder 

le and doing away with another. 

_ Mr. Gorpon: But, surely that is simple enough; it becomes a question of 

fic gd and which is the most efficient system. 

Mr. Horner (Acadia): Yes, this is the very point. We are right back to 
Y w where I started. 


yi Mr. GORDON: God forbid. 


ie ‘Mr. HORNER (Acadia): This may appear funny but it is a serious matter to 
he © farmers who deliver grain to these branch ar It shanks something of the 


ty i 


ut 


this assumption but, in my apinion: this figure is approximately correct, of 
Jrse depending upon the size of the truck and the condition of the roads, 
‘ich would vary this amount. But, here is my point: you have one line of 
ceder lines advancing, the other decreasing, and all the ordinary citizen is 
aring is maintain your present feeder lines and enlarge your feeder lines 
r uch as possible in order to make sins Canadian National a paying proposition. 
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Mr. Horner (Acadia): I did read it. | 
Mr. Gorpon: Then you did not read it right. It is part of my thesis that in ) 
the effort to solve this big problem of what is the most efficient way to move | 
our grain in the national interest I say that all parties interested must be | 
considered and there must be a co-ordinated policy in regard to it. Now, ifs) 
may well be there will be individual circumstances where a properly rationalized | 
system of carrying grain would prejudice an individual farmer. It may well | 
be that an individual farmer may have to carry his grain farther than he does ; 
now, and the question of compensation arises. I have been perfectly willing | 
to say that in respect of this and other matters there may have to be worked | 
out some forms of compensation which might apply to the individual farmer, | 
which might apply to the elevator location or to the owner of the elevator; i 
might apply to any number of things. This is part of what I call the co-ordinated | 
plan, and it is not something that applies to one element in the grain transporta- 
tion system. B | 
Mr. Horner: One further question. I am not asking, and no farmer igi 
asking, for a daily or regular service to be maintained on the branch line. All 
he is asking is that he be accommodated for the shipments of grain from 
that point and that those shipments be charged as revenue for that point. Time 
and again he finds that the shipments that are instigated at that point are 
charged as revenue to the main line, and time and again... . 
Mr. Gorpon: Where did you find this? j 
Mr. Horner (Acadia): In practically any branch line or agency abandon- 
ment. EI 
Mr. Gorpon: This is what he believes? 
Mr. Horner (Acadia): This is more or less what is accepted. 
Mr. Gorpon: Does he know? 4 | 


Mr. Horner (Acadia): No, but he accepts the fact or the fallacy, be it 
what you determine it, that the board of transport commissioners assume that 
the grain, if point A is closed down, will have to be delivered to point B att 
branch line; but in many cases point B is half way between Canadian National 
Railways and Canadian Pacific, and Canadian National does not get all point A’ 
grain. Gi 

Mr. Gorpon: And there is a question of duplication of lines involved too.mm| 


Mr. HornER (Acadia): Maybe. 
Mr. Gorpon: Let me try to get the formula to which you are referri 1g { 
The cost accounting might help. 
Mr. Horner (Acadia): I will hold my questions until the formula 
presented, which I hope will be tomorrow, and I hope that if any question arise 
out of the formula I may be permitted to ask it, though I do not think any) 
question will arise. ] 
The CHAIRMAN: I know he will not be long. ; | 

Mr. Howe (Wellington-Huron): To get away from branch line abandon- 
ment in western Canada, from time to time we have had a problem in branel 
line reduction in western Ontario. We sometimes wonder in that area W 
there is such a duplication of services when the branch lines are still operat 
the full freight service but the L.C.L’s and the express are going by tru 
If there is a reduction in traffic or a reduction in the services, are all the revem 
considered in those situations? 3 
Mr. GORDON: This is really the same question: What goes into an anal rsis 

of a line when it is abandoned? I repeat what I said before, that all the reve! 
attributable to that line is taken into account. There is also the question 0 
‘ { 


Ee 
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iency. It may very well be in your particular case that it makes sense to 
ue a freight operation on the line but that it does not make sense to con- 
e€ a passenger service or express if we can do that by other means more 
ply and more efficiently. It does not necessarily follow that because there 
line it makes sense to run a passenger train if we can do it in other ways 
re efficiently, 

Mr. Howe (Wellington-Huron): You are doing it with rail liners these 
ays. 

- Mr. Gordon: With rail liners and with buses. We are moving types of 
xpress traffic by truck and so forth. We analyse all that sort of thing to see 


what is the best way of doing it in order to meet the requirements of service 
s well as considering the cost. 


_ Mr. MacEwan: Following along shortly what Mr. Pascoe was asking, Mr. 
hairman, I believe Mr. Gordon stated that there was adequate equipment to 
landle the traffic as is, and that if in the future there is increased traffic then, 
f course, the equipment will be purchased. 


In this regard are you able, Mr. Gordon, to look ahead any farther than, 
ay, a year in purchasing equipment or are you limited to that having regard to 
he traffic on the line? 
_ Mr. Gorpon: No, we try to look ahead as far as reasonable, all things con- 
dered. You will see in regard to our budget when you come to it—by tomorrow 
norning before twelve, I hope—which is usually the final item dealt with by 
S committee, that we will have various equipment requests. That follows on 
narket analysis of what we see in the way of future traffic. That depends on 
at our analysis has shown. We have a department that makes a very detailed 
lysis of our customers requirements or those whom we may foresee may be 
* customers, and there is a great deal of consideration of the equipment we 
ght be buying. Again, we are not perfect; we can make a forecast and some- 
es it does not work out. However, we do make a very detailed market 
lysis with our clients and any people we might think might be our clients. 
: Mr. MacEwan: You would not put any specific time on that? 


Mr. GorDon: No. If we could see it making any sense, we would look three, 

r, five or even ten years ahead, if we could be sure of any particular develop- 

nt. 

Mr. MacEwan: You have heard suggestions, no doubt, during your years 

head of Canadian National Railways that perhaps a five year plan or some- 
ng of that order be brought forward because it has been suggested that at. 

dimes railway equipment is ordered in a hurry and must be delivered in a 


Ty to the railways, and that by such a plan the equipment would be enabled 
9€ available when necessary. 


_ Mr. Gorpon: Yes, but the point there is that there will always arise unex- 
ected things. One can never foresee everything. Of course, so far as equipment 
lanufacturers are concerned, they would like to have long term orders but any 
ussions we have had with them do not show us that there is any advantage 
hat respect. If they were ready to work with us on a plan whereby they 
ould cut their price in terms of future delivery we might talk to them; but 
ve have never been able to get them to see it in that way. 


mg Mr. MacEwan: Then, finally, you specially referred to research and to 
Cialized equipment which you are going into more and more every year. 
S this limit the time period even more than, possibly, it was limited in the 
re 

wart Re am F ° e 

pol Mr. Gorpon: Yes, and of course there are new technologies being developed 


Nery. day. There are methods being followed by industry in regard to trans- 
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portation; it is changing all the time. The types of packaging and the metho 1s 
of transportation are changing all the time, and we keep closely in touch with 
it through our customer research service, which I have mentioned here. a 
The CHAIRMAN: Gentlemen, may we pass the item of financial review 
subject to finishing branch lines tomorrow on development? 4 
Mr. FisHeR: I have one or maybe two questions with regard to the east- 
west bridge subsidy. q 
Mr. Gordon, this has increased by $1.1 million in this year which is on 
record here. The total pot actually has not increased to the bridge subsidy. 
It is just, I take it, that your share of the $7 million to $7.5 million has gone up? 
Mr. Gorpon: It is related entirely to the traffic. It is our portion based on 
the traffic. 4 
Mr. Fisuer: What I am concerned about is that over this past winter on 
several occasions the rates have gone up and the point has been made that it 
has been necessary, because of increased traffic, to spread the bridge subsidy 
more thinly. Therefore, the effective rate that they have to pay has gone up 
for the shippers in our area on several occasions. Nothing can be done about 
this, and of course what all these shippers are worried about now is the end 
of the bridge subsidy. I want to be perfectly clear that the increase that. ise 
denoted here does not represent a larger bridge subsidy in total. — 
Mr. Gorpon: No, it does not; and I am not familiar at all with the sug: 
gestion that the effective rates have gone up. I would have to check the records 
on that. 4 
Mr. FisHer: I think your Mr. Smith, who is your Ottawa representativ 
would confirm that I have raised this a couple of times in the House of Commons 
It is a fact that certain shippers in the lakehead area and in northwestern 
Ontario have been concerned with this and it has been held off. I think the last 
postponement after intervention ends this month, and there is considerable 
concern about it. 4 
Mr. Gorpon: Are these shipments to which you refer definitely in con= 
nection with the east-west bridge subsides? “a 
Mr. FISHER: Yes. 
Mr. Gorpon: Are they included in that pool? a 
Mr. FISHER: Yes. a 
Mr. Gorpon: I will have to look into my file. 
Do you know about it, Mr. Smith? 
Mr. WaLTeR SmiItH (Canadian National Railways): I am not readilj 
familiar with the details, but we have the correspondence on this. a 
Mr. Gorpon: I will have to look at it; I am not familiar with this. 


The CHAIRMAN: May I have a motion to pass the financial review? 
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Item approved. 

The CHAIRMAN: We will now go ahead with development. Do you wis 
proceed this evening, or do you wish the committee to adjourn now? 

Mr. HoweE (Wellington-Huron): I am sure some of the members o 
committee who are not here would like to ask some questions, and theretoré 
I think we should adjourn. a 

Mr. Fisuer: I wanted to ask one question connected with research. 

Is there someone in your company who devises this apparatus that has b 
put on the locomotives which requires the locomotives engineer to touch som 
thing every 20 seconds otherwise an alarm goes off? a “@ 

Mr. Gordon: Mr. Demcoe, do you know about this? 


he 
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~ Mr. Demcoz: It is a gadget called an alerter that is produced by the Vapor 
company in the United States. . 


fo, Mr: FISHER: Did your research people do any work with it at all to deter- 
_ mine what effect this would have on the general well-being of your employees? 
te Mr. GorDON: What is its purpose? | 

_. Mr. DEMcoE: We have not done any research work in our research 


_ laboratory, but we have installed it on our locomotives in order to get experience 
and see what reaction we will get. 


Mr. FISHER: It is just on an experimental basis, not in service? 
Mr. GORDON: What is the purpose of it? 3 


Mr. DEMCOE: To replace the deadman control eventually. Our enginemen 
find considerable difficulty holding their foot on the deadman’s control, and 
_ the idea of the alerter is to replace it, if possible. 


Mr. FISHER: But at the present time you have no intention of putting it into 
full service? 


Mr. DEMCOE: No, not until it is fully tested. 


: Mr. Gorpon: The intention is to make it a better means in connection with 
aman in relation to the deadman’s control. 


Mr. DEMCOE: That is right. 
Mr. Gorpon: This is not an additional gadget. 


_Mr. FIsHER: No, but the people I have talked to, who are working with it, 
_ are no more enamoured of it than the deadman’s control. 


Mr. GORDON: It is the same old story. 


, Mr. FISHER: I would suggest that it is quite a hardship every 20 seconds to 
make a movement over say what could be a five or six hour period otherwise 
_ an alarm would go off in your ear. 


a Mr. Gorpon: I know what you mean. Every 20 seconds I am asked a 
- question here. I will-have a look at this. You can rest assured it will not go in 
- until it is thoroughly tested and until we are satisfied it does not impose a greater 
_ burden on the people. 


| Mr. LACHANCE: Would it be possible to get the formula supplied tomorrow 
to all the members of the committee? 


_ Mr. Gorvon: I am not sure. I am not sure if I can get it between today and 
| tomorrow morning. 


os _ The CHAIRMAN: We are not meeting tomorrow morning. We have a caucus. 
Mr. GorRDON: What is a caucus? 


The CHAIRMAN: It is something like this. Everybody disagrees. The meeting 
is adjourned. | 


The committee adjourned. 


RQ: Le ae ‘STANDING commurTEE pee ce ae . 


WeONESDAT! ae. a, 1964. 


(Text) 
The CHAIRMAN: Order. Last night nea we adjourned we were deali 
with the item headed “Development” appearing on page 4. 


Mr. Horner (Acadia): Mr. Chairman, I wonder whether Mr. Gordon was 
able to bring with him today an application or form which is used to appr ais 
branch lines in determining whether or not they are paying units? 

Mr. DonaLtp GorpDoN (President of the Canadian National Ratlways): | 
Yes. : 

First of all, Mr. Chairman, I should like to take advantage of the opening 
of this meeting to say that I have now had a number of copies made of my 
speech in Winnipeg on September 26, 1962, in which I outlined a sort of view- 
point that the Canadian National held in respect of this whole grain moving 
situation. I have enough copies now to make them available to each member 
of the committee if you would like to have them. 4 


I should like to suggest, if you are agreeable, that the committee might 
consider it suitable to attach this as an appendix to the proceedings of today 
as a matter of record because while I said rather facetiously that this va 
entirely my own speech I want to say now along with that, that while it is fh 
my speech, nevertheless it was very carefully edited and gone over by the 
C.N.R. officials who are thoroughly familiar with the practices and methodst t 
of handling the grain in the west, so that it does represent the Canadian i 
National policy outlook and would, I think, be useful for this purpose. a 


The CHAIRMAN: Is it the wish of the committee that this document be | 
appended to the minutes and evidence? 


|) 
1 


Some hon. MEMBERS: Agreed. 


Mr. Gorpon: Secondly, I have been able to get hold of a form which cov rs 
what I had in mind. Before mentioning it I should just like to make this brief 
comment. 


It should be remembered when we are discussing this matter of branch 
line abandonments that the question of branch line deficits was only one of 2 
number of questions, of course, that were dealt with by the Royal Commis 1 


on Transportation in considering all aspects of what has been referred to as 
a railway problem. 


‘ae 
There was the royal commission itself, of course, which had a staff of 
very high quality experts and, in addition to that, the various people that 
appeared before the commission, not only the railway people themsel 
but people from the provinces and, indeed, any one interested at all, when we 
prepared and submitted a brief to the commission, they also had their own 
experts so that the evidence which was produced before the commission is. of 
very high quality indeed, and it is on the basis of that evidence therein pro- 
duced that the commission made its recommendations. In our case the costing p 
procedures had been defined and improved to a very great degree and the 
railways were successful in having the commission accept our costing proce- 
dures in regard to all of our items under discussion, not only branch li 
but questions of grain payments, various subsidies, passenger deficits and s¢ 
forth. So there is a very thorough analysis made by the commission in the 
course of its hearings, which went on as you will remember not only week 
after week, month after month but finally year after year. There were ab rT 
two years of exhaustive inquiry by the commission which took place dur 
hearings all across Canada. 
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Vith that brief statement I should like to say that I have the form that 
In mind when we broke off last night. In looking it over I can confirm 
definitely what I told you in regard to the manner in which we approach 
is question of submitting to the Board of Transport the particulars that they 
quire when we file applications and, therefore, the branch line is credited 
m full with all revenues which originate or arise out of traffic originating or 
“terminating on the branch line under the headings of “freight-carload, freight- 
PLC. express; passenger; communication and miscellaneous’’. The total 
amount of revenue accruing in respect of transportation in Canada covering 
the originating or terminating traffic is credited to the branch line. 3 


oe Then against cost against the system, or variable costs as we call them, 


we charge the total cost of the branch line itself and the variable cost of 
handling the traffic on the rest of the journey which, of course, would be on 
the main line. 

a This form I have before me is a summary in accordance with an agreement 
that we reached with the Board of Transport regarding the manner in which 
hese various statistical figures would be broken down in making the applica- 
ions to which I referred. This document runs into quite a number of pages. 
t covers, generally speaking, the historical background, and the general condi- 
lons under which the railway line was built are summarized for the benefit 
the Board of Transport itself. Then, under another heading, we deal with 
€ present condition of the railway line; what is its main condition, its physical 
‘condition and what have we been doing over the years in the manner of up- 
ep and so forth, and we bring that into a summary of the conditions of the 
e today. Then we deal under a heading with train service giving the actual 
ins that are operating on the branch line, explaining in a summary again 
hat services seem to be justified. 

_ We again deal under a heading with highway service where we point out 
at alternative service is available in the particular area assuming that the 
e were abandoned. 


We then give a detailed analysis of the number of inbound and outbound 
load traffic, and so forth, and a general analysis of traffic of all kinds which, 
I said before, is summarized in that paragraph. 


_ We have another paragraph in which we deal with the effect on railroad 
nployees; what would happen in regard to the rearrangement affecting the 
ual employees that have been employed on the branch line operation. 
Then we deal under another heading with impending capital expenditures, 
nd we indicate under this heading what would be necessary in order to 
mtinue the line. 
_ Then we have another summary under the heading of “operating results,” 
ering the operating results for the line for the year in which we are making 
1€ application. That is drawn down to a demonstration, therefore, that would 
e, with the abandonment of the line, a justification arising out of the annual 
tong term betterment so far as the railway is concerned. 
if When this information is placed before the board and an application is 
3oing to be heard, and you will remember what I said yesterday, that there 
in arrangement right now by which applications are held up temporarily 
il the MacPherson report legislation is dealt with, and I am referring only 
the Western Canada applications because there are other branch line aban- 
ments, of course, elsewhere that are proceeding. A copy of all this informa- 
Is sent to all the interested parties which the board feels have an interest 
gard to the line and any person may, if he wishes, ask for the information 
appear before the board at a hearing that may be held in respect of that — 
ticular abandonment. 
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I think that is about all I need to say in that regard v unless | there is any 
further particular you would like me to cover. : 
Mr. Horner (Acadia): Mr. Gordon, would you have any Sieeetione to. 
making this document you have been referring to an appendix to the committee | 
proceedings? a 
Mr. Gorvon: I have no objection except it is an seared sort of thing. 

Mr. Horner (Acadia): It would give us something to examine. 

Mr. Gorvon: This is, as I say, a hypothetical case since I would not want 
to put on the record individual cases becauses at this time these are not yet 
being heard and I do not want to take an actual case. To the extent that the 
reporters can take care of this document I will be glad to put it on the table i 
and let them handle it. I do not know how they can reproduce this sort of q 
document. 

Mr. Korcutnskr: I think they can reproduce that sort of document and! : 
I think it would be very helpful information if and when committees are set q 
up throughout the country, because individuals will be able to understand what : 
you have said. - 

Mr. Gorvon: I have no objection and would be very happy, if it would bal 
helpful to you, to let you have this copy so that you can make copies of it. ; 
You must remember this is a hypothetical case and the first line reads: a 


The line from Fictituous to Convention, Saskatchewan,— 


Mr. Korcuinski: Those are probably the only two branch lines that will 
exist after you are through. . 
The Cuarrman: Is it the wish of the committee to insert this fictitious 
document in the minutes and evidence? : 
Some hon. MemsBers: Agreed. a 
Mr. Gorpon: I am anxious to get the document back, by the way, and 
would the reporters see that we get it back? That is the only copy we have right 
now. “a 
Mr. Macponatp: Mr. Gordon, a passing reference was made yesterday to : 
the techniques of transporting solids by way of solutions through pipe lines. 
Have your research people been doing any research along this particular line? 
Mr. Gorpon: Yes. We have been carrying out a good deal of examination 
in this regard. I think I have a note here in my papers in this respect. I will 
Just see whether I can find it or not. a 
Mr. Prittre: Mr. Chairman, while Mr. Gordon is looking for that note 
could we perhaps deal at the moment with the one subject under the heading 
“Development” on pages 4, 5 and 6? . 
The CHAIRMAN: We are dealing with research first. a 
Mr. Prittie: I see, we are still dealing with research? . 

Mr. Gorpon: We have been watching this development with great interest 
and we have established that between one eighth and one quarter of the 
company’s annual revenue is derived from transporting products which may be 
handled by pipe lines in the future. This is our appraisal of what is involved. 
We have then, therefore, been doing a lot of research work in respect of h 
technology of solids in pipe lines. We intend, and I speak subject to all 
qualifications that go with making a forecast about the future, to enter 
field of pipe line solids when the conditions warrant and to compete for tr 
in areas that can be economically developed by means of this new mod 
transportation and to get approved the technical developments to undert 
such research as we require. We have been particularly interested at the mom nt 
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n concentrating our attention on handling commodities such as ores or various 
pes of ores, coal and wood chips in pipe lines and the technology of it is now 
fairly well advanced. We are keeping in close touch with such institutions as 
the research council of Alberta, the national research council, the pulp and 
‘paper institute, the Colorado school of mines, and a laboratory in France also 
that is doing some work in this field and we are in close contact with them 
as well. 

We do not see a very early situation in that respect. There is another wide 
field of research that needs to be looked into very definitely and that is the 
legal and jurisdictional aspects of the operation of pipe lines, which raises 
questions which may require new policies and legislation by the parliament 
or provinces of Canada. 


Mr. MacpDoNALpD: That touches upon my second question, Mr. Gordon. Are 
your corporate powers not sufficient now to operate a pipe line either or this 
kind or of another kind? 


Mr. Gorpon: We are in doubt about it. It may well be that special legislation 
will be required. 
That, as I say, is part of the research that we are carrying out. 


| (Translation) 
Mr. Beaute: In the case of research on buildings, I do not know whether 
the English and the French reports are alike? 
The CHAIRMAN: Real estate comes later. 
Mr. BEAULE: I beg your pardon? 
The CHAIRMAN: We shall call Real Estate later, page 7. 
Mr. BEAULE: Good. 


(Text) 
The CHAIRMAN: Have we concluded our discussion in respect of the para- 
graph headed ‘‘Research’’? 


some hon. MempBers: Agreed. 


The CHAIRMAN: We will now consider the paragraph headed “Branch 
Lines” under the general section headed “Development”. 


(Translation) 
Mr. BEAULE: Mr. Chairman, I will now . 


The CHAIRMAN: Yes, Mr. Beaulé. 


Mr. BEAULE: I would like to ask Mr. Gordon to tell us why the project of 
building a railroad line from Gaspé to Ste Anne des Monts was abandoned? 


(Text) 3 
_ Mr. Gorpon: That is a matter of government policy. I think only the 
minister can appropriately answer that question. 
Mr, Prittie: I should like to ask a question in respect of real estate. 
_ The CHarrMan: We are now dealing with the branch lines paragraph. 
Have we concluded our consideration of that subject? . 
_ Some hon. Mempers: Agreed. 


The CHAIRMAN: We will now move to a consideration of the real estate 
paragraph. 


Mr. Prittig: I should like to ask one or two questions about things of a 
local interest to the Vancouver area. 
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Mr. Gordon, last year you were eed REE out ‘the 
National steamship dock at Vancouver and you answered at the time that 
could find a use for it in respect of the railways. Has there fees) any mae 
development in that regard? a 

Mr. Gorpon: There has been nothing new since I last spoke to this co: n- 
mittee which is only a matter of six months. There is no new development as 
far as I know. I am going to be in Vancouver next week and that is one of the 
subjects I intend to look into. Be 


Mr, Prittie: I have one further question which has to do ath the o1 
steamship operating on the west coast. I do not see any other heading under 
which I should ask this question so I will ask it now. 


Mr. Gordon, I asked you last year whether the company contemplat a 
getting an additional steamer for the coastal trade which was proving profitable 
now. Mr. Gordon, at that time you said the trade was picking up and paying 
but you did not think it was worth while to purchase any additional steamers. 
I am just expressing an opinion now, but it seems to me this is a very wort a 
while trade and if it were extended in the future, particularly as the population 
of the coast cities in Canada and the United States, and especially in Calton 
grows the company will lose business here if it does not make some move in 
that direction. I offer the further view that this trade requires some type | of 
vessel which could operate on the Alaskan trade in the summer time and ne 
Hawaiian trade in the winter time. I think that might prove to be a more 
economical operation. 


Mr. Gordon: Thank you. I will keep your opinion in mind. This invol 
a matter of business judgment and this again will be considered. That matter 
will be under discussion in the near future. 


(Translation) 


Mr. BEAULE: Mr, Chairman, would Mr. Gordon tell us whether he is giving 
any consideration to the possibility of building an up-to-date plant for servic 
engines and freight cars at Sainte Foy in order to combine the Charny 
Limoilou plants because the repair plants which are presently in Quebec C 
and Charny are obsolete with regard to diesel locomotives. ! eh 


(Text) 


Mr. Gordon: Perhaps Mr. Demcoe could answer that question. Would } you 
care to take that one? 


Mr. J. W. DemcoE (Vice President, Transportation and Maintenar 
Canadian National Railways): No, up to the present time, we have not gi 


any consideration to changing the location of the shops in the Quebec-Le 
area. ! 


(Translation) s 
Mr. BEAULE: Do you envisage the possibility of building a station at Sait nte 
Foy in view of the new service between Quebec and Montreal on the South 
Shore? 
(Text) 


Mr. GORDON: Well, we have a station there. 
Mr.. DEMCOE: Yes, a brand new one. 


(Translation) 
M. BEAULE: Does the new train stop at Sainte Foy? 
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Mr. fapeace: Yes, it does indeed. The running time for the new train is 
ours and 45 minutes between Montreal proper and Ste. Foy. We want Ste. 
7 to be regarded as the main stopping place because of the time factor. 
‘he train does go on through to the Palais Royal station but it takes half 
an hour to get there. In the inaugural run which we made last week we had 
a full load, mostly made up of members of the Chambre de Commerce and 
: was interested to learn that 80 per cent or more of those who were on that 
train came to Ste. Foy by preference, parked their cars there and boarded 
the train there. So, I am hoping that Ste. Foy will be the terminal for most 
people. 


Be eieion) 


i Mr. BEAULE: Do you forsee the possibility of building a union station so 
Bit the Palais station at Quebec could be removed and this would neces- 
sarily eliminate the movement of trains in and out. 


(Text ) 


Mr. Gorvon: I am sorry but I missed your first few words. Would you 
say it again. 


te 
Bein) 


Mr. BEauLE: Do you forsee the possibility of having a station, a pool 
Boiion for the Canadian Pacific and the Canadian National, for trains going 
in and out of Quebec, which would eliminate train traffic through the city 
a we have the problem of level crossings? 


(Text) 


a Mr. Gorpon: Well, that is a question that has been hanging fire for many 
years, and it is a very difficult and costly thing to contemplate. As far as I 
know at the moment, the answer to your question is no, we do not have it 
actively in mind. Of course, it would affect the C.P.R. a great deal more than 
it would us. 


oe Mr. HORNER (Acadia) : Mr. Gordon, in respect of real estate I notice that 
a 26- -storey building is going to be built in Edmonton and, I take it from this 
Be erePh, it is going to be built by private interests. 


ak Mr. GorpDon: Oh yes. This is typical of the kind of thing we are doing. 
The way we are trying to handle it is that at points where we have available 
property, which may take the form of what we call aerial rights over our 
tracks, we try to encourage a local promoter to rent the space on a ground 

ent basis from us, and they provide the capital for the erection of the building. 
In most cases we give them encouragement in that respect because we, in turn, 
enter into a lease with them in regard to our own requirements. So, very often 
he gets enough from us in the first instance in the way of rent to justify his 
basic risk. But we do not put any money into it. 


ee Mr. Horner (Acadia): It is being built on railroad property though. 
Mr. Gorpon: Yes. 


_ Mr. Horner (Acadia): Of course, this is a policy decision, I suppose, which 


has been taken, namely that private interests should build it; but, it seems 


| 0 be the wrong decision. I think that you are going to have to slibetantnte the 
onstruction of the building by renting it. Why would it not be better for the 
vanadian National to build it themselves on their own property? You are 


a 


ng to be the major renters, I take it. 


a. 


zi Mr. Gorpon: May I ask you how recently you have been in Montreal? 
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Mr. Horner (Acadia): Oh, about a year. 
Mr. Gorpon: Do you remember the Place Ville Marie budding? 


Mr. Horner (Acadia): No. 
Mr. Gorpon: The huge building? The Royal Bank building? 
Mr. Horner (Acadia): Yes. 


Mr. Gorpon: That building was estimated to cost about $80 million. When 
it was finally finished I understand that Mr. Zeckendorf of Webb and Knapp | 
Company Limited found it cost him about $120 million. You may have seen ™ 
from recent information in the newspaper that the Zeckendorf interests are in 
deep trouble in regard to their own financial position. Now, when we make 
an agreement with a promoter he takes the capital risk and the rental which 
we pay is a market rental and a market rental only. We do not encourage the 
promoter by any form of subsidy in respect of rent; we pay the going market 
price for the rent and it is on that basis. We are able sometimes to encourage 
a promoter to take the entrepreneur risk that goes with this development. We 
do not believe the Canadian National should enter the real estate business. - 

Mr. HorNeR (Acadia): Well, you are into it in a big way now. ; 

Mr. Gordon: We have been in the past but largely in connection, I think, 
with our own buildings. We have not erected buildings, generally speaking, 
which have been over built above and beyond our own requirements. 


Mr. HorNER (Acadia): What part of the 26-storey building to be built in 
Edmonton will be rented by the C.N.R.? What would be the percentage? 


Mr. GORDON: Have you the particulars there, Mr. Demcoe? 
Mr. DemcoE: No, I have not. 


Mr. GORDON: We have the square footage but I am unable to relate that 
to the total. The Canadian National is interested in leasing approximately 
70,000 square feet of space for regional and area headquarters and 16, 000 
square feet of space for the necessary railway facilities. I am trying to find out is 
what it is in terms of the total building. It ought to be here but it is not. — 


Mr. HORNER (Acadia): Could you give the committee some idea in this 
connection? 4 


Mr. Gorpon: I should have this information here. Of course, I can tell you ' 
there are many other things in the building. The first three upper floors of 
the building will be used as a parkade. It will have a ground floor shopping 
arcade which will be developed along its full wall and will contain stores, banks 
and other facilities. It will be of interest to you to know on the basis of o ur 
giving up space which we now rent in the city and consolidating it in this area 
in the new buildings, we figure our net advantage in rent is about $26, 800 2 
year, which we are better off by consolidating it in this building. 


Mr. Horner (Acadia): What are you prepared to pay, about $4 a square. 
foot for the renting of this new building? I have just taken that figure off hs 


top of my head. y 
Mr. Gorpon: I have not that figure here but I can easily get it for you. 
Mr. Brown: Top secret. | q 
Mr. Gorpon: I will have to get that information for you. I do not know ‘a 


why we would not have it because it is such an obvious thing. I would have t 
inquire about that. I have forgotten the percentage of the building. 


Mr. HorneER (Acadia): I would suspect—and correct me if I am wrong— oe 
that you would be renting about three quarters of it. p 
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Mr. Gorpon: Oh, no, I would not think so. But, even if we were it would 
still be all right. My recollection is that I would be surprised if we went beyond 
18 to 20 per cent. I would be surprised if it is more than that. But, as I say, 
I can get that figure. 


es Mr. HorNER (Acadia): Why would you specify then that it would have 
to be a 26-storey building? 


” Mr. GORDON: We did not specify it; that is up to the private enterpriser 
who is building it. It is not our specification. 
Mr. Horner (Acadia): You are giving him the land. 

Mr. Gorpon: No, we are renting it to him. 


Mr. PRITTIE: What is the extent of the lease? Would it not be a long term 


Mr. Gorpon: I have not the exact number of years. 


a Mr. HORNER (Acadia): Say, it is a 20 or 40 year lease. At the end of the 
term of that lease what happens to the building if it is still on Canadian 
National land? 

_ Mr. Gorpon: There would be a provision for renegotiation of rent subject 
to an arbitration clause in case of disagreement. 


_ Mr. Prittie: The normal practice at the end of a long lease period—and 
I imagine this is a long term lease—is that it goes to the owner of the land. 


__ Mr. Gorpon: No. That is an emphyteutic lease to which you are referring 
and that is usually a 99 year lease, at the end of which time the building goes 
back to the owner of the land. And, in the meantime, the user of the property 
has all the rights of ownership. It is not necessarily the case and I cannot 
remember whether this one is or is not. But, I am quite satisfied it is a very 
good business arrangement from our own point of view. 


Mr. Horner (Acadia): And, I presume, the same story would apply in 


the case of the 48-storey building which is being built in Montreal? Is this a 
similar deal? 


=. Mr. Gordon: Yes, That is the one between the International Aviation 
Building and the hotel there. That is the same kind of a deal. 

__ You will note that we talk about the development of the aerial rights over 
the railroad tracks in the Lagauchetiére street area. Following advertisements 
Placed in the papers we recently entered into an arrangement with Concordia 
Estates In respect of a huge development to be undertaken there. The total 
aerial rights consist of a 233,000 square foot block of land under a 99 year 
lease. The proposal contemplates the construction of a massive 12-storey 
building of approximately 2 million square feet for the purpose of a trade and 
Merchandising centre, including convention facilities, office space, parking, 
hotel facilities at the top, and so on. That is now actively in the course of dis- 
cussion and we made the deal to the extent of their agreeing to take the 
ground space on a ground rental basis. We have not yet worked out our deal 
as to whether or not we will take any space in that because there has been 
no discussion in that respect yet. 


_ Mr. Lioyp: On the same subject, Mr. Gordon, taking Edmonton, Alberta, 
as an illustration, your report states that agreement was reached with private 
interests for the construction of a 26-storey building to house commercial 
‘Offices and a passenger station. Perhaps you already have answered the question 
‘but I have to go over the ground in order to obtain the information I require 
without offering any opinions which, I understand, according to the press, you 
‘do not believe in. In this particular instance how did you begin the process of 
this development? 
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Mr. GORDON: 
proposals. Now, we cannot make pet fications. we ea ie the prom 
whom we felt might be interested, know that the space was available and 
invited ideas or proposals. Then, we select from the proposals recei 
the one that seems to be most advantageous. . 

Mr. Luoyp: How many proposals did you receive? 


Mr. Gorpon: We did not receive more than, I think, two in this particular ‘ 


Mr. Luoyp: Did you say two proposals? 
Mr. Gorpon: Yes, I think so. a 
Mr. Luoyp: And, in this case—I think the question already has been ask d, 
and I am sorry if it has been, but I would like to refresh my memory in this) 
respect—did you lease the land in the case of the Edmonton development? — 
Mr. Gorpon: Yes, it is on a long lease basis. “i 
Mr. Luoyp: For how long? a 
Mr. Gorpon: I do not remember, and that is what I said. I have not tha t 
particular. But, it would be long, a minimum of 40 years. However, I would 
have to check on it in order to be definite. ra 
Mr. Luoyp: At the end of the lease term is it subject to renegotiation? 
Mr. Gorpon: Probably, but I have not the particulars of the lease. I do 
remember at the moment but it probably would be on the basis of a rene 
of the lease subject to an arbitration clause in case of disagreement. a 


Mr. Luoyp: Is there some final period of time when the renewals 
no longer at the option of the lessee? 


Mr. GorRDON: Yes, there would be a closing date. 


Mr. Lioyp: In the case of Edmonton, did you provide for the return of 
the property to the railway? Or is it abandoned to the high sea? 


- Mr. Gorpon: That I cannot remember. It depends on what form of le ase 
we have. a 


Mr. Luoyp: That is highly informative, I must say. 


Mr. Gorpon: Mr. Lloyd, I take exception to that comment. I am do 
my best to give the committee the knowledge I have. 


Mr. Luoyp: I would suggest that you answer the questions. If you cann aXe 
answer them— 


Mr. Gorpon: I have been answering the questions and— 
Mr. Luoyp: The record will speak for itself. 
Mr. GORDON: Perhaps you can refrain from your cone 


Mr. Lioyp: I was not going to mention this, Mr. Chairman, but in today’ 
press there is a report of a statement made by Mr. Gordon, who said: 


I am not prepared to accept your interpretation of anything. 
Mr. Chairman, I am not making interpretations; I am looking for informat: 


If Mr. Gordon does not know, he can get the information and provide it eh 
committee. } 


May I proceed with my question? The pedantic antics may be elimina 
Mr. Gordon. I understand you would naturally not recall all the details. 
Mr. Gorpon: Isn’t that amazing? Me 
Mr. Luioyp: Do you recall any leasehold agreements? a. 


Mr. GORDON: Yes, and I also recall the ten commandments end ’ 
sections of the Bible too. 


Mr. Luoyp: Is it the practice of the railway generally to lease out land wit ] 
the property being returned to the railway at the end of the rscr term 


a a 
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Mr. Gorvon: Not that I recollect. 
Mr. Litoyp: Do you have any agreements under leasehold arrangements 
ereby the land is returned to the owner, to the lessee, or held or abandoned 
to the lessee? 
Mr. Gorpon: I do not recall and I do not make a practice of memorizing 
the details of leases that we enter into. 


_ Mr. LLoyp: Do you recall the general policy of your railway system, Mr. 
Gordon? 

Mr. Gorpon: I do. 

Mr. Lioyp: Which of these general policies do you follow, or do you 


& 


od both of them? 

at _ Mr. Gorpon: It depends upon the location; it depends upon the particular 

area. The circumstances, for example, in Quebec are quite different legally 

and otherwise from the circumstances in the rest of the provinces. 

i Mr. Luoyp: Because of a particular type of lease? 

Mr. Gorpon: Yes. 

Mr. Luoyp: I believe you used a— 

Mr. Gorpon: There is a lease called an emphyteutic lease—and I hasten 
© assure you that I do not know how to spell the word, but I can find out. 

It provides usually for a 99 year lease term. 

a Mr. LuoypD: So you cannot inform this committee, which, by the way— 

_ Mr. Gorpon: Yes I can. 

- Mr. Lioyp: —is the main committee responsible to parliament and to 

which your corporation is accountable, though it is true through a minister but 

| practice through this committee— 

_ Mr. Gorpon: I do not need any lecture from you about my duties. 

_ Mr. Lioyp: I am not giving you any lecture. 

_ The CuHarrMan: Order, Mr. Lloyd. Would it not be much better at this 

Stage if you were to ask Mr. Gordon whether he can get this information for 

the committee tomorrow? I am sure it is information which is available, and 

if the witness does not recall at the present time, surely he should so state and, 

at the same time, state that tomorrow he can give us that information. Is that 

no so? 

_ Mr. Gorvon: If the information is reasonable I will try to get it, but it is 

quite impossible for me to remember details of leases all over the country. If 

you will tell me what the specific question is, without gratuitous conn f 

will try to get the information. 


Mr. Lioyp: I am refraining now from gratuitous comment but we are 
ns gratuitous comment from the witness. I am restraining myself on this 
matter. Again, reverting to the type of question with regard to the 24 acres of 
property in downtown Saskatoon, proposals were invited in 1963 for his 24 
acres. How many proposals did you receive? 


_ Mr. Gorpon: I would have to look up my file on that. 
is Mr. Luovp: Earlier, general agreement, the report said, had been reached 
with the city for the iaepat= use of the property. What were the principal 


elements of that agreement, Mr. Gordon? 
te i: _ Mr. Gorpon: I would have to look up my file on that. 


almost 
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where a new freight yard, passenger station and the like are pele Bue 
you recall anything about the nature of this development in Saskatoon? 
Mr. Gorpon: Yes, it was a very large development involving a_ great 
number of complex arrangements with the city. ‘ 
Mr. Luoyp: In that particular case the land title was held by the railway 
or transferred to the city? 
Mr. Gorpon: It involved a rearrangement of our facilities in collaboration 1 
with the planning authorities of the city. 
Mr. Luoyp: Did you provide for holding the land in your own title, the title " 
of the railway, or did you transfer this? a 
Mr. Gorpon: I do not remember. 4 
Mr. Luoyp: To come back again, when a property is developed on lease do 
land do you make provision for the payment of moneys, taxes, by the developer? 
Mr. Gorpon: I would have to look up the file and see the details. ‘ 
Mr. Lioyp: You do not know the answer to that? You do not know the a 
general practice? 4 
Mr. Gorpon: I know the general practice well enough but it varies from a 
point to point. Each deal is a separate deal and is guided by the details of i 
particular situation. 
Mr. Luoyp: Let us come to Montreal and see if you can recall anything 
about that. You had the figures of cost a little while ago and I assume ya v 


»Q 


remember some of the details. In Montreal, work will begin in 1964 on a 2¢ 
story commercial office building east of the Queen Elizabeth hotel on Dorcheste r 
Boulevard; and being built by private interests is another project. What was 
the procedure in this case to discover a developer? 


Mr. Gorpon: It was advertised and we received several proposals, anda 
chose the one that we thought suited the purpose best. 


Mr. Luoyp: Do you recall how many proposals you received? 

Mr. Gordon: I would think about three. 

Mr. Luoyp: In this particular case, is the land leased? 

Mr. GORDON: The land is leased, yes. 

Mr. Litoyp: You do not recall the terms, I gather. 

Mr. Gorpon: No, it was an emphyteutic lease, as I recall it. a 

Mr. Litoyp: What happens to the land site in this particular case? Is i 
returned to the railway at the expiration of the lease? : 


Mr. Gorpon: I have already explained what an emphyteutic lease means | 
the province of Quebec. 


Mr. Luoyp: What criteria do you use for evaluating terms of a lease? 
Mr. GorDOoN: Good business judgment. 
Mr. Luoyp: Good business judgment? 
Mr. GorDON: Good business judgment, yes. i” 


Mr. Luoyp: And, I presume, by this you mean that you have an appraiser ‘S 
valuation of the land and you use this as one of your yardsticks? | 
Mr. Gorpon: We have a development department which is compete tl 
staffed, and all these questions are looked into by them. The recommendations — 
come forward to me from the appropriate officials in regard to the details. — 


Mr. Lutoyp: So you cannot advise the committee on the Spec de 
without reference to your staff? That is what you are saying? 


Mr. Gorpon: No, that is not what I am saying. 


| RAILWAYS, CANALS AND TELEGRAPH LINES 143 


_ Mr. Liyop: What did you say? 

a _ Mr. Gorpon: I said what I said. The Hansard record will show it. 
a Mr. LioypD: You have just said that you had competent staff. 

Mr. Gordon: That is right. 


3S) Mr. Lioyp: And I have asked several specific questions and either you did 
not care to give the answer or— 


Mr. Gorpon: I have given you the answer but you do not care to hear it. 


Mr. Liuoyp: You have given beautiful generalities but not specific answers. 
I am trying to find out what is the practice of the railway with respect to 
disposal of the property and with respect to sale by lease. 


Mr. Gorpon: I have told you four or five times about the general practice 
but you keep wanting to put some twist to it in order to try to discredit me 
in some way. 
| Mr. Luoyp: I have no desire to try to discredit you in any way. 

Mr. Gorpon: If you have not, you appear to be trying to. 


‘Mr. Luoyp: I am asking questions and I would you to be specific if you can, 
but if you cannot be specific you can say that you will try to get the information. 


. Mr. Gorpon: Let me try to repeat: Where we have property and particularly 
where we have aerial rights—that is, the use of property over our track—we 
try to develop it by enlisting interest on the part of promoters who are willing 
to erect buildings over particular parts of our line on a basis that they will 
pay us a ground rent for the use of the property; and that ground rent takes 
the form of a lease for certain periods of years. All the necessary precautions 
in that respect are taken when the deal is made. It happens on occasion that 
in some of the buildings we might rent some of the space ourselves, but it is 
not then necessarily part of the deal; it will depend upon the circumstances. 
However, the construction of the building is purely a promoter’s risk. It is a 
‘private enterprise risk, and if the promoter makes money on it, so much the 
better. In the meantime, we have utilized property which is otherwise lying 
idle. 

_ In some other cases we work in collaboration with the city authorities and 
the planning authorities. It may be that there will be rearrangement of 
property, a rearrangement of trackage, and collaboration with the planning 
authority so they can plan their traffic facilities, and so forth. However, all of 
these deals are intricate and have to be worked out very carefully. 


_ Mr. Lioyp: So your development department advises you in connection 
with the details of these proposals? 


_ Mr. Gorpon: Yes, of course. 


Mr. Luoyp: And then they made a recommendation through appropriate 
Staff people which eventually reaches your desk where, I presume, it is reviewed. 
Then who makes the final decision? 


Mr. Gorpon: The board of directors. 
Mr. Luoyp: The board of directors of the railway? 
Mr. Gorpon: Yes. 


Mr. Luoyp: Is any reference made to the Minister of Transport on such 
‘matters? 


Mr. Gorpon: No. 
Mr. Luoyp: You have the final decision and it rests in your hands? 
_ Mr. Gorvon: It is a matter for management. 


_ _-Mr. Luovyp: It is a matter for management to decide what shall be the terms 
of the lease or the sale price of the land? 
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Mr. Gorpon: That is visht, 


ments? 
Mr. Gorpvon: No, but again I would have to check on that. You are gett 
into legal terms and matters which I would have to refer to our legal cepa 
ment. : 
Mr. Luoyp: What legal terms? a 
Mr. Gorpon: The question of freehold land has a legal connotation that 
needs to be examined. 
Mr. Lutoyp: Well, have you sold any land which the railway company ow 
to any private persons, transferring the title to them? 
Mr. GorpDoN: Oh, yes. 
Mr. LLtoyp: That is what I meant by freehold. 
Mr. VAUGHAN: I thought you meant in these developments. 
Mr. Luioyp: I am not a lawyer but I can find ordinary common language 
which describes the situation. ie 
Mr. GorDON: Well, we sell land all the time and have done so for years. 
Mr. Luoyp: What is your practice in regard to the sale of such land? 
Mr. Gorpon: To get the best price we can for it. " 
Mr. Luoyp: How do you go about ensuring you get the best price? va 
steps do you take? 
Mr. GoRDON: We have a real estate department which is competently staffe di 
and which makes an appraisal of the value of the land, and in some cases we 
employ outside consultants to give us an appraisal; and, generally speaking, 
we do what any prudent businessman would do in the disposal of property « of 
that kind. We have another factor that we keep in mind in regard to the inte™ 
ests of the railway, and that is when we sell land we try, as far as it may be 
possible, to get people on the land who might be traffic producers for tt . 
railway. % 
Mr. Luoyp: So there have been cases where you may have been offered 
more for land, but the developments indicated on the site may not have been 
in the best interests of the railway. 3 


Mr. Gorpon: Absolutely no. You draw inferences from my statement which 1 
are completely unjustifiable. ; 4 


Mr. Luoyp: Mr. Chairman, the witness seems to be determined to distract 
attention from my line of questioning. If anyone is broadly interpreting, I ye 
it is the witness. 


Mr. Gordon: Your last question was not a question at all; it was a sta 
ment. You said: So it follows from that that you are doing thus and so. Tha | 
not a question; it is a statement. 


Mr. Luoyp: We can be very precise. Have you sold any land of Canadiag 
National Railways with a freehold title to the land in the last year, or the yeal 
under review in this report, 1963? a 


Mr. Gordon: Not to my knowledge. a 
Mr. Luoyp: You sold no freehold land? 5 q 
‘Se 


Mr. Gorpon: I did not say that. At least, I misunderstood your questior 
again. I said earlier that we have sold land and do sell land. a 


a 
Mr. Luoyp: Did you sell any in 1963? a. 
Mr. GorDON: I would imagine we did, but I do not know the details. 


Wea LLoyp: Would it be possible for you to supply the details to igor con n 
mittee 
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Mr. Gorpon: Yes. 

Mr. Lioyp: How long will it take you to get that information? 

Me Mr. GoRvoN: 1 do. not know. 

WN Mr. Luoyp: Is there any reasonable objection to providing the committee 
with these transactions? 

| Mr. Gordon: None at all. 

Mr. Luoyp: And you will be willing to supply that information? 

Mr. Gorpon: It will depend again upon the circumstances. I want to see 
what the circumstances are before I commit myself. 

: Mr. Luoyp: In other words? 

Mr. GorpDon: Yes, in other words. 


Mr. Lutoyp: What kind of consideration would stop you from giving us 
this information, Mr. Gordon? 
| Mr. Gordon: The kind of consideration that I might be divulging informa- 
tion which pertains to another person’s business. We enter into transactions, 
just as any business does, with other people. The other people concerned may 
not be willing, or may not like me to divulge what their business plans are 
and what they are doing. Therefore, I would respect their wishes in confidence; 
otherwise, it would militate against us in doing business at all. 
| Mr. Lioyp: You feel there might be some cases where it is not in the 
public interest to provide such information? 
| Mr. Gorpon: It would be, yes. 
Mr. Luoyp: And you establish yourself as the sole judge in that case? 
Mr. Gorpon: No, I did not say that. 
| Mr. Ltoyp: Then, why can we not get this information from you? 


_ Mr. Gorpon: The other party might object to having his business spread 
on the records of this committee. I think it is a reasonable thing that we should 
respect the confidence of the people we do business with; otherwise it would 
militate against the best interest of the Canadian National Railways. 


a Mr. LuoyD: So we cannot obtain under this section any information other 
than the fact that you have conveyed some real estate under lease, and you 
cannot give us any specific details of the transactions. 


Mr. Gorpon: If you have any particular transaction in mind, I would 
like you to state it. 


Mr. LLoyp: I would like to have the details of the Alberta agreement, the 
agreement with respect to Saskatoon, and the agreement with respect to the 
Montreal 28-storey commercial building. I would like this information for the | 
committee. 


Mr. Gorpon: The Montreal complex would cover a file about “that high”. 


Mr. LLoypD: This is not directed to Mr. Gordon. It was the practice in the 
United States when a civil servant was questioned—I do not say it necessarily 
applies here, but it is an interesting observation—that when he wanted to deter 
the questioner, he would drive to his office, load up a truck, and drive back 
with the contents and say “There is your answer’. I am not asking for that 


kind of answer here. All I am asking for are the general details of the 
transactions. 


Mr. GREGOIRE: What are general details? 


Mr. Luoyp: Oh, what were the terms and conditions of the leases, how long 
ae the terms of the leases, what were the ground rents involved, and the 
like. 

Mr. Gorvon: I cannot tell you what is involved in trying to answer a 
question of that kind. Therefore, I cannot commit myself and say that I can 
obtain it today, or tomorrow. I do not know. 
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Mr. Luoyp: That Lappe every day in the ated We accent | it tha tt 
must be some reservation on your part. 


Mr. Gorpon: If you will leave the question with me I shall cideaveul : 
answer it to the best of my ability, and if my answer is acceptable to t. 
committee, perhaps it might be incorporated in the evidence later on. 


Mr. Luoyp: Thank you. I would like you to do so. I would like to h 
information with regard to these particular transactions, the general conditi 
of the leases, whether or not the property is to be returned to the railway 
the expiration of the leases, or to continue to be held by the lessee un 
freehold title or not. I would like to know what the position is with resp 
to tax payments to the local municipalities, and I would like to know the 
details of the bids for any freehold sales that may have been involved in 
these transactions. a 


Mr. Gorpon: Well, as soon as I can get from Hansard exactly what you are 
asking for, I shall have it examined by our officers. 


Mr. Pascor: My questions were in regard to redevelopment, but I shall 
skip them now in the light of what has gone on. However, has the work started 
now on the Saskatoon development? 4 


Mr. Gorpbon: I believe so. There was a very detailed press release made 
by the railway and by the city at the time the transaction was consummated, 
I do not happen to have it here, but I am sure that a look at that press release 
would cover most of the things you may have in mind. I will see if I can put 
my hand on it. a 


Mr. PascorE: That is all the questioning I have. 


(Translation) 


Mr. GREGOIRE: I would like to know whether the Canadian National— 
would like to know whether the CNR are planning for the development 
mentioned here, in the town of Jonquiére in Lapointe county? a 


(Text) q 
Mr. VAUGHAN: Perhaps I could answer that. 
Mr. Gorpon: By all means. 


Mr. VAUGHAN: I think there has been some planning done by the = 
Lawrence region as to the possibilities of what we call an industrial park 
in the Jonquiere area. I am not sure at the moment exactly where the projec 
stands, but I would be glad to find out for you. : 


(Translation) 


Mr. GREGOIRE: Would this consist of an industrial development similar t¢ 
the ones mentioned here? y 


(Text) 


Mr. Gordon: No, it would be a different kind of thing. This is a 
where we would be trying to interest various types of industry to locate 
given area, in what we call an industrial park. It would not necessaril 
that we own the property at all. It might be that we are discussing 7 
some promoter, or with the city, or with any interested parties that it 
good idea to get a certain area zoned as an industrial park by the city, 


area. This is one of many different things that we do in order to encow. 
traffic. We will ask the city authorities, or anybody else who nee be a 
in encouraging that sort of development. 
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_ Mr. Griécorre: Is it the Canadian National or the municipality that would 
ate such a project? 

ext) 

_ Mr. Gorpon: It could be either one, but as a practical matter, it is usually 
the railway which starts to promulgate an idea. It is part of our sales effort 
> get an idea across. If we see an opportunity in a particular area, our 
fficials may go and talk to the people and get them interested in it. On the 


ther hand, we have had instances too where the city itself might start 
alking about it and would bring us in on the conversations. 


_ Mr. GrecorreE: Mr. Gordon, one last question. Do you think the develop- 
ment of the industrial site at Jonquiére stands a good chance of succeeding? 


(Text) 


Mr. Gorpon: I cannot answer that. Negotiations are being conducted by 
our St. Lawrence region and I have not received information on it. All I can 


I cannot tell. I would be glad to let you know when I get back and find out 
just where the negotiations stand. 


(Translation) 

| - Mr. BEAULE: I have a supplementary question, Mr. Chairman. Mr. Gordon, 
fare you providing a new line to connect Quebec City and the Lac Saint Jean 
area in relation to the industrial site? 

(Text) 


(ae Mr. Gorpon: No, I do not visualize that. I do not know just how that could 
happen. 


(Translation) 


_ Mr. Grécorre: There is none at the present time. There is no railway line 
irectly connecting Quebec City and the Saguenay-Lac Saint Jean area. The 


sini . . . en . ° . . . . 
nly train arriving at Jonquiére or Chicoutimi originates in Montreal. 


i Mr. Gorpon: There is nothing before us at the present time. 
_ The CuarrmaNn: Mr. Korchinski? 


Translation) 


_ Mr. Grecorre: Mr. Chairman, one final question before I pass. Does the 
Canadian National, the C.N.R., see the possibility of building a trunk line which 
would be a first-rate trunk line, between the Ungava mines or iron ore mines 
and New Quebec and the Saguenay-Lac Saint Jean area, the Jonquiére- 
Chicoutimi area? 

(Text) : 

* Mr. Gordon: No, we have nothing specific in that connection. We would 
ave to await a development such as you mention to reach the point where 
there is some obvious interest in it. We keep in touch with any of these 
potentials, and we of course would be immediately available to promoters in © 
pffering service, just as soon as we hear about it. But there is nothing specific 
at the moment so far as I know. 


_ Mr, KORCHINSKI: My question has to do with the development in Saskatoon. 
21172—103 
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Could you tell us whether there is any comparison betwee the eeounee of 
land turned over to the city, and the amount of land that you had to acquire 
for the new development. Are they comparable? a 
Mr. Gorpvon: I am afraid I do not get the point of your question? 
Mr. KorcHINSKI: You have approximately 24 acres turned over to Saska- 
toon. I wondered how much land you had to acquire for your new station and 
new yard. Is it comparable? a 
Mr. Gorpon: Do you have the actual acreage, Mr. Demcoe? 4 
Mr. Demcor: No, I do not have that information. There is city property y 
involved, and there is the property for the yard. q 
Mr. Gorpon: It would not be more than ten or twelve would it? 


Mr. Demcor: Oh, there is more than that, because we are putting in é 
yard and station grounds. There would be more property obtained. 

Mr. Gorvon: I do not seem to have the actual acreage that we are using 
in connection with this yard. As best as we can put it together sitting here 
it would be something in the nature of a swap, but I cannot give you the exact 
figure. a 

Mr. KorcHINSKI: The point of my question is that certain quarters in 
Saskatoon, I understand, claim that the deal was a really good one. I wondered, 
since the city is involved in this case, and you have not sold other property ‘ 
whether the amount you might have obtained by leasing this property 1s 
comparable to the taxes or the grants which you would have to pay to the 
city. a 

Mr. Gorpom: I can only say in a general way with the deal we made with 
Saskatoon, after we had taken everything into account, the property that we 
gave up and the property that we had acquired and so on, we felt that it worked 
out advantageously to the railway. 

Mr. KorcuInski: The city claims that it was a good deal. q 

Mr. Gorpon: That is right, it was a very good deal because both parties 
to the deal are satisfied. But you must remember that the point of view of t 1e 
city is different from our point of view, because one of the things that they 
acquired was of great advantage to them, namely, relief of traffic congestion. 
They valued that aspect much higher than we would, because we were not 
interested in traffic congestion. The city put a valuation in connection with 
alleviating their traffic jam and this encouraged them in the matter, so that they ry 
could say that they got an advantageous deal, since it met their needs. We in 
turn got an advantageous deal because we were looking for a piece of property 
to meet the requirements for our yard. Therefore, it turned out to be an advar F 
tageous deal to both sides. P 

_ Mr. Korcuinski: I have one more question. When the question of taxes 

arises concerning this new development on the property you have acquired, 
does that question have to be dealt with by the Canadian National Railway or 
by the individual who is promoting the project? 

Mr. GorDon: You are talking about the building now? 

Wir. KORCHINSKI: Yes. 

Mr. Gorpon: The private promoter would be responsible for his taxes with 
the city on the basis of whatever deal he made with them. oa 

Mr. Rock: Mr, Chairman, Mr. Gordon, I have been an alderman in the city 
of Lachine for over twelve and a half years. oh 

Some hon. MemBers: Hear, hear. | a 

Mr. Rock: During that time we have had some dealings with the CNR 
One dealing involved the purchase of a large piece of land for a filtration plar 1 
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ae | 
and I believed at that time and still do believe, that we made a very good 
bargain with your real estate department. Of course, this land was for the 
purpose of building a filtration plant which is a municipal service. 


We did have some dealing in respect of the abandonment of the railway 
tracks within the centre of the city and we wanted to purchase that land. At 
that time as an alderman, looking through the eyes of an alderman, I felt that 
your department charged us quite a bit. Of course, I also understand that this 
land was used for the purpose of development for homes and today as a member 
‘of parliament I would say that your department did a good job. However, as 
an alderman at the time I did not think that way. 

Mr. Gorpon: I am glad to hear it. 


Mr. Rock: You also have a large hump yard within the city limits, and 
within the limits of St. Laurent. You also have some land available I believe 
for industrial purposes, I believe that you are promoting industrial sites in 
that area. The city of Lachine at that time did develop that area which is zoned 
completely as industrial. We contemplated building a road across the tracks 
around 32nd avenue. I should like to know whether the C.N.R. has any intention 
of co-operating completely with the city of Lachine so this Overpass can be 
built in that area in order that we would have two accesses to that industrial 
area rather than just one at 55th avenue? 

| Mr. Gordon: Our general policy is always to co-operate to the maximum 
extent possible particularly in trying to meet the traffic problems of an area, 
but I cannot tell you at the moment about this specific point. Again I will be 
glad to take a look at it. You made one point which I think should be clarified. 
As a matter of policy we do not buy land for speculative purposes. 

i Mr. Rock: I understand that. 


Mr. Gordon: We do not buy land for speculative purposes. It may be that 
.n the course of working out real estate deals, as we do with the city of Montreal, 
‘or example, we will swap a piece of property that they are anxious to get for 
a piece of property somewhere else, and that piece of property may then become 
available for industrial purposes. We try to sell it to people who will produce 
wraffic. Basically we do not speculate in real estate. 


Mr. Rock: Yes. You have many spur lines and trackage going through 
indeveloped urban areas. Has your department ever contacted the municipalities 
soncerned asking them to pass zoning bylaws so that the areas will be industrial? 


Mr. Gorpon: Yes we have had discussions of that kind. 


Mr. Rock: I should like to discuss this aerial right idea. Several months 
igo I think a drawing by an architect in respect of an idea for the city of Toronto 
nvolving an aerial development of apartment buildings over your trackage 
acing Lake Ontario appeared in the Star Weekly. 


Mr. Gorpon: Yes. That was in the area out by Sunnyside. 
Mr. Rock: That is right. This was C.N.R. land involved? 
Mr. Gorpon: That is right. 

Mr. Rock: Has anything developed in that direction? 


Mr. Gorpon: Yes. We have made a deal with a promoter there who is going 
0 build a series of apartment houses on an aerial right basis. 


Mr. Rock: So this development may come true? 


Mr. Gorpon: It will come through, and that particular deal is in stages. 
Ve have negotiated the first stage with the promoter and, assuming that is 


uccessful he has a series of implied options on future stages that will go along 
vith that development. 
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Mr. Rock: Are there any plans in this regard in respect of the ci 
Montreal west of the freight yard offices where you have. approaches t 
freight yard office? | Rta A 

Mr. Gorpon: Are you referring to that area by Bonaventure terminal 


Mr. Rock: Yes, I am referring to the Bonaventure terminal on St. Ja 
street I think it is. a 
Mr. GORDON: Yes. | 
Mr. Rock: Are there any possible plans for doing something sim u 
perhaps not apartments but office buildings, in this area? i 
Mr. Gorpon: We have no proposal before us but we are willing to list 


Mr. Mituar: Mr. Gordon, I wonder whether you will confirm the fact that 
in the city of London you have a new building? s 


_ Mr. Gorpon: Yes. a 
Mr. Mrutar: You have a new station and office building. Is this a lease back 
proposition? va 
Mr. Gorpon: Again I would have to look up my file in that respect. 
a few years ago that we did enter into an agreement with the promoter for ¢ 
redevelopment of the London station property. I have not got the details 
me. 
Mr. Mituar: There has been a new building completed there? 


Mr. Gorpon: That is right. 4 
Mr. Mituar: There was a considerable amount of criticism throughout thi 
city when the C.N.R. wrecked property which was one of the few good station 
you had in western Ontario and built this new one, because we now end up wit 
a vacant lot and a new building. People have asked me questions of this type. — 


Mr. Gorpon: The vacant lot was to be used in respect of a pro 
involving a motel complex, as I remember, and the motel complex just 
not go through because the developer at that time found in due course 
his project was not economically feasible since other people had got in a 
of him. He only had a tentative understanding, so at that time we did not 
a contract with him but it was under discussion. He got cold feet, if yo 
want to put it that way, because of the competition that had been stirred up By 
the other motel develooments. a 

Mr. Minuar: Iam simply asking you these questions because I in tul : 
have been asked them. It would seem to me that the vacant lot now proves 
that this criticism in respect of wrecking a perfectly good C.N.R. station S 
somewhat justified. ie 

Mr. Gorpon: I would not think so. I am quite sure the station was 
wrecked until we justified it from an economical point of view and de 
it was more advantageous to us to do so. Again I say I would have to look at 
the basic deal. a 

Mr. MILLAR: That is all, thank you. 

The CHAIRMAN: Do you wish to ask a question Mr. Cadieu? 

Mr. Capieu: No. 

The CHAIRMAN: Mr. Irvine? 

Mr. IRVINE: I should also like to ask a question in regard to some 0 
affairs in the city of London. I have a copy of a letter from the Minister 0 
Transport to Mr. Gordon dated May 11 in which he made a request that th 
board of directors, on the direction of Mr. Gordon, might check into the pe 
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what the result of this query was. 
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uister of Transport we made a very thorough review of the whole situation 
affecting our London shops, with our Board of Directors. We were asked to 
‘specifically discuss it with the Board of Directors again and establish whether 
or not I could inform the minister that the Board of Directors still agreed 

vith the decision that had been taken. We had a very thorough review at our 
joard of Directors meeting and I replied to the Minister of Transport giving 
im the full details of the memorandum which we prepared at that time con- 
rming that the Board of Directors fully supported the action. 


Mr. IRVINE: At this conference we had at which two or three submissions 
were presented by various unions, and officially by the city of London, the 
Question was asked whether you had a committee or a portion at least of the 

oard of directors visit London for this specific purpose, as the Minister of 
Transport asked you to do in his letter? 


Mr. Gorpon: No, they did not. The Board of Directors considered that 


request and decided that it would serve no good purpose for them to visit 
London. 


Mr. IrvINnE: I hope I am not asking for too long or detailed an answer to 
my next question, and if I am I will be very pleased to receive that answer as 
soon as it is convenient, but I should like it to be conveniently soon. Why is it 
not considered practical to keep the London car shops open in view of the 
amount of rolling stock that goes through that area and in view of the fact you 
already have the equipment there, the manpower? I understand an extra 
shift went on work last week. I should like to know why it is not considered 
practical to keep these shops open? 


_ Mr. Gorvon: I will give you the short answer to that question and per- 
aps Mr. Demcoe will add something to it. 

_ The short answer is that the London shops are not modern shops. Their 
Pquipment is out of date. The shop has been centralized so to speak at 
oint St. Charles, Montreal, to get the benefits that flow from centralization. 
other words, in our Point St. Charles shops, where we have brought many 
shc ps together at a centralized point, we are able to afford the type of equip- 
ment to do the job on a more economical basis through centralization than 
we could with these scattered shovos. The London shop is one of quite a num- 
r of shops that have been closed in fairly recent years. Our economical 


ray 


alysis of that shop showed quite clearly that we were justified in this action. 
_ Mr. Demcoe, would vou care to add anything to what I have said? . 
Bs Mr. Demcor: Yes. We not only have shops in Montreal but we also have 


hops in Winnipeg and at Moncton, and the capacity of these three shops is 


More than sufficient for our needs at the present time. 


a Mir. IRVINE: Referring again to the question in respect of property, I 
inderstand that according to plans the property in London will be available 
ometime in 1965 or 1966. What do your present plans envisage for the 
isposition of these properties? 


baat ; 
_-Mr. Gorpvon: These properties will become available. We think they are 


faluable properties and we hope to develop them from a real estate point of. 
lew. 


Put 


| Mr. Irvine: Has any thought been given to disposing of them from an 
adustrial standpoint in order that you might induce manufacturing industry 
ato that area? 

| Mr. Gorpon: We would try to do that. That would involve part of our 
fiorts toward the disposition of the property in due course. We were able to 
jo that, you may recall, in respect of the Stratford shops and I hope we will 
te able to do the same thing. After all, this is a sales offer and whether we are 
Ccessful or not remains to be seen. But that will be our objective. 


e Mr. Gorpon: The result of the query was that at the request of the 
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Mr. Miuzar: I should like to ask a supplementary question. How can you 
justify closing the London shops in view of the information we have received 
to the effect that the Montreal shops are overloaded, working seven days a 
week and have a yard full of cars that cannot be looked after? That is the 
information with which we have been supplied. 4 

Mr. Gorpon: You were not supplied with that information by manag 
ment? ; 

Mr. Demcor: The shops in Montreal, Winnipeg and Moncton are on a 
five day week. Within the last week we have authorized all the main shops in 
Canada to work a sixth day from now until the men start holidays, because 
of the heavy traffic, and because there are two types of cars we are short of 
at the moment. I refer to the open topped equipment. We want to get the 
cars of that type that are at the shops now completed before the men begin to 
go on holidays. 7 

Mr. Mrtiar: Have your economic experts told you that it is cheaper to 
ship a car from western Ontario to Montreal, repair it and return it than 
it is to do the job in London? 4 

Mr. DeEMcoE: The shops are located strategically at Winnipeg, Montreal 
and Moncton. When a car comes into those particular areas for repair it is 
sent to those shops. It is true there are some cars taken out of service at 
other points, such as Toronto, and we have to haul them to say Montreal, or 
in some cases even to Winnipeg. 4 

Mr. MittarR: With your shops located in Montreal it follows naturally 
that anything needing repair in western Ontario will be sent to Montreal. 4 


Mr. Demcor: We have centralized all our refrigerator car repairs i n 
Winnipeg, so if a car of that type is in bad order and we cannot use it to haul 
a load west we would have to haul it light from here to Winnipeg to repair it. 


Mr. Gorpvon: Does that answer your question? 
ct 


eq 


Mr. Mitutar: Have your economic experts indicated that this is the best 
thing to do? 4 
Mr. Gorpon: Yes. p 
Mr. DEMCcOE: Yes, that is right. } 
Mr. Mruuar: I have one other question. Do you deny, or is it true, that 
western Ontario is one of the most profitable areas in respect of freight as’ ‘ar 
as)the ‘C.N.R. is concerned? a 


Mr. Gorpon: That would depend on the area to which you are referring 
Mr. Mituar: I am referring to the Toronto area, or the great lakes region 
as I believe you refer to it. 4 
Mr. DeMcOE: Yes, I understand that is true. ; 
Mr. Mituar: Do you not think it reasonable in view of the fact you receive 
a large portion of your income from a specific area that you should give mo 
consideration to the spending of some of your revenue in that area where you 
receive it? — 
Mr. DEMCOE: We do carry out light car repairs and medium repairs at 
points such as Toronto, Hamilton, Sarnia and Fort Erie. E 
Mr. Mruuar: That is true, but is it not a fact that the staff at the car sh 
in the city of London represents a small percentage of what it was originally: 
Mr. DemcorE: That is true. 
Mr. Mituar: Yet your income in that area has increased. I am figh i 
hard for the people of the city of London. Therefore, I will argue this strong” 
and urgently, and I think I have a reasonable argument. . 


Mr. Gorpon: Well, this London shop— 
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is . Mrutiar: Just a minute, Mr. Gordon, I do not like to interrupt you, 
but I am aware that you are more capable than I am of answering these ques- 
tions. What would the Canadian National think of a trucking company, if 
_they could find one the railways do not own, going to manufacturers in western 
- Ontario and saying: “I say, how about shipping your stuff on trucks; the rail- 
road is not leaving any money here’’. Is that unreasonable? 


Mr. Gorpon: They will do just that if it suits their competitive interest. , 
The only way we can handle traffic is to handle it better, more efficiently and 
'at a lower cost, and as long as the trucking company can take it from us, 
| they will. 

| Mr. MILuarR: Yes, I understand, even if it belongs to the Canadian National. 
Mr. GORDON: Yes? 


Mr. MILLAR: But, at the same time, I think you should give some considera- 
tion to the good customers you have in western Ontario; in other words, I 
_ think you should put money back in where you take it out. Even the government 
' tried to do that once in a while. 

Mr. GorDON: Well, I do not know of any shops that have received more 
detailed consideration and analysis than the London shop. 

Mr. MILLAR: I am aware of this. 

Mr. Gorpon: And, I do not think I have met more groups in connection 
| with any particular move than I have in the case of London. I am quite con- 
_vinced that our move is thoroughly justified in respect of the economics and 
| the efficient running of the railroad and that, after all, is our job. 

Mr. MILLAR: I have one further question. 


Mr. Rock: Mr. Chairman, are we on operations now or still on real estate? 
_ The CHAIRMAN: We are on real estate. 
Mr. Miuuar: I will withdraw the question I was going to put. 


‘ Mr. MAcDoNALD: Mr. Gordon, I understand your Toronto yard will be in 
_ Operation next year. Do you expect to replace a lot of the downtown freight 
| frackage in the Front Street area. 
Mr. Gordon: Well, when the hump yard comes into operation, of course, 
_all our marshalling and sorting of trains will take place in the hump yard and 
_ we will not have the congestion that we have down town in the Front Street . 
area which you mentioned. 

Mr. MAcDONALD: Then, will you be taking a lot of the Front Street trackage 
up or will you be leaving it there? 
Mr. Rock: Again, Mr. Chairman, I must interrupt on a point of order. I 
_ understood that we were still on real estate but Mr. Macdonald is directing 
his questions in respect of operations. Industrial development comes after real 
| estate and then operations. 
Mr. Macponatp: I will put it this way and then if Mr. Gordon says no 
I will agree with Mr. Rock but if he says they are going to take it out of 
_ Operation, then there will be some real estate to dispose of. 


The CHAIRMAN: I have allowed your questions on the premise that you 
_ were going into a question having to do with real estate. However, I think we 
are going a little far afield. Mr. Millar stopped when he had a long way still 
to go in that connection. 


Mr. MAcpdoNALD: I will ask just this one question. Do you expect because 
_of the new Toronto yard or otherwise to have a lot of real estate available 
in the near future. 


Mr. Gordon: Yes. 
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Mr. MacponaLp: And, nage aay made. cements for the disposition 
this real estate? Aes tseti ok 
Mr. Gorpon: The whole question tot this very large complex arch exis a 
down along Front Street on both railroads and covering aerial rights for both 
and property which may become surplus is under very careful study. That is 
as far as I can go as it would be premature for me to give an outline of what 
is in mind. However, I might say that it will be a big, big project and take a i 
long time in the preparation of it. a 
Mr. MacponaLp: Could you advise whether or not the Front street property . 
is owned by the Toronto Terminals or by yourself? 4 
Mr. Gorpon: These properties are owned by the Canadian National and a 
Canadian Pacific. Toronto Terminals, as I recollect it, is an operating company 
only. f 
Mr. DemcorE: Yes, Toronto Terminals is an operating company. 
Mr. Gorpon: It is owned by the two railways but itself does not hold real. 
estate. The division of the property was made many years ago and, generally j 
speaking, the property to the west of the station is Canadian National property 4 
and the property to the east of the station is Canadian Pacific property. That 
is subject to some qualifications but, broadly speaking, that is it. ql 
Mr. MacponaLp: So you cannot make any definitive statement at this time | 
in respect of the aerial rights or otherwise in downtown Toronto. a 
Mr. Gorpon: No, except to say it is a big project and is under examination. 


Die: 
a 
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(Translation) 4 

Mr. Marcoux: There is a question I would like to ask regarding the stations ' 
jointly operated by the Canadian Pacific and the Canadian National, and ih 
wonder if it would be in order to ask that question now; in any case, in order. 
to get an accurate idea, it concerns the Palais station at Quebec City which is 
owned by the Canadian Pacific. I am not asking for an immediate answer 
because I know it is quite a specific question and I can wait. Besides, we a 
going to have a committee to make a thorough study of the railways. 

I would like to know what is the percentage of passenger traffic of the Can- 
adian National, as compared with general traffic. I would also like to know whe 
percentage of the station building is used by the Canadian National. I want to 
know the total cost of operating that station, and finally, how much the 
Canadian National pay the Canadian Pacific for the use of the Palais station? 
I know that this is a specific question and that I can only get an answer later 
‘on, but anyhow I would like to know. At 


(Text) a 
Mr. Gorpon: Thank you. As you say yourself, we can only take notice of 
the question because it is very detailed and covers a lot of territory. But, we 


will take note of it and see what we can do about an answer for you. 
The CHAIRMAN: Would you proceed, Mr. Fisher. 


Mr. FISHER: Mr. Chairman, my question is along the lines of those pill 
by Mr. Irvine and Mr. Millar and relates to the policy of the railway rather 
than savings. From what you have said I would assume that you have had . a 
lot of analyses made of the London situation, that you have had cost a ; 
studies and this type of preliminary preparation. a 


Mr. GorpDon: Yes. Did you have in mind that we have an estimate of wht at 
we think the savings would be? ee 
Eins, 


Mr. FISHER: Yes. Also, I want to know further whether you have made any 
estimate in your cost benefit studies of what are referred to as social overh 
costs by some economists. I am thinking of the problem of 400 people ha 


- Mr. GorDOoN: Well, in regard to the latter point, of course, this intended 
losing of the London shops has been under long, long notice. Notice was le 
of it quite a few years ago. The current agitation arose out of our efforts, 
management, to do the remaining men a favour. It was because we were 
trying to benefit them that this whole thing got stirred up. It arose in this 
manner; some years ago the late Mr. Kyle, who was then our vice president 
of the region, in discussion with the unions informed them of what our plans 
i were for the London shop and made a statement that the final closing probably 


been regarded as a firm commitment. But, nevertheless, recently it has been 
Maiced with us as being a commitment and would we honour it. Our present 
| _wice president, in agreement with me, said we would honour the commitment, 
if they wanted us to but we also pointed out that many of the men have 


from London to employment at Toronto because in 1965 we believe that we 
will have need of men of that classification in Toronto in the diesel shops and 
i so on. 


Mr. DEMCOE: In the new hump yard shops. 


| Mr. GorDON: Yes, in the new hump yard shops there will be a need for 
them and they will be able to exercise their seniority and get these jobs. These 
| are good jobs and of the same kind they are doing now. So, we said, all right, 
at you will agree to speed up the closing and close in 1965, those jobs will 
i ‘be available but; of course, if you do not bid in on them we will have to fill 
them anyway and you will lose your place on the totem pole, so to speak. 
| We made that clear to them. This stirred up the agitation along the line that 
_ there was a commitment until 1966. Now, we are willing to carry that com- 
mitment out. However I do not think it is in the men’s interest that we should, 


| happens out of that. 

Vi _ On the other point, the total estimated savings in closing the London area 
shops is about $900,000 per annum for overhead and stores expenses. That 
| was phase I of it. No, I am sorry; that is the total. Furthermore, the property— 
and one of the other members was mentioning this—on whieh the shops are 
located has been appraised and we have an appraised worth from a real estate 
point of view, which is a little under $1 million or, say, $900,000, and we should 
| improve on that. 

Mr. FISHER: You are a director of Trans-Canada Air Lines? 

Mr. GorpDON: Yes. 


Ds Mr. FISHER: And, you are aware of the difficulties Trans-Canada Air Lines 
| has had in separating its shops from the Winnipeg area in an endeavour to 
; Move them to the Montreal area. 
Mr. GorDon: Yes, very much. 


; Mr. FISHER: And, you are aware that the question which has been raised 
| here again is the sole costs of the social dislocation and the problem in respect 
| of the employees real estate. Has any consideration been given, in view of the 
fact this is developing as an issue in respect of Trans-Canada Air Lines, in 
| London, and in other places to asking the government to set up a alien in 
this ae of situation—and, I mean a general policy—that will apply when 
Y airly large per aions are being closed down or transferred to orney localities. 


would not take place until 1966. Now, I do not believe that that should have _ 


~ seniority rights under the labour agreement and they could move before then 


and we have so informed them. But, we will do so and we will see what 
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Mr. FisHeR: Well, the reaction of the government in the Trans- Canada " 
Air Lines situation would indicate the government feels that in that particula r 
case there is a responsibility for the government to assist in the policy. . 


Mr. Gorpon: I gave up a long time ago trying to comment on what moti- | 
vates government action. 3 


Mr. FIsHER: I am not asking you to comment on what motivates govern- ] 
ment action. Will you not agree that the government has taken certain actions 
in connection with the Winnipeg transfer that had the effect of either postponing : 
or altering what actually was in the minds of Trans-Canada Air Lines manage- q 
ment. k 


Mr. Gorpon: I am not aware of any postponement, no. | 
Mr. FIsHER: Well, if you want to put it that way. q 


The CHAIRMAN: Would you proceed, Mr. Horner? Are you finished, Mr. 4 
Fisher? 


Mr. FISHER: Mr. Chairman, I would like to revert to this question of trans) | 
fers. When did it first appear to the Canadian National that the consolidation | 
of shop operations in eastern Canada, aside from the maritimes, in Montreal, f 
was the best solution from an efficiency point of view. j 


Mr. Gorpon: This goes back a long way. I think it was started— 
Mr. Rock: Mr. Chairman, are we on real estate? 

The CHAIRMAN: We are abandoning real estate. 

Mr. Luoyp: I have some questions on industrial development. 


Mr. Rock: There are some other members here who still want to deal : 
with real estate and to ask questions directly related to real estate. s 
The CHAIRMAN: I have been allowing questions on these yards on the 
premise that some real estate was being abandoned, but I am thinking, eg 


Fisher, that we are getting into another topic altogether. 


Mr. FisHER: Well, the point I am making is that a community such as 
Winnipeg may be presented with a fait accompli, such as T.C.A. in Montreal 
with the investment it has in its plant, and with the situation in which Canadian 
National Railways have made a very large investment in Point St. Charles 
shops, I am quite prepared to believe that if the move does not go forward it 
is going to cost Canadian National Railways money. However, at some of the’ 
preliminary stages before any commitments were made for expansions and for 
capital investment in the Montreal area, surely it is worth knowing whether, 
all these factors were considered and whether this is not a post hoc propter hoc e 
presentation. 


Mr. MAcDdonaLp: Explain! 


Mr. Gorpdon: Translation please! 


Mr. FISHER: I am suggesting that it is possible that this figure of the actua i 
gain to Canadian National Railways is a figure given after the event to justify a, 
a decision taken before the event. ag 


Mr. Gorpon: I was starting to say this: the real meaning of the closing 
of these small shops and the concentration in three major shops, namely i in 
Moncton, Montreal and Winnipeg, arises as a direct consequence of the discon- | 
tinuance of steam locomotive power. The steam locomotive, generally speaking, 
is a machine that travelled about 130 miles and then ‘needed attention 
repeat, about 130 miles. Therefore, you will find there are repair shops placed 
all across this country on the basis of the need of the locomotive. With the 
advent of diesel, all that changed and it became very much to our econor 
advantage to take advantage not only of the diesel’s ability to travel from 
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Montreal to Vancouver and back without any service apart from gasoline and 
oil, if you want to put it that way—tfuel oil—but also to set up the tools and 
whatnot in the main shops to take advantage of centralization. We are able to 
put in better types of equipment, employ better types of handling, and cen- 
tralize the actual need for the major repairs in three different spots throughout 
Canada instead of having a conglomeration of these various types of places, 
equipment and means of dealing with our repairs on a decentralized basis. 
It was basically an outcome of the giving up of steam locomotives that led 
to the discontinuance of these small shops. 


Mr. FIsHER: And in all the plans in connection with the shops in Montreal, 
all the cost factors were studied before, for example, Mr. Kyle gave the indica- 
‘tion to the shop people? 


Mr. GORDON: Oh, yes indeed. 
Mr. FISHER: In other words— 
Mr. Gorpon: It is part of a major policy. 


Mr. FISHER: —these are not figures you are coming up with only now? 
Mr. Gorpon: No, they are not figures to rationalize after the event. 


| Mr. FISHER: What is the problem in so far as seniority districts are con- 
i" in regard to the three main shops you now have? 


Mr. Gorpon: Problems in what way? I am not sure that I follow you. 


Mr. FISHER: Is the seniority held right across the board in all three shop 
centres? 


Mr. Gorpon: There are different kinds. 
Mr. Rock: Mr. Chairman, again, we will have labour relations and— 
The CHAIRMAN: Do you not think we should wait, Mr. Fisher? 


Mr. Rock: There are other items that we have already passed, such as 
railway operating revenues, railway operating expenses and capital expendi- 
|tures, under which these matters might have been discussed. 


| Mr. FIsHER: All right, in the face of Mr. Rock’s objection I will desist from 
this line of questioning. 


The CHAIRMAN: I think Mr. Fisher will agree that this should be reserved 
jto labour relations. 


Mr. FisHER: I will go into it later, but the question I would like to ask now 
on real estate—and I do not want an answer now but I would like a report 
within the next month or so—is in relation to the results of the representations 
you received from Fort William industrial development with regard to real 
estate holdings of Canadian National Railways in the lakehead area and par- 
ticularly in Fort William and its environs. 


The CHAIRMAN: Mr. Horner. 


Mr. Horner (Acadia): I would like to ask a couple of questions with 
regard to the Saskatoon development of real estate. Did the city request Cana- 
dian National Railways to move or was the move initiated by Canadian National 
Railways? 

Mr. Gorpon: It was the city which started the discussions in regard to 
their traffic problem in the city in order to see in what way we might be of 
assistance. It went through various stages. I remember one stage in which we 
were talking about either going over or under our tracks in order to relieve 
the bottleneck in the city, as you will recall, and we found the cost of that kind 
of thing made it out of the question. That led to various discussions and nego- 
\tiations about what was the best thing to do. That then led to the proposal 
to relocate our track. 


Ai _ under the heading that I have been discussing. 
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Mr. Horner (Acadia): Of the 24 acres that are now anes oe oS 
National Railways or will be owned by Canadian National agents! when 
tracks are taken up, has any land been sold? 

Mr. Gorpon: Not to my knowledge. I have a summary here of ine redeve 
opment program which would perhaps cover your main headings. We agreed 
first to a relocation of the Saskatoon railway facilities from the downto\ 
city yard and the Nutana yard to a new location southwest of Saskatoon 
Chappell, adjacent to the Canadian National main line. I think you know where 
that location is. Secondly, we agreed to the removal of trackage connecti ig 
the city yard to the main line. Thirdly, we agreed to a sale to the city of the 
right of way and a railway bridge over the South Saskatchewan river which 
was no longer required by Canadian National Railways as a result of the 
removal of the rail connection to the city yard, and the sale also to the city of . 
the street allowances across the yard. Fourthly, we agreed to the commerci L 
redevelopment of the city yard property following relocation of railway facili- 
ties at Chappell. a 

Fifthly, we agreed to the construction at Chappell of a passenger station 
scaled to present requirements, transferring thereto passenger station facilities 
now located in the passenger station building adjacent to the city yard; and, 
next, to a payment by the city of Saskatoon to the railway of $2,600, 000, 
$1,600,000 to be paid on July 1, 1963 and the remainder on July 1, 1964. Those 
a the main headings of the ‘agreement that we worked out and which, 28 

I said before, the city regarded to their advantage and we regarded to our 
advantage. My 

Mr. Horner (Acadia): Do you still own the 24 acres? q 

Mr. Gordon: No. 

Mr. Horner (Acadia): The city owns the 24 acres? 

Mr. Gordon: The city does, yes. You were asking about construction. { 
terminal commenced in May, 1963, and it is well in hand now. 

Mr. Horner (Acadia): Why then would you say, if the city owns the 
acres— 

Mr. Gorpon: Wait a minute; I think I am confused there. I think I ha 
become mixed up with regard to the 24 acres. 

Mr. DeEmMcoE: That is the downtown area. . 

Mr. Gorpon: Is that the portion we retained? a 

Mr. DemMcoE: No, that is the portion we sold. q 

Mr. Gorpon: No, I am right: we then invited proposals for commercial 
development of the 24 acres of city yard that I mentioned that was vacated by 
the railway; and we obtain the benefit of that. 4 

Mr. Horner (Acadia): Then you still own the 24 acres? Why are you 
obligated to redevelop this area? . 

Mr. Gorpon: For our own advantage. We are not obligated to do so but 
undertook to do so if we could. Which in turn would give the city more reven aS 
by way of tax producing commercial developments. E 

Mr. HoRNER (Acadia): I understood that the 24 acres were in the dow 
town area. . 

Mr. Gorpon: At the city yards. We have made some new tranaaqiiones ia 

and that is why I am hesitating. I know we sold two acres to the city, 
instance, as a site for the centennial civic auditorium, and there are 
other transactions of that kind pending; but the city has already bought 
acres, as nearly as I can see, of the 24 acres. The rest is what we are develo 
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Mr. HORNER (Acadia): I am sorry, but I have become more confused 
I have gone along. I do not want to delay this to any great extent but I 
vould like to clarify it. Are the 24 acres of which you are speaking here in 
the third paragraph in the downtown area or are they on the outside area 
near Chappell? ; 
_ Mr. Gorpon: Do you know the area, Mr. Demcoe? 
Mr. Demcoer: I remember from a year ago when the deal was first brought 
‘up that we sold certain areas for street purposes to the city. We retained the 
other property which is being developed by the developer. So there are two 
different parcels of land. 

Mr. Gorpon: Where is the city yard? 

Mr. DemcoE: The city yard is actually surrounding the station where 
the industrial area is opened. ; 
Mr. HORNER (Acadia): That is the old yard about which you are speak- 
ing now? 
_ Mr. Gorpvon: The old city yard. 
_ Mr. Korcutnsxr: That it not the new yard. 


Mr. HorNER (Acadia): You have retained 24 acres? 


Mr. GORDON: We did, but I do not know if we still have the 24 acres 


because I do know that two acres have been sold back to the city for this 
civic development. 


_ Mr. Horner (Acadia): All right; now I am clear. 


_ Mr. Gorpon: This development here—I want to confuse you some more!— 
about which we have been talking does not necessarily cover the balance of 
the 22 acres. You see what I mean? It is only a portion of it. My recollection 
is that the development is not more than about 13 acres, so we still have some 
property for sale. 

_ Mr. Horner (Acadia): In the agreement for which the city paid you 
$2,600,000, are you obligated to develop all or part of this 22 or 24 acres, or 
can you put it up for sale? ) 

Mr. Gorpon: We can put it up for sale in any way we like but there is 
a gentlemen’s agreement that we will try to develop it as a commercial 


centre, but there cannot be an obligation because we have never undertaken 


to erect any buildings ourselves. 


_ Mr. Horner (Acadia): But you have encouraged the construction of the 
new buildings in Edmonton and the new buildings in Montreal? 


Mr. Gorpvon: That is what I mean; we did advertise the property and we 
have this developer to put up the building. We have encouraged him by taking 
some of the rental space ourselves. In other words, we are trying to develop 
that area, and that was our understanding with the city. However, there is 
no legal obligation upon us. 

_ Mr. Horner (Acadia): You mentioned that it is not the policy of Canadian 
National Railways to construct buildings. I am thinking of the Calgary hassle 
Concerning Canadian Pacific Railway. Is this the same policy as the policy 
of Canadian Pacific Railway? : 

_. Mr. Gorvon: I am not going to talk about the policy of Canadian Pacific. 


_ Mr. Horner (Acadia): But your whole recommendation to this committee 
in this annual report is based on the desire to be put upon an equal footing 
or upon the same basis as Canadian Pacific. All I am trying to find out is 
whether this policy is similar to the policy of Canadian Pacific. 

Mr. Gorvon: Not necessarily. I can cover it in this way. I mentioned earlier 
that as a matter of policy in Canadian National Railways we do not buy real 
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estate for the purpose of speculation, even if we think that by reason of put 
in the railway the property will have an enhanced value ten years hence. 
do not buy it solely for that purpose. We only acquire property incidenta 
railway purposes. Now, Canadian Pacific Railway would do that, I belie 
I believe they would buy property for speculative purposes. I do not want 
be in a position of giving evidence for them, but I believe they do that. 
Mr. Horner (Acadia): All I wanted was an answer to the question, and 
I thank you for it. i 
In the sale of the 22 acres which are left—you have sold two and I presume 
the city obtained a clear title to those two acres? 4 
Mr. Gorpon: Yes. I think it is well known what they paid for it; that is 
a matter of public information. ; a 
Mr. Horner (Acadia): The point Iam trying to clarify is this. What is the. 
policy of Canadian National Railways with regard to the sale of land such as 
this? Do you put it up to the highest tender? Do you take tenders on it? Or 
do you just make a good business deal? q 
Mr. Gorpon: We try to stir up interest in it. You see, we have advertised 
various properties and let it be known that they are available, and we hav ve 
had no answers at all; or we have had answers for a purpose that we did not 
approve, a purpose that we did not like, and we would not necessarily be com- 
mitted to that kind of thing. It is not a tender in that sense; we are not co n- 
mitted to it. We may obtain two or three proposals, and in that case we would 
look over the proposals and select the one that we felt made the most advan- 
tageous use of the property and also accrued most in the Canadian National 
interest. 
Mr. Horner (Acadia): But it is not a basic policy of Canadian Nation 
Railways, whenever it has land to sell or space above the track, to put that 
out for tender or anything of that nature? 4 
Mr. Gorpon: No, not generally. This whole effort on our part is a matte! 
of very recent development. For years until recently the land lay there and 
was not actively stirred up, so to speak, to get interest in the promotion of 
This is a policy that we have adopted in order to try to utilize—depending 
upon the point of view—either spare lands or waste lands. 4 
Mr. Horner (Acadia): I agree with this idea. But would you say that the 
system of tenders would not improve your price in any way, shape or form’ 
I am thinking of the 22 acres left in downtown Saskatoon. a 
Mr. Gorpvon: No, it is not possible to put it out for tender in that sense. | 
would not do that. I want to see the land used to the best advantage of the 
railway. Therefore, we ask people who want to get that land to give us a proposa, 
as to how they propose to use it. If we should just sell land to somebody, 
he might buy it and hold it for ten years and do nothing. We do not want 
see that happen. We want to see the land developed. ‘a 
Mr. HorneER (Acadia): I think that the city would have bylaws to provide — 
that construction must start within such and such a date. a 
Mr. Gorpon: I would doubt it. You cannot force a person to use a p 
of land that he owns. 
Mr. Horner (Acadia): It may be different in Alberta. 
Mr. Gorpon: I would be surprised if there was such a law. 
Mr. Luoyp: I was trying to get an answer like this earlier. 
The CHAIRMAN: I will give you a chance later. . . , 
Mr. Luoyp: The answers are very interesting. 
The CHAIRMAN: Mr. Crossman. ae 
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_ Mr. Crossman: I am endeavouring to get a few answers on behalf of people 
rho have been questioning me lately. I come mainly from near the riding of 
Moncton, Westmoreland. Was the development at Moncton similar to the 
arrangements which you described to us which took place in Saskatchewan and 
at Montreal? 

_ Mr. Gorpon: It was the same general idea, yes. We made land available 
to the promoter. He had a plan which we approved, and he is working on it now. 


Mr. Crossman: In the first paragraph under real estate it says: 
Urban development projects were advanced in several centres 
across Canada in 1963 in accordance with the system’s program to 


redevelop its real estate holdings in co-operation with municipal 
authorities and private developers. 


Mr. GORDON: Yes sir. 
Mr. Crossman: Does that mean in co-operation with one or the other 
or with both? 
Mr. Gorvon: It means in co-operation with each and both. Often we have 
first of all to talk to the municipality to get suitable zoning arrangements, 
because the land might have to be zoned for industrial purposes rather than 
for residential purposes. Then, when we get that protection, we may talk to a 
private developer, or it may be that a private developer will approach us first, 
and we both consult with the city. 
| Mr. CROSSMAN: Was the city of Moncton approached? 
| Mr. Gorpon: Yes, very definitely. 


| Mr. CrossMAN: Does the firm which leased the land and is going ahead 
with construction have more buildings to construct, or is that it? 

Mr. Gorvon: No, there are more buildings to be constructed. Terminal 
Centre Corporation, that is the name of the developer is now negotiating with 
respect to dividing and subleasing the property for the purpose of a large 
supermarket and other commercial establishments around the station area 
when the area is cleared, and we are hopeful that such development will 
oroceed. 


Mr. CRossMAN: That would cover land left vacant by the destruction of 
old buildings? . 
_ Mr. Gorpon: Yes, that is the intention. That is what we would like to 
see. Whether it works out, and whether the people concerned are prepared to 
out their money into it and go through with it is the question. 
__ Mr. Crossman: There is vacant land available? 
Mr. GorDOoN: Yes, and it is under discussion now. 
Mr. HORNER (Acadia): I have one more question. You have been very 
datient at other times, Mr. Chairman. I wanted to get it clear in my mind 
roncerning the Saskatoon deal. Am I correct in saying that the city paid $2,600,- 
00 for the removal of the tracks and the use of one bridge, I think? 
f Mr. Gorpon: It was for all the agreement that I outlined. It was for the 
vhole package. 
_ Mr. Horner (Acadia): Yes, but in a sense you have most of the land left? 
Mr. Gorpon: Yes. 

Mr. Horner (Acadia): So in a sense this is what the city paid in order 
0 alleviate a traffic problem, $2,600,000, and the use of one bridge. I am 
eneralizing quite a bit here. 
Mr. Gorpon: This compensated us for relocation to a new point. 


_ Mr. Horner (Acadia): It was a really good deal on your part? 
— 21172—11 
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Mr. Gorpon: I think so. 
Mr. Horner (Acadia): You realize thet (Seo Atnon is hs third te 
growing city in Canada, but they would not have that kind of traffic probl 
for some years to come. 
Mr. Gorpon: They think so. This question was thoroughly Aebathd | ia 
council, and as a matter of public information, over a long, long time, and it 
was approved by all concerned as being a good deal. I 
Mr. HorNER (Acadia): I think you made a good deal, but I do not th nk 
that the city did. 
Mr. Gorpon: Thank you. Put that on Hansard, please. q 
Mr. Stenson: Have you any plans for development at Peterborough? 
Mr. Gorpon: I could not answer offhand. I would have to check the records. 
I do not recall any Peterborough development at the present time. a 
Mr. DemMcoE: There is not too much, just the station area and the right of 
way through the community. re 
Mr. Stenson: Have you bought property outside of Peterborough? : 
Mr. Demcor: Not that I know of. 
Mr. Stenson: If the Canadian Pacific had bought property would | you 
work with them in a development there? yl ; 
Mr. Gorpon: It would depend on what it was. 4 
Mr. STENSON: I suggest it might be to take the central station out oa) 
centre of the aes We have a small Hy. with perhaps 150 level crossiea 


Be. 


not like to say Sead 
Mr. STENSON: There is land being purchased just outside the city, ang 
understand the Canadian National Railways are purchasing it. er 
Mr. Gorpon: I do not recollect it, but it could be. 
Mr. STENSON: Do you work with the Canadian Pacific in these proj 
around small cities? 
Mr. Gorpon: I cannot remember a case where it has been feasible. 
certainly there is no policy objection to it. Whenever a joint interest is invol 
certainly we would work jointly with the Canadian Pacific. . 
Mr. SoutHAmM: I have just one question to ask for general informa 
under real estate. We have heard recently about a proposal to remove 
Union Station at Ottawa to some other area. Are you co-operating with 
Canadian Pacific in this project? 
Mr. GorpDon: Yes. It has all been worked out under the direction ¢ 
federal government. The relocation comes about in connection with 
national capital development plan of the government over many years, thre 
their agency, the federal district commission. I believe it is now known as 
national capital commission. They have developed a plan which involves ot 
the Canadian National and the Canadian Pacific, and the station is to 
relocated. The plans have been agreed to. . 
Mr. SouTHAM: Is there any time set for completion of this plan? 
Mr. Gorpon: It is intented to be completed before the centennial | ie 
anyway, about 1966. It is part of the centennial approach. 
Mr. SouTHAM: Thank you. 
Mr. Brown: There have been some questions asked about real 
development. I would like to ask a question about industrial developme: 
The CHAIRMAN: Very well. 
Mr. Rock: No, not unless there are no more questions on real estate. 
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[r. LLovp: I suggest that we now go to the subject of industrial develop- 
t. I have no further questions on real estate. 
The CHAIRMAN: I sense the feeling of the committee. Very well, Mr. 


Mr. Brown: Can you tell me whether there is railway development 
p inned at Brantford, Ontario, at the present time? 


_ Mr. MILLaR: No, no. That is a depressed area. 


Ms 
hs 


_. Mr. Gorpon: The railway developments we refer to are not really railway 
developments. We are merely speaking of 356 plants of various types of 
Operation which have located at points adjacent to our lines. That is all. They 
‘are not our developments. 


ee Mr. Brown: Do you mean that they are municipal developments? 


Mr. GorRDON: No, private companies, factories, manufacturing plants, 
warehousing, or anything of that sort. Through our Industrial Development 
lepartment we try to induce people. If we hear of someone who is thinking 
f relocating his plant, or going into a new business. If we hear about it we 


call upon him and endeavour to persuade him that location adjacent to the 


Canadian National is the best place for him. But it is entirely his development 


. BROWN: Has there been a private complex established there in 1963, 
know, approaching new industrial firms? 


. Gordon: In Brantford? 

_ Mr. Brown: Yes. 

‘ Mr. Gorpon: Do you know, Mr. Demcoe? 

‘ Mr. DEMcOE: No, I have no information about that here. 


ae Mr. GorDOoN: We have mentioned in our report that we have provided 
248 private sidings for these new plants and expansions. I do not have the 
st of where they are at the moment. We service Massey-Ferguson plant near 
rantford. 


Mr. Brown: Yes. 


Mr. Gorpon: That is a good example. Some years ago Massey-Ferguson 
é S considering locations at four, five, or six different places, and through our 
fforts—mind you, we cannot prove it—we approached them along, I am sure, 
ith our competitors, and we showed them the advantages which were theirs 
y such a location adjacent to our line. I would not claim credit for it, but that 
the direct result of it. It certainly was significant that they should decide 
upon Brantford after we talked to them. 


ae 


_ In our Industrial Development Department we have a service whereby 
e analyse almost any place in Canada to which we provide service, and we 
give information about the characteristics of that particular place. It may be 
as to the availability of labour, as a source of good water, the availability of 
wood, or it might be anything affecting that particular area. Then when we 
hear of people looking for a location, we get in touch with them and provide 
brochure giving all the available information that we can about particular 
aes that we have in mind. 

_ Mr. Brown: Do you find that many industrial firms are making use of your 

ities? 
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Mr. Gorpon: Yes, we have quite a number of requests along that. ; 
The CHAIRMAN: Does that conclude questioning on the paragraph “indus S- 
trial development’? eee 
Mr. Luoyp: No, I have been waiting for an opportunity. 
The CHAIRMAN: Very well, Mr. Lloyd. 
Mr. Luoyp: My questions previously had to do with real estate. 
The CHAIRMAN: Do you wish to put more questions on real estate? 
Mr. Luoyp: I wish to put questions concerning industrial development. 
I noted in the report, Mr. Gordon, that the “Canadian National continued to 
provide existing and prospective customers with a comprehensive industrial 
location service aimed at attracting new resource, industrial and commercial 
development in areas served by the system.” In this field of industrial develop-— 
ment you of course would be looking also towards generating railway traffic, 
Do you endeavour to generate traffic through promotional work abroad in ye 
Canadian National Railways? g 
Mr. Gorpon: Abroad? 4 
Mr. Luoyp: Yes. 
Mr. Gorpon: In the United States, for example? 
Mr. Lutoyp: Or Great Britain or France? 
Mr. Gorpon: Yes, wherever we hear of an interest being expressed, | 
have through our various offices abroad a means of keeping in touch with 3 it 
Mr. Luoyp: Does the Canadian Pacific have an advantage over you - in 
that respect? a 
Mr. Gorpon: One fine example, as Mr. Vaughan has reminded me, is tt 1€ 
plant at Truro, the carpet plant there, which came about as a direct result of 
our talks with the people concerned. a 
Mr. Luoyp: You mean that it came about through the promotional effort rts 
of the Canadian National? a 
Mr. VAUGHAN: We think so in this case, but we do not claim all the cred i 
There was something done by our people in London. a 
Mr. Luoyp: You will agree that I was correct in the way it was sa iid 
May I ask if Industrial Estates entered into this deal? a 
Mr. GorDon: We were in contact with them. We talked to them and jem 
strated that Truro was a good place. We gave them all the information al 
we could, and some time after we had done that, whether there was somebods 
else or not, I do not know— 4 
Mr. VAUGHAN: Industrial Estates in Nova Scotia of course had a lot to do 
with it. . | 
Mr. Luoyvp: Does the Canadian Pacific have an advantage over you in gen 
erating traffic since they operate the Canadian Pacific Shipping Lines? 
Mr. Gorpon: Yes, I would say perhaps, but again perhaps not as much 
as might appear to be the case, because we have close contact. with other ship 
lines, and it may be for that reason, through those contacts, that we do 
as well. But I think you could take it as a superficial assumption that because 
Canadian Pacific run their own shipping lines they get a measure of traffic: 
a greater extent than we do. : 
Mr. Luoyp: Have you ever attempted to make some kind of agreemet 
with the shipping lines? ; 
Mr. Gorpon: Oh, yes, we have agreements with various lines. - 
Mr. Luoyp: Do these agreements provide for the payment of subsi { 
toward their operation? — 
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Z Mr. GorpDon: No. I am not aware of any in that regard. These are simply 
business associations whereby they direct traffic to us and we direct traffic 
to them. 

Mr. Luioyp: Recently I made an inquiry directly to your office in Montreal 
through the Department of Transport. I believe many years ago there was a 
payment of $100,000 and whether it was per annum or not I do not know. 

Mr. VAUGHAN: I answered that letter. 
Mr. Luioyp: The payment was made to the Cunard company. 
Mr. VAUGHAN: I answered the letter to which you are referring. 
Mr. Luioyp: I do not know whether you answered it or not. I am only 
allowed to ask questions here. 


. Mr. VAaucHAN: All I am saying is that you said you directed a letter to 
us through the Department of Transport and I answered the letter. Mr. Gordon 
may not have seen the letter. That is all I am saying. 

Mr. Luoyp: I do not care whether he saw it or not. If he wants to ask you 
to answer the question that is fine. I understand some years ago there was 
$100,000 paid to the Cunard Steamship Company to maintain the traffic to 
Halifax; is that correct? 

_ Mr. Gorpon: I received no such letter. Do you remember Mr. Vaughan 
answering a letter you received along those lines? 

| Mr. Vaucuan: Yes. I had an inquiry from the Department of Transport 
asking me to endeavour to look back in our old records to find out what this 
situation involved. We went back in our records to the 1920’s. 

Mr. LuoypD: We have established the fact that you are aware of this situa- 
tion? 

Mr. Vaucuan: Yes, I am aware of it. I do not have the letter here. There 
are thousands of letters received. 

_ Mr. Luoyp: Yes, and there will be thousands of questions until we get the 
right answers. 

Mr. VAUGHAN: What is your question? 

Mr. Luoyp: My next question is, as I understand from the correspondence, 
Mr. Vaughan, you are familiar with this subject? 

Mr. Vaucuan: I do not have the letter here. I went to quite a bit of trouble 
to get the information for you. 
- Mr. Lioyp: You do not recall any of it? 
Mr. VAUGHAN: Yes, I do. I recall it but I do not have the letters here. 


_ Mr. Luioyp: If you will just wait for the question you may be able to 
answer it, 
is Mr. VAUGHAN: Well, let’s hear it. 
| Mr. LLoyp: Was there then a payment made to the Canadian Pacific Rail- 
way in the form of an annual subsidy to produce traffic? 
| Mr. VAUGHAN: This situation was back some time ago, as I remember it; 
and if you have the letter there perhaps I can refresh my memory. 
| Mr. Luioyp: I have not got the letter. I am not spying on you, I am 
looking for information. 
Mr. VAUGHAN: Let us have your question and I will endeavour to answer 
it. If I cannot do so I will get the information over night and give it to you. 


| Mr. Gordon: I have not heard the question yet. I do not know what your 
auestion is. 
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Mr. Luoyp: I am trying to establish Uiethier “anenele. ins d 
abroad today you do make such payments, as you did years ago, to. steams. 
lines for the purpose of maintaining service to particular points at the 
of your lines in an attempt to develop traffic of an international nature. 


Mr. Gorpon: I do not think so. i 
Mr. Vaucuan: This information is part of history and goes away back. 4 
Mr. Luoyvp: You do not do that today in any event; is that right? i 
Mr. Vaucuan: I do not think so. We do have an association with Cunard 


Mr. Gorpon: Yes, we have an arrangement with Cunard and we have 
an arrangement with the Manchester line. When we were operating ¢ 
Canadian National West Indies Steamships there were certain subsidies 
were payable in that connection. I cannot recollect any direct payments su 
as you mention for the purpose of obtaining traffic. I am not aware of any. 


Mr. Litoyp: Perhaps Mr. Vaughan could advise you of the letter he 
indicated he wrote covering the history. a 


Mr. VAUGHAN: I do not have it with me. 


Mr. Luoyvp: Surely I am entitled to say that there was such a practice in: th 
past in view of the fact I have been informed of this by your department? fl 


Mr. VAUGHAN: That is correct. 


Mr. Luoyp: I was so informed through the Department of Transport 
I am simply asking you whether that practice is being continued today. 


Mr. VAUGHAN: Not that we know of, no. 


Mr. Luoyp: I prefaced this remark by asking you whether the C.P.R. 
an advantage over you in the generation of rail traffic because it ope 
steamship lines, and your answer was that you thought generally one w 
say this was so. Did you ever contemplate perhaps adopting policy si 
to the Canadian Pacific Railway, establishing steamship line services w 
would generate traffic on the railways? \ 


Mr. GORDON: Yes. 

Mr. Luoyp: Is that economically feasible? 
Mr. GoRDON: We do not think so. 
Mr. Litoyp: You have made extensive studies before establishing t 


Mr. GORDON: Yes. 
Mr. Luoyp: You compete with C.P.R. operations in Saint John? 
Mr. GORDON: Yes. 

Mr. Luoyp: The C.P.R. ships call at Saint John? 
Mr. Gorpon: Is that an assertion or a question? 


Mr. LuLoyD: I presume a good deal of traffic you carry to and from 
John is carried by C.P.R. ships. 


My next question deals with eke paragraph headed “Industrial De V 


erate and major warehousing and distributing facilities in locations serve 
the Canadian National freight services. 


You mentioned a minute ago there was one in Truro. How mary fe) 
396 Ss steel aacarah took place in Nova Scotia, for asad 


might a as well edict it tall. 
Mr. Lioyp: Do you have them by regions? 
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ence P Rewian 88 in tine Great Lakes Reson: bain the Prairie Region; 
in the Mountain Region, for a total in Canada of 356; 42 in the Grand Trunk 
tern Region, for a total for Canada and the Grand Trunk Western Region 
98. 

Mr. Lioyp: I suppose many of these were developed in association with 
ers, that you made your contributions to the effort to bring about these 
bvelopments and these were not all solely yours? 


_ Mr. Gorpow: No, I have not claimed this is solely as a result of our actions. 
Ww make efforts to interest people to come on our line to the fullest extent we 


e “Mr. Luoyp: Do you have a research department which inquires into the 
otential industrial developments of any region or do you rely mainly on 
sromoting the information about the region you are serving? 


Mr. Gorpon: If I might ean the first sentence in our report at page six, : 


Canadian National continued to provide existing and prospective 
customers with a comprehensive industrial location service aimed at 
attracting new resource, industrial and commercial development in 
areas served by the System. 


Mr. LiLoyp: Yes. In respect of this comprehensive service which you pro- 
I was wondering if you included research studies which would indicate 
ntial industrial possibilities? 
‘Mr. Gorpon: Well, that is the purpose of it. There is a market research 
ciated with this, ead we will try to produce any information we can to 
ourage people i locate on our lines or adjacent to them. 
Mr. Luoyp: I suppose a good deal of this potential data you need is avail- 
to you from other sources as well? 
_ Mr. Gorpon: Oh, yes, it comes through all sorts of sources. 
Mr. Luovp: And, you attempt, through this department, to co-ordinate 
is information? 
ra Mr. Gorpon: Yes. This information comes through trade journals, munic- 
palities and all sorts of things. 

_ Mr. LLoyp: Do you promote interest in this abroad? 
pO: Wes: 


enon Yes. 


. VAUGHAN: There was such a survey done in Halifax, which you may 
member. 


Mr. Liuoyp: Which one was that? 


| Mr. VaucHan: One of these industrial surveys we are speaking of. It is 
art of the public record down there and I would be glad to send you one if 
u want to read it. 


om Mr. Lioyp: I have seen the one you are talking about but it is not it that 


eee 


was questioning; it does not go as far. It is a general statement. 

_ Mr. Vaucuan: I was wondering whether that was what you are talking 
out. 

par. Luoyp: This is a well put together document, and contains a statement 
ff ¢ Opportunities that exist within established operations. 

Mr. GORDON: Yes. 


|e The CHAIRMAN: Would you proceed, Mr. MacEwan. 


Mr. MacEwan: I oo es ce be . gasthed . 
Mr. GORDON: Yes. There have been quite a few done in Nova 
Mr. Luioyp: I was wondering how effective they are? oe 
The CHAIRMAN: Shall we carry this item? 

Some hon. MEMBERS: Carried. 

The CHAIRMAN: Tomorrow we will meet at 10 o’clock. 
Mr. HornER (Acadia): How about 9:30, Mr. Chairman? 
The CHAIRMAN: No, we have a steering committee meeting at 9: 30. 


The committee, adjourned. 
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MINUTES OF PROCEEDINGS 


THURSDAY, June 18, 1964. 
(6) 


The Standing Committee on Railways, Canals and Telegraph Lines met 
ut 10:00 o’clock a.m. this day. The Chairman, Mr. Jean T. Richard, presided. 


ae 


Members present: Messrs. Balcer, Beaulé, Bell, Brown, Cadieu, Cantin, 
sowan, Crossman, Crouse, Fisher, Grégoire, Guay, Horner (Acadia), Howe 
Wellington-Huron), Irvine, Kennedy, Lamb, Lloyd, Lessard (Saint-Henvri), 
Macdonald, MacEwan, Marcoux, Millar, Pascoe, Prittie, Regan, Rhéaume, 
tichard, Rock, Southam, Stefanson, Stenson (32). 


1 


_ Also present: The Honourable John Whitney Pickersgill, Minister of 
“ransport. 


In attendance: From the Canadian National Railways: Messrs. Donald 
on President, R. T. Vaughan, Secretary, J. L. Toole, Vice-President, 


\ecounting and Finance, J. W. Demcoe, Vice-President, Transportation and 
faintenance. 


e The Committee resumed consideration of the 1963 Canadian National 
ilways Annual Report, section intituled “Operations”, 


On motion of Mr. Grégoire, seconded by Mr. Beaulé, 
| _ Resolved: That section intituled “Operations” of the 1963 Canadian 
ational Railways Annual Report be adopted as read. 
_ Then the Committee began consideration of section intituled “Freight 
ervice’’. 
_ And the examination of the witnesses continuing, at 12:20 o’clock p.m. 
1e Committee adjourned until 3:30 o’clock p.m. this afternoon. 


rs AFTERNOON SITTING 
i (7) 


The Standing Committee on Railways, Canals and Telegraph Lines recon- 
ned at 4:12 o’clock p.m. this afternoon. The Chairman, Mr. Richard, presided. 


_ Members present: Messrs. Beaulé, Béchard, Bell, Cadieu, Crossman, Emard, 
Sher, Horner (Acadia), Howe (Wellington-Huron), Irvine, Kennedy, 
orchinski, Lachance, Lloyd, Lessard (Saint-Henri), MacEwan, Marcoux, 
atte, Millar, Pascoe, Regan, Rheaume, Richard, Rock, Stenson (25). 

_ In attendance: The same as at this morning’s sitting. 


The Committee resumed consideration of section intituled “Freight Seryv- 
*s” of the 1963 Canadian National Railways Annual Report. 


, On motion of Mr. Lessard (Saint-Henri), seconded by Mr. Beaulé, 


_ Resolved,—That the Committee sit at 7:30 o’clock p.m, instead of 8:00 
‘lock p.m. this evening. 


On motion of Mr. Rock, seconded by Mr. Millar, 
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Resolved,—That section intituled “Freight Services” of the 1963 Ca 
National Railways Annual Report be adopted as read. ECan eee ole 
And the examination of the witnesses continuing on section intit 
“Passenger Services’, at 5:53 o’clock p.m. the Committee adjourned until 


o’clock p.m. this evening. 


EVENING SITTING 
(8) 


The Standing Committee on Railways, Canals and Telegraph Lines re 
convened at 7:42 o’clock p.m. this evening. The Chairman, Mr. Ric 
presided. oe 

Members present: Messrs. Beaulé, Brown, Cadieu, Cowan, Fisher, Gran; 
Horner (Acadia), Howe (Wellington-Huron), Kennedy, Lachance, Lamb, Lloye 
MacEwan, Matte, Millar, Pascoe, Prittie, Rhéaume, Rock, Stefenson, Stenson 
Tucker, Irvine—(23). a 

In attendance: The same as at this morning’s and as at this afternoc 
sittings. a 
The Committee resumed consideration of the 1963 Canadian Nationé 
Railways Annual Report. Soe 

Sections intituled “Passenger Services”, “Telecommunications” and “Hotels 
were carried unanimously. = 

On section intituled “Personnel and Labour Relations”, at 10:33 o’clo¢ 
p.m. the Committee adjourned for lack of quorum, until 9:30 o’clock tomorroy 


| a 

Fripay, June 19, 1964. 

(9) a 

The Standing Committee on Railways, Canals and Telegraph Lines me 

at 9:37 o’clock a.m. this day. The Chairman, Mr. Jean T. Richard, presided. 


Members present: Messrs. Armstrong, Beaulé, Béchard, Bell, Cadie 
Cooper, Cowan, Crossman, Emard, Fisher, Granger, Grégoire, Horner (Ac l 
Lachance, Lamb, Latulippe, Lloyd, MacEwan, Matte, Millar, Pascoe, Pritu 
Rapp, Rhéaume, Richard, Rock, Southam, Stefanson, Stenson, Tucker—(ol 
Transport. a 

a 


In attendance: From the Canadian National Railways: Messrs. Dons 
Gordon, President, R. T. Vaughan, Secretary, J. L. Toole, Vice-Pre 
Accounting and Finance, J. W. Demcoe, Vice-President, Transportation 4 


Also present: The Honourable John Whitney Pickersgill, Ministe 


Maintenance. = 
The Committee resumed consideration of the 1963 Canadian Natio: 
Railways Annual Report. aa 
Sections intituled “Personnel and Labour Relations” and “The O itloc 


were carried unanimously. } 
The complete 1963 Canadian National Railways Annual Report was carl 
unanimously. i 
The following were also carried unanimously; namely: The 
National Railways Auditor’s Report to Parliament for the year 
December 31, 1963; The Canadian National Railways Capital and C 


+ 


Maxime Guitard, — 


for the ‘sitting of June 19, 1964 was recorded by an electronic reco 
par aratus pursuant to a recommendation contained in the Seventh Report 


scial Committee on Procedure and Organization, presented and con- 
on ae 205 1964. y 
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THURSDAY, June 18, 1964. 


_ The CHAIRMAN: Gentlemen, we are now concerned with operations, but 
before proceeding I would like to remind you that we have three meetings 
| ay and the hope has been expressed that we may finish our business 
day. If we stick to our business and do not wander far afield we may be 
e to do so. 

Mr. Horner (Acadia): Do not look at me, Mr. Chairman! 


The CHaIRMAN: I have been accused of allowing some members to run 
afield. I think we can complete our business today if we stick to the 
tinent matters. I hope by diligent attention to the matter before us, which 
he annual report of Canadian National Railways, we can complete our 
k today, or tomorrow at the latest. ; 
Our discussion now will be concerned with the item dealing with opera- 
is, on page six of the report. Are there any questions on this? 


_ Mr. PAscor: In relation to operations, the report speaks of the car repair 
shop under construction in Saskatoon. Will that accommodate the car repairs 
for a large part of the western area? 

bt Mr. J. W. DEMCcOE (Vice President, Transportation and Maintenance): 
That will take care of the running repairs of any cars. Any cars in bad order 
he Saskatoon area will be repaired in this new shop we are building. 


Mr. PascozE: When you refer to the Saskatoon area, how large an area 
you mean? 

Se Mr. DEMCOE: I am referring to all trains coming in or going out of 
Saskatoon. 

_ Mr. FisHer: With regard to operations, I would like to get into a sub- 
which is familiar to you, Mr. Gordon, and to Mr. Demcoe; that is, the 


tion of run throughs. 
I had thought that as a result of what took place last August the plans 


garding run throughs have been postponed rather indefinitely. Early last 
nth I received word that one was planned with engine crews for Nakina 
I have since, through railway union representatives, received a letter 
ten by Mr. Warden from the office of Mr. Bloomfield, the manager for 
reol, Ontario, on May 21, 1964, to the General Chairman of the operating 
therhood. I would like to put on record a couple of paragraphs from that 
Te : 
a You will recall that at our meeting in Toronto, May 20th, the 
problem of the impending shortage of firemen at Nakina was discussed 
- in some detail. 

a As you are aware, the only solution open to us within the current 
agreement is an application of article 39, rule A, as amended by 
- Memorandum of agreement signed at Montreal, Quebec, February 1, 
_ +1955 (referred to as the union dues agreement) which would force the 
senior demoted engineers on the promotion district to Nakina for as 
__ long as the shortage exists. 


undesirable to them for indefinite periods of time imposes a hardship 
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In our discussion is was recognized that forcing men to locations 


Se 
ee ; ue 


advantage of the resultant greater flexibility. We have been trying to work very 


the advent of the movement of the crops, we held up the plans that we hi 


ae management relations. 

We would like to propose an alternative that eliminates ieee he 
ship and at the same time provides a solution to the uncertainty sul 
rounding the long term future of Nakina. The proposal in brief is thé 
run through operation be gradually and progressively introduced be 
tween Hornepayne and Armstrong as attrition and/or increased traffic 
render the employees presently located at Nakina unable to handle it. — 

In other words, the men presently located at Nakina would rema 
at Nakina and be permitted to earn maximum monthly mileage, b 
work which they could not handle on a year round basis within mileage 
allowances would be manned by Hornepayne men from Hornepayne + 
Armstrong. Logically trains 1-2-9 and 10 would be introduced first 
with other trains following in order of preference working conditions 
as attrition at Nakina and/or increased traffic dictated. 


There are several other paragraphs, but those are the ones I would like 
to have included in the record. That is signed by R. A. Warden, opera 
manager. : 

There are two factors involved in this, Mr. Gordon, about which I well 
like to know more. One is the whole question of the railway plans with regarc 
to those parts of the system where there is a shortage of firemen and those 
parts of the system where there is a surplus; that is, what you plan to do about 
this, particularly from the point of view of bringing on your supply of 
engineers. 

The second question is: Where do Canadian National Railways stand on 
run throughs, particularly for front end crews, on its whole system in westerr 
Canada and in the area I mentioned? sf 


1% 
Mr. GorDon: This is one of the operational and transitional problems th 

is very live and arises, as you know, basically out of the new operating requir 

ments that have emerged. We have put in the diesel locomotive and taker 


closely with the labour representatives in each particular area, and our loc 
officials have been trying to work it out on as reasonable a basis as possible b { 
it is, as I say, a transitional problem that will eventually have to be met. With y 
I 
for last year. We were so occupied with the new difficulties in regard to the 
movement of wheat that we just put the whole thing aside for that period, bu 
it is something that will have to be worked out because we must arrange the 
operational aspects of it to fit the requirements of running the trains. a 

In regard to the supply of enginemen—TI should say that they will not 
necessarily come from the firemen. We will have a system of training that will 
produce engineers for us as and when required. But since this is an operationa 1 
matter, Mr. Demcoe, perhaps you can add something to what I have just said. 


Mr. DEMCOE: I think you have covered the situation. a 


Mr. FISHER: At certain points in your system I understand almost half the 
trains are running without firemen now. This is part of the general agreeme! 
However, at other places, there is a surplus. There are firemen available to 
called. In the Nakina situation, you have the shortage of firemen being p 
forward as one of the reasons for introducing a run through. Obviously t 
shortage could be met very easily by allowing some of the firemen from sO! 
of the surplus areas to be transferred up there. 

I gather from my conversations with the employees—and, as you know, the 
are informal, they are random, and there is nothing coherent about them- 


certainly sense that their view is that they would much prefer this to havi 
run through. 
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eee Phere are iigutticient enginemen at N pine In order to get Hien 
(Salle to send our firemen who are classed as enginemen at ea 


_ Mr. FIsHER: But then the people who are at Nakina do not want to find 
mselves in a run through either, and here again we are back to the question 
brought up repeatedly, Mr. Cordon. In these smaller communities—and 
ggar is a good example, and Nakina—there is a feeling that the community 
uation and the real estate situation of the employees have played no part in. 
mene considerations of management in these terms. I do not know what is the 
nA best solution for this. You want to take advantage of the equipment in the new 
: processes you have introduced. It is understandable that the men object when 
is going to mean personal loss and hardship for them, and that is the reason 
ly they might perhaps drag their feet. You know, I imagine that if your run 
coughs are announced again for August of this year—and I am sure Mr. 
per and other members of parliament from the areas concerned will tell 
u just what will happen—cries will go up and delegations will come down 
re and we will go through the whole routine again. I would like to know why 
his whole question of run throughs cannot be approached on a more thorough- 
‘oing basis than that on which you have dealt with it at the present time. 


Mr. DemcoeE: The situation is actually different at Biggar from that at 
kina. Biggar is a turnaround point, and we have accommodation for the 
n there. Nakina is a home terminal and the people who work out of Nakina 
_have their own homes, as you have just stated. There are two different problems 


Mr. FISHER: There are two different problems, but from the railroader’s 
int of view it is the same; that is, it is the resistance to the run through. 


Mr. DEMcoE: No. ! 


_ Mr. Gorpon: Not in every case. I have been into this matter and I have 
d a number of discussions about it. It is not a problem that will yield itself 
an over-all solution, and it has to be worked out pretty much in terms of 
he local facts. In some cases we have very little trouble, and the men are 
ite happy to make the change because in some cases it gives them an 
ntage. One fellow may get an advantage, and another fellow may not. 
is one of those very difficult situations that we just have to keep pecking 
ay at in the light of the circumstances at the different places involved. 
ey are not se same kind of run throughs either, as I understand it. There 
ire different circumstances in that respect, and there are different circum- . 
inces applying to the home terminal, and things of that kind. We had a 
eat deal of difficulty at Redditt some years ago, but that has all been 
rked out and the men affected are quite happy with it; they prefer their 
esent situation to the one that existed before. 


_ As in all these matters of change, the first reaction is always difficult 
et cause the men are apprehensive when there is a change in regard to their 
living and working conditions. We find that when we are able to get the 

system working, they see certain advantages that just had not occurred to 
em before. I do not think I can give you any better answer than to say it is 
of those problems that is best left in the hands of the local officials and 
ocal union people, and it will gradually work itself out. It will be a con- 
uing situation in regard to individual situations that will be difficult. 


Mr. FIsHeR: I will put it to you from the selfish point of view. I would 
er see the run through go from Nakina westward to Sioux Lookout. Can 
tell me why the decision was made to develop the run through on the basis 
lornepayne to Armstrong? 
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Mr. Gorpon: That is exactly what I mean; we have to get the individu 
facts, and I am afraid I cannot do it. It will be the local officials there who will 
give us the details, and we would have to look at each situation depending 
upon its own particular set of facts. Do you happen to know this particular. | 
one, Mr. Demcoe? = 

Mr. DemcoE: One of the main reasons is that there are two agreements. 
There is the east agreement and there is the west agreement, and the dividing 
line is at Armstrong. That is one of the main difficulties. By having the crews 
run from Hornepayne to Armstrong, we have it all in the eastern territory 
and covered by the eastern agreement. Me 

Mr. Fisuer: I am vitally interested in this because it means the economic > 
well-being of one of the communities In my riding. If the seniority problems 
in connection with the western and eastern divisions could be worked out, 
it would be greatly to the advantage of Nakina. There is no real economic ~ 
alternative for those people there, or for the community which has its in- 
yestment there, and there would be great advantages to be snatched from 
it. I do not see that it would harm the other places involved—Hornepayne and _ 
Sioux Lookout. i. 

Mr. Demcor: The discussions our area people have had with regard to 
Armstrong and Nakina as the run through points resulted in the discovery — 
that apparently the employees in those territories prefer the run through ~ 
Nakina to Armstrong. 3 a 

Mr. Fisuer: I take it, Mr. Gordon, from what you have said, that your 
policy now is to approach these questions strictly on a regional basis rather 
than the basis of a year or two years ago, which was an over-all change at 
one time. _ 

Mr. Gorpon: That is right. aa 

Mr. F1IsHeR: Why did you change the policy? - 

Mr. Gorpon: Because of the fact that when we tried to do the thing thé it 
you suggested earlier—to have an over-all policy—we ran into local situa- 
tions that did not yield to an over-all solution, and it was far better, we 
found, to use a transitional period to have discussions with the union repre- © 
sentatives and the men to apply specifically not only to the point itself—the | 
operating condition of that point—but to the men themselves. a 


Mr. FisHeR: Can you tell me candidly whether, in terms of the agreements 
that exist at the present time, you can put these changes through unilaterally? 


Mr. Gorpon: Yes, everything we are doing is within the scope of the wage 
agreement affecting the particular men. In each case we scrupulously obser 
the over-all agreement as it affects transfers, seniority, and so forth, anything 
affecting the men. - 


Mr. FrsHerR: When you make a move from London of 400 employees, — 
that is a large blow to a community in terms of income and everything else, : 
but London is a large community. However, these small communities depend | 
almost entirely upon the railway. Nakina was created by the railway and the © 
whole community was established, as it were, as a company-created organiza-— 
tion. 5 


. a? 
." 


Mr. Gorpdon: That is perfectly true and, as I have said many times, al 


these situations have arisen out of the impact of the diesel locomotive, and the 
changes which resulted from giving up steam locomotives. The fact is that the 
steam locomotive called for an operating situation where we had terminals 
almost every 130 to 150 miles. If we do not deal with the situation now, | Ge 
es be able to readjust the railway to the whole impact of the change 
o diesel. hit 
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a Mr. FISHER: But have you no possibility at all of introducing the principle 
> of ome kind of compensation or some kind of assistance for these employees? 
Let me give you an example of one engineer I know who would be affected 
by this. He has a home in which he has put about $8,000 to $9,000—possibly 
a little more, but that is my estimate of it. The value of that place, if the 
_ running crews are moved out of there, tumbles down to about $2,000 because 
_ there just is no other basis. Now the main difficulty, the main resistance, really, 
hinges around the very substantial economic loss that these people suffer, 
and yet there has never been any indication on the part of Canadian National 
oe Railways that they are prepared to look at this solution. 


By Mr. Gordon: That question has been talked about again and again. It is 
almost impossible to find a principle that will meet a situation of that 
_ kind because every year there are differences in communities that might give 
_ Tise to claims that people have been affected economically, and the value of 
_ property, and so forth, and I just do not know where we draw the line. More- 
_ over, the general questions, as you know, has been one of great discussion in 
es regard to amendments to the Railway Act, and so forth. 

Bia Mr. FISHER: As you know, this committee last year approved the principle. 
bay Mr. GorpDon: That is right. 


a _ Mr. FiIsHER: As you know, this committee approved the principle last 
! bs "year. 
ba _ Mr. Gorvon: I just do not know how to deal with it apart from meeting 


ose the situation as a general railway industry matter. I suggest that there cannot 
mbe special consideration in connection with the C.N.R. only. 


ie 

a Mr. FISHER: I would take it then from your remarks that if it were intro- 
a duced as a principle, with the force of a statute approved by the House of 
Ss Commons, you would be prepared to work within that framework. 


a Mr. GORDON: We will always obey the law if it becomes effective, but 
bi you must remember this is a Joan question which raises a very important 


mb 


we can ek him acu has faecal to the Eee ni eoda one of last year’s com- 
"mittee on this matter. 


‘a Hon. J. W. PICKERSGILL (Minister of Transport): My attitude is that the 
matter is under very active consideration at the present time. 


ee Mr. HorRNER (Acadia): Is legislation being proposed and prepared by the 
_ government along these lines? 


4 Mr. PICKERSGILL: On that point I would say I would feel that to prepare 


any more legislation than we have already prepared for the present session 
i of parliament before we see some legislation disposed of that is now before 
us would seem almost to be an academic exercise. The principle involved 
Ai; here is so far- reaching that I think it would be very difficult to contemplate 
applying very easily to the railways a principle that was not going to be 
_ applied to other aspects of the economy. This is a consequence of automation. 
ie is true that there are many aspects of labour relations in the economy that 
aah are not under federal jurisdiction, where parliament could not legislate, but 
there are quite a number of aspects of the economy besides the railway that 
Me do come under federal jurisdiction. I think most of us are acutely conscious 
paz. the fact that the railways are not always in the most favourable economic 
position among the various carriers at the present time. I would ask myself 
_ abasic question which every member of parliament has to ask himself, whether 
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we feel that we should yee to OS iy pee pay rien omethin 
is to be a social policy, perhaps it should be paid for by the faeDay 
are some of the problems that arise in this field. Ps 
Mr. Horner(Acadia): This was dealt with a year ago in Beraphietes and 
I take it from your remarks that you are opposed to the recommendations aa 
the committee. i” 
Mr. PICcKERSGILL: No, I am not. I did not have the advantage of being | al 
member of the committee at that time. I did not have the advantage of studying i 
it as members of the committee have. However, as Minister of Transport I | 
do think it is my duty to study this question and to study it very thoroughly, and | 
that is what I am trying to do. But, I have always felt it was unwise for anyr 4 
one to express a final opinion on something until he had formed that opinion. 
Speaking for myself, I have not formed a final opinion on the most appropriate | 
way of dealing with this problem up to now, and certainly the government has — 
not. a 
- Mr. Fisuer: Could I ask you a question? We tabled a report on this last | 
year, but it was too late in the session for action to be taken on it. It could not | 
even be moved technically, I think. If the committee dusted off that report and 
presented it again, could consideration be given to it? 4 
Mr. PICKERSGILL: I think the committee is not an autonomous body—it i 4 
a committee. It would have to have instructions or directions from the house. 


Mr. FIsHER: Would you be prepared, as the government minister withi 
initiative in this regard, to give us the chance to reintroduce it? : 


Mr. PICKERSGILL: I do not think, Mr. Fisher, it would be quite right f 
me as the only member of the government, on a matter that is not just tran 
port policy but is a matter of broad economic policy, to express an opini 
without consulting my colleagues. 4 


Mr. FisHER: I would agree with that. Where do you and your colleagues — 
stand at the present time with regard to the recommendation of this com= 
mittee? ‘ 


Mr. PICKERSGILL: As I told you, and perhaps I should have stopped righ it | 
there, the matter is under consideration. ee 
Mr. FISHER: That was last December; it is now six months later. 4 


Mr. PICKERSGILL: The matter is still under consideration. 


Mr. FISHER: Mr. Chairman, you can see from this long interval that has” 
elapsed that we are willing to give the government and the ministry ample 
UO aLy to consider this, but how long does serious consideration noe to | 
go on? 

Mr. PICKERSGILL: That depends on whether I would think one feels a 
certain time, or the government feels at a certain point, it has reached a 
viable conclusion. I think it would be much better, in this as in other fields— 
and I found this in the experiences of a long and misspent life—to make up 
your mind right rather than to make it up quickly and find you are wrong 


Mr. FISHER: Let us come back to Mr. Gordon. 
Mr. HorNER (Acadia): Sixty days of decision? 
Mr. PICKERSGILL: Almost 60 years. I will be 59 next week. 


be much better if these Drontame could be settled within the EOI 
management and union agreement. 


_ Mr. Gorpon: Yes. 


fished an advisory committee on technical change, and the first study they 
e deals with the technical change in skilled manpower. This committee 


m industry, labour itself, and the universities. The purpose of this organiza- 
n is to ae the effects of technical change in major Canadian industries in 


eople from the universities to get the scientific approach to it also. It is a major 
ocial question that reaches far beyond the narrow confines of the railway 
dustry itself. That is why I am hesitant to pinpoint it in connection with 


in the union management relationships, you have just completed a 


S a job security fund even onan there is disagreement ecu it; 

_ Mr. Rock: Mr. Chairman, I have to interrupt. We are now on operations. 
_ Mr. FisHER: What do you think this is? 

H fs Mr. Rock: Yesterday we had the same thing, Mr. Chairman. Mr. Fisher 


"4 at: 


item here called “personnel and labour relations” when he will be able 
bring up these subjects. I plead with you, Mr. Chairman, that there be some 
rt of a rule down here that we stick to this report in the proper manner. 


di 


0 the item under digeuseions 


_ Mr. FisHer: My question arose out of operations. 


| The CHAIRMAN: Mr. Fisher, I do hope we are not going into details of 
We ae relations. 


_ Mr. FIsHer: This is germane to operations. 


bour relations? Is he going to start it all over again? 


My _ Mr. FisHer: I am not going to start all over again. If you had been around 
in this committee you would have noticed that I do not go in for repetition, 
On nce we get this out of the way, I will leave it alone. 


yhairman. 


_ The Cuarrman: I feel this was properly brought up, and I do not think Mr. 
isher intends to go into details of contracts. 


me ction of operations and the effects of changes on operations. It is not written 


fe) 


adled by the union-management relationships then we may need something 


is the subject of a very ieencive study, and, as I say, they brought ne 


: resterday squeezed in questions on labour relationships, and he is doing it 
ain when we are dealing with operations. Let me point out that we have | 


‘The CHarrnMaN: Yes, Mr. Rock. I will ask Mr. Fisher to relate his questions 


Mr. FisHER: But on this question of bringing these kinds of problems. 


Mr. Rock: What is Mr. Fisher going to do when we come to Pee and | 


_ Mr. Rock: Maybe this is the reason why I bring this to your attongeen: Mr. 


_Mr. FisHer: We had a committee last year that repeatedly dealt with the : N) 
o the report exactly, but in effect the report suggests that if this cannot be _ 


eI will ask Mr. Gordon the following question: We have had two rounds mo 
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of negotiations, one on ops. and one on non-ops., which nave’ Fol signed. I 
understand that no development at all took place within that area. oe 
Mr. Gorpon: That is not strictly correct, Mr. Fisher. In the hesotis ona a 
which we have with the running trades—which is what you have particularly — 
in mind—this comes under the general question of work rules, and the agree- © 
ments, each one of them, have a very complex set-up in respect of the impact E 
of different kinds of work rules. In our negotiations we do include discussion in ~ 
respect of any requests having to do with work rules, and it is discussed at that 4 
time. Now, the fact that we have signed agreements quite recently with all our ~ 
operating trades is the best indication I can give you that the unions are satis- 4 
fied with the attitude as of now because they have signed an agreement cover neta 
some changes in the work rules. I cannot recall what they are because they are 
very complicated. However, there were detailed and intensive discussions of the — 
work rules. We finally reached a meeting of minds, and we have renewed the 4 
agreement. That is where the matter stands at present. It is always open to them, ~ 
when a wage agreement is open for discussion, to raise once again in detail any 
portion of these work rules that they want to bring to our attention. q 


Mr. FISHER: Could I ask Mr. Pickersgill a question relating to this subject? — 
Mr. Gordon has indicated that there is a Department of Labour task force of 
some kind studying this. Would the minister see any prospect that this com- 4 
mittee, in view of what it studied last year, could have the Department of 
Labour group appear before it or could have some kind of meetings with it to — 
discover just how they are approaching this specific problem? | 

Mr. PICKERSGILL: I believe the House of Commons has a committee on 
industrial relations, and I would have thought that if one were going to approach — ‘, 
this question primariby from that point of view, that would have been a more © 
appropriate committee before which to have the matter brought. It is a mae 
that I feel the Minister of Labour is much more competent to deal with than I ~ 
am, and he has officials to deal with it who are more competent than I a ouie 4 
_be or any of the officials in my department, because in essence it seems to me. i 
that though we have been considering this in relation to the railways, it is the 
social impact of automation, and I have the impression this is about the biggest 
social problem we are faced with in the western world at the present time. I — 
think it certainly merits the most thorough study. However, whether we have — 
really reached the point where there is enough hard information about this tom 
make it worth while having it go before a committee at the present time isa 
something on which I do not think I could give an intelligent opinion. 


Mr. FISHER: Are you prepared to look at the matter to see what way we 
can approach it? Do you accept that responsibility? e 


Mr. PICKERSGILL: I have always liked to think I was one of the more open- : 
minded members of the House of Commons. sz 


Mr. GREGOIRE: So you admit you did not find a solution to the automa- 4 
tion problem? a 


Mr. PICKERSGILL: No, we did not. 


Mr. GREGOIRE: Maybe we could make some suggestions, because we think 
we have the solution. Ask Mr. Gordon, he was the deputy governor of the Bank | 
of Canada for a while. 


Mr. FISHER: I would take it from what Mr. Pickersgill said that he, 
as the minister responsible in this area, is prepared to consider suggestions — 
in which the House of Commons in one oe its committees can carry on further 
discussions of this problem in relation to the Department of Labour studies that — 
are going on. Ee: 

Mr. PICKERSGILL: I would think it would be a very reactionary attitude to. 
take a different view. 
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Mr. Horner (Acadia): Mr. Chairman, Mr. Fisher has covered many of 
e questions I would have liked to ask in regard to run throughs. To sum it up, 
uld you agree then that the run throughs in the western region will now 
taken one at a time in a much slower way than what was attempted last 
ear? 
_ Mr. Gorpon: Yes, and dealt with specifically by the local officials. 


Mr. RHEAUME: I have a supplementary question which I should like to 
ask while the Minister of Transport is here. It is in an area raised by Mr. 
Fisher. Mr. Pickersgill said it would be more or less academic to consider 
putting into any kind of legislation the recommendations of this committee of 
last year because of the volume of railway legislation that is already before 
the house. I raise this supplementary question at this point because the Globe 
‘and Mail says that the legislation the minister has prepared to be considered 
- first is going to be shelved so that we can keep talking about the flag. I 
“am wondering if the minister can confirm that. Could what he has prepared 
_be shelved? 

-_-Mr. PicKERscILL: I would think, Mr. Chairman, with respect, that perhaps 
‘we should stay in the committee within our terms of reference, and that 
‘the broad program of legislation in the House of Commons I do not think was 


fad} a: 


- referred to this committee. 
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oe Mr. RHEAUME: I think, that when the minister says it is academic for us 
#540 ask questions about when the legislation is going to be prepared which this 
_ committee recommended, and he give us a reason, it is fair for us to ask him 
when it is going to be cleared. 

; The CHAIRMAN: The minister answered this question. 
ee 


af 
ae Mr. Lioyp: I have a supplementary question on this, and a suggestion. 
_ I think it has been clearly stated, and all are agreed, that the measures sug- 
_ gested by Mr. Fisher go into various groups of the political and economic 
_ system. We may be satisfied if this committee were to draw attention to the 
evidence of the people working on this, and this could be forwarded to the 
_ appropriate study committees. We could at least do that, that is point out 
today the particular problem of the railway employees, which is a good illustra- 
_ tion, and what happens when there are major changes in some sector of the 
economy employing many people, and then put it forward as a matter 
_ which requires attention and study by the government. That would be 
_ proper procedure for this committee. 


Boe Mr. MacEwan: I wanted to ask Mr. Gordon a question in relation to the 


_ problem of revisions of maintenance operations which is current throughout 
_ Canada and particularly in this case in the Atlantic area where changes 
_ were brought about and scheduled for the Atlantic area. The Minister of 
_ Transport was asked a question in the House of Commons on May 11. His 
_ parliamentary secretary brought forward this answer. It reads as follows: 


rae, . . . . . ° ° 
1 Ne This reorganization, which contemplates the extension of territories 


“Ae currently worked by track forces, decreasing the number of gangs and 


increasing the size of some crews, will ultimately result in a reduction 
of staff requirements. 


ae. 


Re was wondering perhaps if Mr. Gordon could give us a few more details in 


_ that connection and tell us what actually has been carried out in the Atlantic 
area. 
a: 


: Mr. Gordon: Mr. Demcoe, would you make a comment on that and I then 
May add to it. However, I will see how you get along. 

_ Mr. DEmcor: Actually, with the improved track conditions and the laying 
f heavier rail, new ties and more ballast, we actually do not require the 


ahs ( Y 


i 
same day to day mamtensues ee we hhave Heguea in 1 th oe 
time we are experimenting with larger gangs. to do heavier v 
distances than what we have done in the past. 

| Usually our section gangs look after seven, eight or nine hoe. ‘of. ra 
road. Perhaps there would be three, four or maybe five men in a gang. 
now are trying to organize gangs of about 20 to 25 men and hope that the 
in turn, will take care of 40 or 50 miles of railway. The purpose of th: 
actually is to get better productivity at a more economical cost. ath 


Mr. MacEwan: Have there been any men laid off as a result of th 


procedure? 
Mr. Demcor: No, there is going to be no men laid off; It is) juUst. a re- 
organization. ae ‘ 


Mr. Gorpon: Just a moment now. This is not a commitment for al i 
time; it is another aspect of automation and, eventually, it will have an imp ang 
on the number of men employed. But, in the course of making this arrange- 
ment so far as possible we are using the effects of attrition to cushion the © 
changeover period as much as possible without having to lay men off. But, in 
the long run it will mean we will be using fewer men by reason of this) 
automation principle. You had a footnote in that respect. Our general posit 
on the railroad, in respect of this whole question, simply is that there sho 
not be applied to the railroad industry anything that affects the social — 
economic system without having it apply to other industries as well. Th 
should be a general recognition of help, assistance or adjustment in respect 
the whole problem of automation and I say it should not be confined to ° 
railway industry. It should be a general principle. That really is what the ri 
way industry is saying. Bi 

Mr. MacEwan: Up until the present time have any of these men in 
Atlantic area had to move to other localities away from their own hom 


Mr. GorDON: Well, that would be part of the impact that is unavoida 
But, we are doing the best we can to look at each particular situation and 
help out as much as we can. 


Mr. MacEwan: I would like to put a question in respect of C.T. 
equipped tracks. I know that the report says 500 miles of track in the w 
have been C.T.C.-equipped this past year. I would like to ask where C.T. 
equipped track will be installed this coming year? 


Mr. DEMCOE: C.T.C. is being installed west of Edmonton, between Edmor Y 
itis ton and Jasper; there is a little bit in the Saskatoon territory, and also j 
jie emorth of ‘Toronto. 


Me Ae Mr. MacEwan: And, where in the Atlantic area? 
Mr. DeEMcoE: There is nothing this year in the Atlantic area. 
The CHAIRMAN: Would you proceed now, Mr. Millar. 


Hpaag sic 3 Mr. MILLAR: Mr. Chairman, I imagine that my question should be direc 

P to the Minister of Transport. I am making reference to Mr. Gordon’s remé 
a few minutes ago in respect of the displacement of personnel. We are 
-. well aware that the government has set up a Department of ata 


tom) Pern money in an effort to encourage them to go ee areas that 
Classified as depressed areas; yet, on the other hand, we have a crown ¢ 
poration such as the one Mr. Gordon is responsible for concentrating t ! 
activities in the larger centres. It would appear to me that you are tak 
away with one hand and handing it back with the other. 
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I quite appreciate Mr. Gordon tries to operate his business at a profit and 
cannot be responsible for the social problems of the whole Dominion of 
anada but at the same time both of these things, in a sense, come under 
epartments of government. I have in mind, for instance, the removal of the 
yr shops from London and putting them in Montreal. Also, you took something 
ut of the Atlantic provinces and put it in Montreal, and you took something 
out of Winnipeg and put it in Montreal, and then we have to turn around and 
pour the taxpayers’ money back into such areas to subsidize them because they 
become depressed areas. I do not think that Mr. Gordon should have to answer 
at question, but I would like to have an answer to it. 


_ The CHarinmMan: Mr. Millar, I do not know on what basis Mr. Pickersgill 
should be requested to answer this question. You have made an observation 
_ which should be made— 
7 Mr. Mituar: This is true. 

_ The CHairMAN: —In the House of Commons. I do not think that this 
' committee is a place for you to pose your question. 


_ Mr. Mitiar: The thing is, Mr. Chairman, that we come to this committee 
and put all these questions to Mr. Gordon when he is the victim of applying 
a policy for which government is responsible. 

ee The CHAIRMAN: I think Mr. Gordon has explained—you referred to him 
as a victim—that he is not responsible for the situation. 

__ Could we proceed with actual questions in respect of operations, if there 
are any left. 

rs Mr. Rock: Mr. Chairman, in respect of track and signals— 

Mr. Horner (Acadia): Are we going to proceed to that heading now? 
_ Mr. Rock: I was just asking. It seems to me that everyone has been 
‘ moving all around. ; 

a Mr. HorNER (Acadia): Let us proceed with one heading at a time. 
Mr. Rock: Mr. Chairman, is the door open for questions to be directed in 
“respect of any matter. It seems to me that this has been the case. 

_ _‘The Cuarrman: Order, please, Mr. Rock. I think it has been agreed that 
we call operations and I am willing to accept questions on any part of 
- Operations. 


is od 


Mr. HorNER (Acadia): Mr. Chairman, will you put my name down, please. 
_ Mr. Rock: Did you say on operations? 
‘The Cuarrman: Yes, you can put questions on any part of operations. 
Mr. Rock: Mr. Gordon, I note that you still have in many urban areas the 
old telegraph lines beside the track. You will recall that we had quite a severe 
Sleet storm in the Montreal area and most of your lines were knocked down by 
that storm. Yet, your company replaced the same type of lines and used the 
Same method of installation. But, in many country areas over which the same 
Storm passed the Bell Telephone Company did not put back the poles or the 
old lines, such as you still have existing beside your tracks; they went under- 
ground. The Bell Telephone Company has stated that it is cheaper to maintain 
underground installations. I would like to know whether there is any intention 
of your company in the future to fall in line with the trend of installations in 
new developed areas, where the street lighting lines and power lines are placed © 
under the ground behind the homes. Have you a far reaching program to do 
this in the urban areas for beautification purposes? 
Mr. Gorpon: That would be the objective in the long run but in moderniz- 


ing our telecommunications gradually we intend to get as much as possible out 
211742 
a 


be 


maintenance per mile of track on the prairies on those tracks which mig. 


in mind a figure attached primarily to branch ined! 
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of the equipment. We do not Lapa to scrap than, For ie Ny, ‘of scrappil 
them, but we gradually will modernize these. If I might suggest, when as 
storm occasions damage to such lines on railway property it is much m 
important that we get back into business at once in order not to tie up 
railroad. So, first of all, we repair on a temporary basis much more qi 
than the Bell Telephone Company because we cannot operate without ou 


signals. 


future? : 
Mr. Gorpon: Oh, yes; that is part of our policy and we will do the ve y) 
thing you have mentioned. But, we will do this gradually and try to get as 
much life as possible out of our existing facilities. 
The CHAIRMAN: Mr. Horner, would you proceed? 
Mr. Horner (Acadia): Yes, Mr. Chairman. I have questions pertaining to 
track. a 
I was greatly concerned about the speech you made in Winnipeg antl 
as you said earlier, it was a speech that one could accept as C. N.R. thinking 
and C.N.R. future policy. On page 5 of this speech you said that today 
a thin density railway branch line, on 60 to 70 miles of track the trucks can 
haul grain cheaper by road than the Canadian National operating on such a track. 
Could you give the committee a rule of thumb or estimate as to what I 
costs to maintain such a track on a thin density line? rk. 
Mr. Gorpon: Well, that would call for a pretty searching examination 0! 
each particular place because it would depend, again, on the actual densi 
of the line and the actual density of the traffic. We keep all our lines to 
minimum standard of safety; in other words, no matter what happens the. 
is one point at which we will not go below. But, I could not give you off-ha 
the cost, unless it is a specific situation. If you have a particular line in mind w 
could examine it. hs, 
Mr. Horner (Acadia): I am not asking for a specific cost but an avera 
rule of thumb. I do not agree with the fact you have no idea as to what th 
would be. I am sure that in the trucking industry a trucker will tell you 
costs him so many cents a mile to operate a truck of a given standard s 
Mr. GORDON: Yes. a 
Mr. Horner (Acadia): And, if the government hires an automobile they. 
pay 10 cents a mile and that is it, and if you operate within that limit, al 
right. I am sure the railroad and you, as management, have a rule of th 


in regard to track maintenance on the prairies. I am not referring to th 


mountainous areas or, say, in Mr. Fisher’s riding. 
Mr. GorRDON: We could get the average for you, if that is what you wid 
Mr. HorRNER (Acadia): I am asking for an average rule of thumb f 


be considered off the main lines. 


Mr. Gorpon: We would have to go back for that information. We wou 
have to develop an average figure for that. But, I thought you had specifical 


Mr. Horner (Acadia): I do not wish the maintenance costs for main lines 
but the average rule of thumb which you must use in equating the various 
problems in respect of transport and rail movement on branch lines. i 

Mr. Gorpon: If you look at our branch lines you will see from the form 
I tabled that we estimate in each case the actual maintenance cost of. the at 
particular line. Now, the maintenance cost of line A would not necessar: Lb 
have any relation to fine B. i 


_ RAILWAYS, CANALS AND TELEGRAPH LINES OSS 


MCOE: That is correct. | Me 
[ORNER (Acadia): I have attended several meetings in which railway 
ement has presented figures and facts for various lines. 
Mr. Gorpon: Yes. 
_ Mr. Horner (Acadia): And, these facts and figures come out of the blue 


hese meetings and are presented there. No one else has figures at his disposal 
unless a person knows all the details these figures really mean very little. 


Mr. GorDON: But we detail that in the form I mentioned. 


- Mr. Horner (Acadia): What I am requesting is a rule of thumb on branch 
line maintenance. Surely you can give this to me. 


Mr. Gorpon: I will have a look at it and see what our operating people 
y. But, what I am telling you is a matter of logic. 


_ Mr. Horner (Acadia): I know that it will vary from line to line in respect 
_ of the density of traffic. 


i Mr. GORDON: Yes, and the figure will vary in respect of the physical 
aracteristics of the line as well. 


y, Mr. HORNER (Acadia): Yes, it will vary in respect of characteristics of 
he line, but I am assuming that the prairies, in a sense, are all of one physical 
ure, generally rolling flat plains, a great country. 


_ Mr. Gorpon: As I understand your question, you want me to see if I can 
ke all our branch lines, add up their maintenance costs and then divide 
at by the number of miles and say what the average is. ; 


Mr. HORNER (Acadia): Yes. 


_. Mr. Gorpon: That could be done but I have not that figure here with me. 
day. 7 

f Mr. HORNER (Acadia): But perhaps we could have it for the evening 
leeting. 

Mr. Gordon: This evening, yes. 


Mr. Horner (Acadia): Or, perhaps this afternoon. I will forgo any further 
estions on that at this time. 


Mr. Gorpon: I will see what I can get. I will have one of my officials tele- 
_ phone back to see if the appropriate department can produce that on short 
otice. It can be produced, but the reason we do not produce it is that from 
€ standpoint of management it really is worthless. 


_ Mr. Horner (Acadia): Well, in a speech you said that trucks can haul 
ain cheaper. You say in your statement that in the case of a line that carries 
tirely grain and where the total volume originated is about 1,000 box cars, 
e trucks can haul this cheaper. I know what it costs to haul grain in a truck 
or 70 miles and I do not think that trucks can haul it cheaper. I want to 


101 what your maintenance costs are on that 70 miles of line. It must be tre- 
endously high. ' 
_ The CuarrmAN: Would you proceed, Mr. Millar. 


Mr. MILLAR: I would like to get at the nub of this matter. At what point — 
you decide a truck can haul grain cheaper? How do you determine that? 


_ Mr. Gorpon: I can tell you that I know that all the statements I have made 
that speech in regard to the costs are correct because we made sure they 
re correct before I was permitted to say so. 


Mr. Horner (Acadia): There is something wrong that the railway is 
g if it is that high because I live along a thin density line, although it 


Oving a lot of traffic at the present time. 
74—23 | 
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Mr. DEMCOE: You have to consider how you handle your grain, wheths 
you go back with a freight train with 100 cars on branch lines and spot 104 
here, 10 there and 10 at another place and then next morning pick them up4 
loaded. But, generally, we go up there with 10 or 12 cars and we spot one. 
car at each station and then go back a week later and pick up half of then 
spot some more and then go back in another week and pick up the other half. 

Mr. HORNER (Acadia): But, in his speech he is referring’ to 1,000 cars| 
which, roughly speaking, is 20 cars a week. They are not going Sen with 10 
cars once a week but with 20 cars and picking up 20 full cars a week or, in} 
the alternative, 40 cars at the end of two weeks. 

Mr. Gorpon: Yesterday I had my cost accounting fellow here with me but 
he had to leave for an important meeting which he had. I am sorry but Ie 


thought that we were all finished with this. a 


Mr. Horner (Acadia): We have just begun. ¥ 
Mr. Gorpon: He could have dealt with this and given our cost accounting — 
approach. a 
The CHAIRMAN: Mr. Lloyd, would you proceed. 4 
Mr. Luoyp: Mr. Chairman, this question which I am going to put may not | 
be appropriate at this time and if this is the case you will rule me out of order. — 
My question has to do with the purchasing practices. In operations, I notice ‘ 
for example, that in 1963 the over-all operating expense, apart from interest and 
other charges, ran about $693 million and capital expenditures, on page 24, by 
way of additions, amounted to $127 million. Now, this is a very substantial qual 
tity of purchasing power, Mr. Gordon. a 
The CHAIRMAN: Mr. Lloyd, do you not think this should be brought up | 
on the budget later? We are discussing actual operations. & 
Mr. Luoyp: This is under the financial statements at the back. I am 
agreeable to defer it if you wish to defer it from operations. : 


The CHAIRMAN: That is right. 
Mr. Luoyp: Very well. 


(Translation) if 
Mr. GreGoIRE: I have a question concerning the CNR tracks. Mr. Gordon, 

have you had an opportunity of making the trip by train between Montreal 

and Jonquiére-Chicoutimi, in the Saguenay, recently? , 


(Text) . 
Mr. Gorpon: No, I have made no personal trips in the last year. I have 
not had time. ae 


(Translation) 


Mr. GREGOIRE: If you could, Mr. Gordon, you would realize that the track 
is a very poor one for passengers. It is probable one of the worst I knowl | 
of. I think that track should be repaired or maintained in some way. Have 


you taken that into consideration in your plans for improving the tracks? 
(Text) .y 

Mr. GORDON: Well, we keep the maintenance, as I have said before, up 
to minimum standards. I have been over the line, though not recently, as BP 
say, and I know the line of which you speak. I made a special trip on that 
a few years ago—and I got stuck on the line, by the way, during a snow 
storm. Basically, the line is a difficult one in terms of curvature and grading, 
and it would cost a terrific amount of money to bring it up to the standard 
that you apparently have in mind. What we are doing now is examining the 
situation and we are making small improvements year by year. However, | 
basically, we have not a program with the idea of reconstituting the line. — 


My fi 


one 
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a Mr. Gordon: I would say yes. 

iz (Translation) 

i Mr. GREGOIRE: In general? 

“ania 

te (Text) 

ie Mr. Gorpdon: Yes, and I would further suggest to you that the track is a 


a better track today than it was ten years ago, so there has been some improve- 
_ ment along that line. 


- (Translation) 
. ; Mr. GrecorrE: Is the freight traffic, or the passenger traffic, between 


_ Montreal and Chicoutimi-Jonquiére sufficient to allow the Canadian National 

_ to invest money in improving the track? 

Gee ert) 

a Mr. Gorpon: No, the actual traffic is not heavy enough to really warrant a 

5 crash program, so to speak, in respect of improving the track. The traffic is 
fairly light, all things considered. However, we are making progress. That is 
_ the best answer I can give you. 


- 
t} 


a (Translation) 


‘ Mr. GREGOIRE: How long do you think it will take to improve the entire 

track? 

on Text) 

| Mr. Gorpon: Well, there is improvement going on year by year but unless 
we engage in a crash program, as I say, and unless we were to spend a very 
_ large sum of money, the line would still not be of the standard, for instance, of 
_ the line between here and Montreal. We will never get it to that standard unless 
_ we are to spend many tens of millions of dollars on it. It is not our intention to 

reconstitute the line to that extent. 


The CHAIRMAN: Mr. Beaulé. 


_ (Translation) 

ces Mr. Beaute: Mr. Chairman, I would like to address my question to the 
‘Minister since Mr. Gordon referred me yesterday to the minister for a ques- 
tion regarding the project to build a railway line between Gaspé-Sainte Anne 

_ des Monts, which was abandoned. What were the major reasons for giving up 

| that project? 

| (Text) 

, Mr. PICKERSGILL: Mr. Chairman, I am just wondering whether this is a 

_ Matter that has been remitted to the committee. I do not object in the least to 

answering Mr. Beaulé’s question but it does relate to an act of parliament; it 
does not réally relate to the activities of the Canadian National Railways at all. 
The present government has made a decision not to proceed, at the present time 
at any rate, with the building of a railway there but instead to recommend to 
Parliament that money be voted equal to the amount provided in that legislation 

for the amelioration of other means of transport in the region. I think I have 
Said in the House of Commons that we have already engaged in some discussions 

_ with the government of Quebec with a view to having a very rapid acceleration 

_ of the Gaspé highway, parts of which are not in very good condition I am told. 


¥ We are also looking into improvements in aerial communications. I think possibly 
oe) 


sharp curves so as to improve certain parts only, each year? Could it be sa 
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it is simpler for me to give that. mien answer Daihen than to raise a poi 
order, but I do not think, since the committee has been charged with disct 
Canadian National Railways, that this would be the appropriate place to dis 
this. I hope to reach some kind of conclusion that will enable the governmer 
to bring some supplementary estimates into parliament when we can have 
full discussion on it. ey 


(Translation) ' 4 
Mr. BEAULE: I would now like to ask Mr. Gordon a question. Mr. Gordo 
you are certainly aware of the fact that a passenger service between Que 
and Chicoutimi is obsolete, and that the passengers have to make a detour 
Hervey Jonction, get out at Hervey Jonction during the night, and board t 
Montreal-Chicoutimi train. Are you thinking of making any changes in ord 
to improve the passenger service between Quebec and Chicoutimi? : 


(Text) a 
Mr. Gorpon: That question is under very active study now by our ease eh 
department. We hope we will be able to improve it. | 


(Translation) 
Mr. BEAULE: Now, you are aware that passengers have to pay more to 
from Quebec to Chicoutimi via Hervey Jonction because they travel a grea 
number of miles. I have written to Mr. Delage about passengers paying more 
than they did before. Would it not be possible to retain the rate they used to pe 
when they travelled via Riviere-a-Pierre? 


(Text) 


Mr. Gordon: Well, all I can say at the moment is that the question is un 
examination and that phase of it also will be dealt with, but I am not prepa 
to give a complete answer to it now because, as I say, I have not the results of 
study myself yet. 


-(Translation) 
The CHAIRMAN: Mr. Grégoire. 
_ Mr. GrecorrE: To proceed with the matter of the track between Mont: e 
and Jonquiére-Chicoutimi, can we conclude from what you said earlier that 


Canadian National carry out repairs or maintenance each year on the i 
between Montreal and Jonquiére-Chicoutimi? 


(Text) 


Mr. Gorpon: That is a general question in regard to our maintenance oft t 
track. There is always a certain amount of maintenance work going on almo 
every year. 


(Translation) 


Mr. GREGOIRE: Mr. Gordon, I do not necessarily mean maintenance ol 
track, but improvement of the track so that it would be easier to use. 
but in the past, could it be said that you improve it each year? Are you aa 
to improve it this year? For instance are you going to remove some of a 


ai 


that you do some work of this kind each year? 


(Text) 

Mr. Gorpon: I think I can say yes to that. 
(Translation) 

Mr. GREGOIRE: Do you improve parts of the track each year? 
(Text) 


Mr. GorpDon: Yes. 


4 e Grécome: hen how many years do you think it will ke before 
entire track is improved? 


what standard you have in mind. 
¥ anslation) 


_ Mr. GrReEGoIRE: For example, when you sleep on the Montreal-Jonquiére 
train you leave at 8 o’clock in the evening and you arrive the next day at 
8 o'clock, I think, and do we not wake up every hour wondering whether the 
- train has become Aanied or has run off the tracks. 


ie Mr. Gorpon: I would be ashamed if the track was all that bad. I doubt 
ry much that I can let that pass. I do not think it is all that bad. The train 


cause you feel the cars shaking. If you doubt it I suggest you aie the trip 


e night, I guarantee the next morning you will be surprised to find yourself 
Jonquiere! 


Mr. Gorvon: All right, I will undertake to make a night trip. I will let 
you know, and perhaps we might sit up together and see just what you have 
mind. 

Mr. Brautt: That will be out of bounds! 
The Cuatrman: Mr. Balcer. 


Mr. Baucer: Mr. Gordon, have Canadian National Railways been ap- 
Beached by the Quebec Proemicel government in relation to the building of 
steel complex at Bécancour to see whether Canadian National Railways would 
in a position to give proper service to this gigantic plan of the provincial 
vernment? 


_ Mr. Gorpon: No, there has been no discussion between us and the Quebec 
provincial government as such. All I know about it is what I have read in the 
pers and, as far as I know, the government has not made any statement 
out its precise plans. We have however, the whole area of Contrecceur and 
round that area, where the steel complex is going, under consideration. 


Mr. BALCER: The big discussion in my area is between Becancour ands 


Juebec government with regard to the location of the steel complex or where 
may be located or what may happen to it. We are just as interested as you 


_ Mr. GrEcorrE: Would it be as easy for you to go into Becancour as Conte: 
ae? 


ope Gorpon: I would have to refresh my mind about that. 


‘Mr. Batcer: It is a matter of a few miles from Manseau. It is a matter of 
at few miles. | 

Mr. GorDon: That being so, we would have no difficulty in servicing the 
Me 


io 


Mr. ‘GorDON: My trouble in answering that question is that it all depends 


, Mr. Pose: There has been no discussion between the railway and the > 
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Mr. Fisuer: First of ail, I would like to know if you have Pees usines 
ties that have been processed by the boliden process. 

Mr. Gordon: What process? 

Mr. F1sHER: The boliden salts process. 

Mr. Demcor: We are trying out a new process in western Canada. I aa 
not know exactly the name of it, but it is a little different from that used in | 
eastern Canada. iy 

Mr. FISHER: Where is the work being done? Where is the actual processing 
being done? 

Mr. DeEMcOE: I think it is at Edmonton. 

Mr. FisuHer: I have another question relating to track. There were grea at 
attempts made by certain groups in northwestern Ontario to get you to run 
a higher calibre train from Winnipeg through to Longlac on the south line. 
This, I gather, is still the subject of some discussion. One of the difficulties 
eolved, I understand, in putting a first line train on there was the condition | 
of the track. Is there any plan at all to see what it would cost to upgrade thy 
track so you could put a high performance train with a fast schedule on th 
stretch of line, which must be 700 or 800 miles in length. 

Mr. Gorpon: Yes, there have been discussions on that, and the conclusion | 
last time it was mentioned to me was that we could not see that the poten 
traffic would justify raising the standard of the line to take care of the situa 
you have in mind. The line is quite adequate for the traffic we are now handlu 
there. 

Mr. FISHER: When will that decision be final? 


Mr. Gorpon: It is never final in the sense that we will be constaiia 
watching the situation to determine whether or not there is a potential | 
traffic that will justify the improvement of the track. It is under review. 


Mr. FISHER: Is there any plan at the present time, even in the projec 
stage, for putting in a new track at the lakehead to go to Jarvis bay rat 
than have the present ore facilities run through into the centre of the tow 
the ore dock there? 


Mr. Gorpon: No, there is no plan for that in mind at the present mom ; 


Mr. Pascoe: May I ask a supplementary question in regard to the tf. 
They are talking about replacing a large number of ties in the prairies. 
railways make their own ties, do they? Or do they call for tenders for th 
From where does the railway obtain the ties? 


Mr. Gorpon: Our purchasing department obtains the ties by calling fe 
tenders all around the country. Mostly they are bought from small opera 
and shipped into the processing plant. We do not process any of our own 


Mr. PASCOE: Just one more question on that. Are the discarded ties 
available to the farmers when they go past their property? 


Mr. Gorpon: I don’t know. Usually by the time we take them out they 
ready to burn. 


‘ i: 


q | 


re 


; Mr. DEMCOE: They are made available at certain locations to people 
live adjacent to the track. In some places we sell them and in some places 
give them away. If it is cheaper for us to give them away than to handle Be a 
and burn them, we give them away. 


Mr. Pascoe: Some farmers like them for a foundation. 
Mr. Gordon: Tell them to make us a bid! 

Mr. PAscoE: They can’t have them for nothing! 

Mr. Gorpon: No! _ | 
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‘et Mr. CADIEU: Have Canadian National Railways given any thought to con- 

a eee the gap from Frenchman’s Butte in Saskatchewan to Heinsburg, Alberta, 
" thus giving this line the possibility of becoming a paying line, and also giving 
- the people in the area the service that Canadian National Radwaue have de- 
_ prived them of for many years, there being a natural barrier in the North 
Saskatchewan river. I was wondering why so many years have elapsed and 
this near gap of 38 miles left from Frenchman’s Butte to Heinsburg, Alberta. 
I think when you look at the long haul it would cut off, and I was wondering 
__ why so much time had elapsed and whether any consideration had been given 
to filling in this gap. 


Mr. Gorpon: The reason so much time has elapsed is that we decided we 
were not going to do it. 
ae The answer to the second question is that we looked at that matter. We 
_ looked into it in great detail a few years ago and, at that time, we were en- 
couraged. We thought there was going to be an industry located there in the 
_ form of a sulphur plant, but that fell through. So it is not part of our present 
_ policy to complete that gap because we do not think the economics justify it. 


Mr. CapDIEu: But the possibility of a salt mine development is still there 
and farmers are still there and the Saskatchewan river is still there. In view of 
this natural barrier of the Saskatchewan river, do you not think this should be 
given another look? 


oy Mr. Gorpon: We are always willing to look at it but we have no knowledge 
_ of any potential industry at the moment that would justify the expense of filling 
in the gap. 

Mr. CapIEu: But you would be willing to give it another look? 


Mr. GorDON: I would welcome the suggestion. We came very close to doing 
it in years past—I think seven or eight years ago. We were very close to doing 
_ it because we were encouraged by the discussions with the industry but then 
_ they fell through when they decided not to locate at that point: 
sy) Mr. CapieEvu: Is there a possibility before the line would be abandoned that 
| you would give this further consideration? Would you consider before any 
abandonment the fact that it makes a direct: line all the way from Winnipeg 
_ to the northern part of Alberta? 
Mr. Gorpon: That has all been taken into account in our economic ex- 
amination of it. 


ee The CHAIRMAN: Gentlemen, shall we turn to train services? 
Mr. GREGOIRE: Yes. 


The CHAIRMAN: Perhaps you will allow me one word here. As we go into 
freight services I think we will proceed paragraph by paragraph because I see 
the last item could bring us into trucking in a heavy way, mixed up with 
ordinary freight, and for that reason I suggest we reserve any matters con- 
cerned with trucking until we come to deal with trucking. 

. Mr. Horner (Acadia): I have one question on the work study in opera- 
tions. Has Mr. Gordon an estimate with regard to the operational cost— 
“the most efficient use of men, material and equipment’’—of the diesel loco- 
motive per mile or per run? Have you got this generalized in any way? 

Mr. Gordon: You are back again to the question of our costs of operation 
in terms of diesel. 

Mr. Horner (Acadia): Yes, that is right. 

Mr. Gorpon: Again, I am not sure just exactly what you have in mind. 

Mr. HorneER (Acadia): I am trying to figure out how much is costs to haul 


_ a bushel of grain. I will tell you that is one of your operations that is not very 
| efficient! 
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Mr. Gorpon: Mr. Horner, let me eas you again that niet as eae 
kind of thing that the royal commission on transportation spent | a great de 
of time discussing and they heard expert witnesses going on for days a 
weeks and months. I do not want to appear to be alibiing but the questi 
of railway costing is one of the most complicated subjects with which I have 
ever had anything to do. It cannot be answered in the way we are tryin; 
to do it now, in a question about one phase; that is impossible. It took the 
commission many months, fortified by the best experts in the world, experts. 
brought in not only from the United States but from the United Kingdom and — 
all over the place. What the commission finally established was a cost ac- ~ 
counting formula and system which satisfied them in the matter of the | « 
recommendations which they made. If you want to study that I advise you , 
that the detailed evidence brought in along this line stacked on the floor © 
will measure exactly six feet eight inches. I know because I stood beside 
the volumes of evidence and it measured six feet eight inches. 


Mr. Horner (Acadia): Mr. Gordon, I realize that this is a very chaaplic aa 
study. In no way do I wish to review what the royal commission did, or any 
thing else. I want briefly to summarize in my own mind. You Wede thi 
statement two years ago—and I remember well when you made it becaus 
it caused me to have a great deal of fear with regard to the economic conditio! 
and the economic upheaval that would be caused on the prairies. I mentioned it 
briefly yesterday or the day before in this committee, and you said that was — | 
a good statement, that it was a statement setting out future policy, and was well © 
prepared and rel thought out by the top men in Canadian National Rail j 
ways, and that this was the thinking of Canadian National Railways. 


Now, in reading the statement over again—you were good enough to. 
give us all a copy of your speech—my fears were renewed, only doubly SO, | 
when I came to the statement which you made that grain can be haule 
over a distance of 60 to 70 miles cheaper by trucks than by the existing rail. 
road. This is where I am trying to get down to the nub of the problem. - 
live alongside the thin end of the branch line. I know roughly the operational | 
maintenance of this by the reduction of the number of section crews in the 
past year. I know, roughly speaking, of the number of changes in ties on f. 
70 mile line. I ee how often a train comes down there. In fact, 16 or 1 
years ago, the railroad offered to make a special run down there for six 
cars which I wanted to move, six box cars full of material. The railroad | 
said, “You should have called us and we would have run down an engine with. 
a cars rather than you taking it by truck’’, or overland, as the case may —_ 

een. 


This is the question I want to have answered—I do not want to go inton 
the detailed cost accounting or a study of any six foot eight pile of evidence. 
I realize the commission did this but I am not in complete agreement with the 
commission on their answer. They took an easy way out which had receive 
great deal of propaganda—for instance, this business of the Crowsnest p 
isan being a subsidized rate. I do not agree with this for one minute, and I 

ight point out that not all the commission agreed with this finding; it Be s 
ie a united finding at all. ; 


I know enough about trucking to realize that a trucker or a busines 
~ ean give you a rule of thumb on how much it would cost to move a bushel 
grain, or that it would cost 20 cents a mile to operate a truck, and so fort) 
bat I know the railroad must have a rule of thumb with regard to ronnie 


ine is all I am asking. 


| - RAILWAYS, CANALS AND TELEGRAPH LINES ides 


co 


would rather transfer this to a personal discussion with you or to an exchange 
tters in which we will try to satisfy you. My point is this: I am hesitant 
rally because if you are not prepared to accept the decision of the com- 
sion which had at its disposal the best experts in the world and who took 
‘0 years in their studies, if you brush that aside, I have not much hope that 
will convince you. 

Mr. HORNER (Acadia): They did not take two years to study this question. 
Mr. GorDON: No, but this question of the cost accounting branch was dealt 


as I said before, because I think Mr. Bandeen, who was our witness and who 
hhas this information at his fingertips, could have had a very useful talk 
rith you. 

- Mr. Horner (Acadia): I am sorry I did not take this subject up yesterday 
_ but I took a lot of the committee’s time. 


_ Mr. Gorpon: I cannot deal with it now, nor can I deal with it between 
ow and tomorrow, but if you let me take note of your questions to the point 
there we will get in touch with you by mail, it might solve the problem. 


_ Mr. Horner (Acadia): I will bring this up again when we come to 
utlook”. I have to do it. The last chapter deals with the outlook of the 
+N.R. and this is your outlook which also appears in your speech called, 
“grain on the move.” I have to bring this up again and I have to have some 
nswers because I violently disagree and I violently believe that in your speech 
dealing with grain on the move you are doing nothing to alleviate transporta- 
on problems; all you are doing or suggesting should be done is that you are 

going to take the burden of moving the grain off your back and put it on the 
| farmer’s back and the farmer will then carry a greater percentage of the trans- 
portation cost. I know what he gets for a bushel of grain and what it costs to 
produce. You are going to add another 30 cents per bushel to the cost of getting 
e grain to his market. The farmer cannot stand this, nor has the Liberal 
overnment come through with their promises to him. 


_ The CHAIRMAN: We will come back to that. Are we all agreed on 
operations? ! 
Operations approved. 

The CHAIRMAN: We are now on “freight services’. The first item on freight 


____‘-Mr. GrEcorre: Mr. Chairman. I would like to ask Mr. Gordon this question: 
; before, when the express trains arrived in a town and the goods had to be 
_ delivered, the Canadian National had their own trucks— 


The Cuarrman: Now, Mr. Grégoire, are you speaking of trucking or are 


{ Mr. GREGOIRE: Of the freight service as it is mentioned here, Mr. Chair- 
man. So when you ran the freight service you had your own trucks to pick up 
; the parcels and deliver them. The Canadian National owned their own trucks 
_ for the freight service. 

(Text) 
‘Mr. Gorpvow: I have not yet heard the question. You made a statement. 
(Translation) 


e trucks that delivered goods or parcels shipped by express at Jonquiére, 
example? 


Wines WY - Gorpon: I take cognizance of what you said and if it is agreeable : 


ith throughout almost every session of the commission’s hearings. I am sorry, 
; S Yy; 


_ Mr. Grécorre: Did you own the trucks? Did the Canadian National own aN 


OO 
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(Text) 


Mr. Gorpon: I would have to find out about Jonquiere but certainly we 
use trucks to deliver merchandise there. 


(Translation) 


Mr. GREGOIRE: In some municipalities, in some places, you decided not — 
to use those trucks any more but to let this work out by contract to other @ 
firms performing the same service on behalf of the Canadian National. The © 
Canadian National lets these contracts to firms who deliver the parcels, and 
I believe that is what happened in Jonquiére. Now, Mr.— 


(Text) , 


Mr. Gorpon: Yes, it depends on the circumstances. In some cases we dog 


employ truckers by contract. We have many outside contractors for the 
delivery of our goods. i 


(Translation) 


Mr. GREGOIRE: Now, Mr. Gordon, I would like to ask you -this; can an 
employee of the express service or the freight service who is regularly em-— 
ployed by the Canadian National, who is paid a salary by the Canadian ( 
National, at the same time, either as sole owner or as co-owner because he — 


is a shareholder in the company, get a contract from the Canadian National tom 
deliver parcels? a 


(Text) 


Mr. GorDON: This, I am afraid, is a question which deals with the general — 
matter of trucking. If we are going to deal with that at this point, Mr. Chair- hat 
man, I have to make a general statement in respect of our position vis-a-vis | 
the a hole situation that we are in about trucking, particularly in the Province 
of Quebec. 


ig 
Ny 
ee 


(Translation) oe 
Mr. GREGOIRE: But Mr. Gordon the matter of trucking is not necessarily. : 
a matter of general policy, it is merely a matter of whether the Canadian — 
National are in the habit of letting a contract to a full-time salaried employee, * 
of letting contracts to carry goods shipped by the Canadian National, by truckj@ 


allowing him to work both as a full-time salaried employee and as contractors sh 
for the Canadian National? 


(Text) RS 


Mr. VAUGHAN: Does he drive a truck himself? 


Mr. GREGOIRE: He is the owner of the truck and he is a ‘resalar employee 
of the company. 


Mr. VAUGHAN: You asked a question about that, if I remember. BS 
Mr. GREGOIRE: Let us say I will not qualify the answer I received. | 
Mr. VAUGHAN: I realize the answer was not too satisfactory. 

Mr. GREGOIRE: Far from being satisfactory. 


Mr. VAUGHAN: But, as I think we said in the answer, it was not within | 
warn et enss to go behind an eGo to find out what his interests wer ; 


¢ Dae ie 


Mr. GREGOIRE: Let us say he is not necessarily a shareholder. 
(Translation) , 

‘a He is not necessarily a shareholder but if he is the treasurer of a truck- 
i ing company, if he signs the company’s cheques to pay the truckers, if he 
_ looks after the office and management of the trucking company and is at 


_ the same time a regular salaried employee of the Canadian National, is that 
a practice— 
me ext) 
Mr. Gorpon: I do not know of any cases like that. Let me put it this way. 
_ Suppose you and I were brothers and we were both McGregors. I am working 
_ for the C.N.R. and you have a trucking company. Now, you could get a contract 
_ from the C.N.R. for your trucking operations and it might be that I would be 
putting up all the money for you. However, there is no way for the railway 
_ to know that. I could give you $25,000 which might be needed for your business 
_ and you would operate the trucking company—that is your business. However, 
there would be no way for the railway to know that. 
Mr. GREGOIRE: But you are an employee of the C.N.R. and it is proven 
_ that you are the one who runs the administration of the company under my 
t fame as McGregor, you being another McGregor. You sign the cheques, your 
mame appears on the cheques and your signature is on every cheque to pay 
_ the employees of the trucking company. Would it be sufficient to prove that? 


at 


Mr. Gorpon: If the employee was doing that on company time, we would 
_ have a view on it, but if he is doing it on his own time and helping his brother 
with the business in the evening, or anything of that sort, that is his own 
business. When you come to the question of moonlighting, we have a policy on 
_ that, but legally we have no position on it; we cannot stop the employee from 
_ doing what he wants on his own time—this is a free country. 


, P 
} 


r 
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Mr. GREGOIRE: Suppose it is done in the time of the company? 
Mr. Gorpon: Then we would not permit that. 


«f 


yike Mr. GrEGoIRE: Would you make an investigation in a case such as the one 
_ going on in Jonquiere? : 


3 Mr. Gorpon: Please give me the particulars and, certainly, we will look 
‘into that. 


Mr. GREGOIRE: I gave you a lot of particulars in the question I asked on 
the order paper—I mentioned all the names. 


Mr. VAuGHAN: We had difficulty trying to run it down. 


Mr. Gorpon: Most certainly I can assure you that if a company employee 
is engaged in another activity during the company’s time, we would have very 
Strong views about that, but if he is doing it on his own time, then we have 
no business in interfering with him and we would have no right to call him 
before us and to ask him what he is doing with his evenings. 


Mr. GREGOIRE: I am not talking about the evenings but about his day- 
_ time work. 

Mr. Gorpon: All right, if it is in the time that he is supposed to be working 
for the railway, then we have views on it. 
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Mr. GREGOIRE: eu poee he leaves his dds aob in 1 ihe C. NR, durin o 
time when he is employed by the C.N.R., to do some work for his trucki 
company? i 3 

Mr. Miuuar: He must be a Tory. 

Mr. Gorpon: We would have to get particulars on it. I Hewat never run 
into this, and actually I do not know. If he did it during his luncheon hour, if 
he has a regular luncheon period, again it is a question of whether its his 4 
own time or not. 


(Translation) 

The CHAIRMAN: Mr. Grégoire you are going to give Mr. Gordon more — 
details. ) eS . 
(Text) 4 

Mr. Grecorre: If I give you all the particulars on that case, would yous ‘ 
agree to making a complete investigation of it? — , 

Mr. Gorpvon: I will make an investigation to the full extent that 1 E 
have the right to do so, but I am not committing myself to investigate a man’ Ss . 
personal life. 

Mr. GREGOIRE: I am not asking for that; I am asking, within the restric 
tions you have mentioned concerning his daytime work, that is if he is doing { 
that during the office hours of the C.N.R., if he leaves his job to do thew 
whether that could be proven? a 

Mr. Gorpon: We will certainly investigate that. 

The CHAIRMAN: Are we agreed on “sales’’? 


(Translation) . 
The CHAIRMAN: Mr. Beaulé. 4 
Mr. Beaute: Mr. Gordon, did the loading and unloading platforms you 

built at Charny and Sainte Foy for the Quebec service, give the results you 

expected? Ae 

(Text) 4 
Mr. GORDON: You mean expected from the operational viewpoint in regard 

to traffic? a 

(Translation) : 

Mr. BEAULE: Yes, the traffic. When you built the piggyback in Quebec, * 

the loading and inlouding platforms from Quebec to Sainte Foy and St. Mel | 

(Text) 4 . 
Mr. GorpdoN: We would like to see more traffic. We built them for the 

purpose of providing the facilities, and we would then go out after the traffic. 

_ It has not worked out to be as big as we hoped, but we have not given up 

hope and we expect to develop the traffic by making the facilities available. 

First we have to make the facilities available and then we have to go out after 

| the traffic, but at the moment it has not worked out as well as I had hopeg 

(Translation) 

: Mr. BEAULE: If the results did not come up to expectations could tl 

be because of the Peat sales service in the Quebec area? 

(Text) : i! 

Mr. GorpDoN: It is hard to say how effective the sales department has beet 

I do not know how to measure the results of the sales department. All I kni 

is that we have men on the job who we think are doing a good job. I wot 


in answer to your question, that we would like to see more traffic 


ether we can develop more. 


ranslation) 


ser 


oy 


vice in the Quebec area did not give the results you expected, because a 


_ fairly substantial amount of money— 
BP in 


- (Text) 


a that we provided in Quebec have generally been satisfactory. There has been 
_ a satisfactory return, but not as much as I would like to see. You will see 
| _from the piggyback services mentioned at the top of page nine that our ton- 
on age has increased by 5.9 per cent and the revenues by 6.3 per cent over 1962. 


Personally, I am not satisfied with that—I think it should be more—and the 
_ Sales department is now working hard at it and we will see what we can do. 


(Translation) . 
ia Mr. BreauLe: Well that boils down to what I said. Are you satisfied with 
the service you operated in 1960, and the freight service which was expected 
bring the company more traffic? Did that service prove to be a success? 
j e( Text) 

_ Mr: Gorpon: There is a difference between whether it is justified and 


nd I am always looking for more business. 


Mr. BEAULE: Are the company officials satisfied? 
next) 
_ Mr. Gordon: They had better not be. I do not want any of our sales de- 


rtment ever to be satisfied. However, the real point is whether or not the 
_ Imvestment has been justified, and my answer to that is, yes. 


(Translation) 
_ The Cuarrman: Mr. Grégoire. 


_ Mr. Grecorre: I would like to ask another question, as I had another 
question I wanted to ask Mr. Gordon a: few moments ago. My understanding 
s that you may not have the particulars here, but could you let the committee 
aave them before we finish our work? Are tenders called to let the transport 
4 express freight to Jonquiére trucking companies, and how many tenders 
were called, how many will be called, what companies tendered and what rate 
did each bidder quote for that particular town of Jonquiére? 


(Text) 
a. Mr. Gorpon: I have not those particular details. I am prepared to see if 


_Ican get them, but I would not necessarily be prepared to reveal the price 
ft the tenders. I do not think it would be fair 


_ (Translation) 


"at 


i Mr. GREGOIRE: When we ask that kind of question in the House, the minis- 
_ ter does not usually refuse to give us the names of the bidders, especially when 
contract has been let. Or the price tendered or who got the contract. It is 
me all the time in the House, so I do not see why the Canadian National 
Could not provide the same information. 


an we have now, and we are certainly keeping up the pressure to see 


_ Mr. BEAULE: So you can affirm that the money invested in the freight sales 


Mr. Gorpon: No, I would not say that as a general reply. The facilities 


hether I am satisfied—there is a great difference there. I am never satisfied, 7 
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(Text) 

Mr. Gorpon: I doubt very much if the Canadian National ever has eiven 
the actual prices. I do not recall that we have. I would give you the names but 
I do not think we ever have given detailed information on the actual price 
of the tender. 


(Translation) 

Mr. GrecorrE: In that case Mr. Gordon could you just tell me what I want 
to know? I would prefer if you could, but if you cannot will you at least tell 
me how many people bid, the names of those people and whether you accepted 
the lowest bid. 


(Text) 

Mr. Gorpon: Yes, we could tell you that. I do not know how quickly we 
could get that information for you but we will attempt to obtain it before the 
committee is over. 


(Translation) 

Mr. GreEGoIRE: One final question. In regard to the express service now 
replacing the train that used to run between Jonquiere and Chicoutimi, have 
you received any requests for the trucks to go along the west shore of the 
Saguenay towards Chicoutimi and then return to Alma along the west shore 
and onto the east shore of the Saguenay to Jonquiere, so that about twelve 
fairly large municipalities located on the east shore of the Saguenay, namely, 
St-Ambroise, St-Nazaire, St-Jean-Vianney etc., could be served? 


iemt) (2 
Mr. GorDON: Well, we would not have that information in headquarters; 


that would be a matter for the local officers and, again, I would have to make — 


inquiries locally to find out the answer to your question. This would take 
time. Normally, we would not have detail of that kind in headquarters. 


Mr. GREGOIRE: Would it be possible for you to take that under consider- r 


ation? 
Mr. GORDON: Yes, we will find out for you. 


Mr. Rock: Mr. Gordon, Céte de Iiesse boulevard in the constituency of — : 


Jacques Cartier-Lasalle is becoming the hub of transport in the province of 
Quebec. There is access to the airport from that area. The Canadian National © 


and Canadian Pacific hump yards are there. Also, in the vicinity of this boule- 


vard a great number of trucking companies have established and, from the : 


i 


main hump yard there is a track going to Céte de Liesse boulevard for piggy- 


back service. 


a 


Is the piggyback service in that area profitable? Are you doing a big busi- 


ness with all the trucking firms in the area? If such is not the case is it because 
possibly your service is slower than the trucks which proceed directly from the 
Montreal area to Toronto? Are the railway operations too slow for that 
service? 


Mr. Gorpon: Generally speaking, in respect of this same question you 
are asking, I made certain requests only a few weeks ago because I am not 
satisfied we are getting enough piggyback business. As I said in answer to a 


? 


: 


1 


previous question, the existence of the facilities has been justified, but I think 
there is more business to be obtained. We have to discover why we are not 


getting that business and ascertain whether it is slowness in the service, lack of 
sales appeal or some other reason. But, in any event, I have put them on the 


spot. However, it will take a while to get the results of the study. I am after” 


this very thing as I am not satisfied with it. 
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I. Rock: Ican understand your dissatisfaction because you do have rail 
centre of this hub and your piggyback service is at the back door of most 
trucking firms in the Montreal area. 


Does the same situation exist in other areas; in other words, in the — 
“Toronto area is your piggyback service located in the hub of a trucking area 
where you can unload immediately in that same given area, as in the case of 
A ontreal, where you have the central offices, warehouses and trucking firms. 


_ Mr. Gorpon: There is not as much concentration in Toronto; but, there is a 
concentration and we have located the service at the most convenient points. 
‘i : 

_ Mr. Cowan: I have to agree with you. 


ae 
ps 


. (Translation) 


Mr. BEAULE: I have a supplementary question, Mr. Chairman. I would like — 
_ to ask Mr. Gordon whether he does not consider that the cost of operating the 
freight sales service is too high, and causes the present state of confusion that 
exists in the department. 


Mr. GORDON: It could be; I do not know. That is what I am trying to find 
it. I am asking for a study of the whole situation to determine why we are 
t getting more traffic than we are getting now because as I said before, I 
not satisfied with it. 


_Mr. KENNEDY: There has been a gradual separation of mail services from 
ailway trains over the past few years. I would like to ask what effect this 
s having on the economic aspect from the point of view of the railway, and also 
vhat effect it is having on express traffic. Is more express business going to the 
ost office because of this separation? 


_ Mr. Gordon: Yes. But, generally speaking, the decision as to what mail goes 
orward is something that rests with the post office, as you know, and they have 
een making their studies on the basis of determining what is the cheapest 
orm as well as the more flexible form. And, in the cases where it has left 
he rails, it is, generally speaking, because they found it more flexible by 
rucks. They are running trucks at times when it does not suit our particular 
ming. Of course, any business that we do lose has an effect on our railway 
nerally and we do not like to see it. But, again, it is a matter of competition 
1 that area. 

_ Mr. KENNEDY: What effect has it on the express business? Has the post 
ffice taken over more express because they deliver it now to the different 
mmunities? 

_ Mr. Gordon: Do you mean has their competition hurt our express business? 
Mr. Kewnepy: Yes. 

Mr. Gorpon: Generally speaking, no, because the post office handles smaller 
% packages. In express, we prefer to handle the large stuff; we are not too keen 
_ about the small packages, as a matter of fact, because we do not think they are 
conomical, from our point of view, to handle. 


_ Mr. Luoyp: Mr. Gordon, under the heading “sales” in respect of the over- 
_ all policy I notice that you use the words “market-oriented approach’’. J sup- 
i ‘Pose you anticipate that the Canadian National eventually will occupy a position 
Similar to that held by the Canadian Pacific Railway in terms of seeking a sales 
volume at the cheapest possible cost to the user. That is your general orientation 
‘ ‘hat you mention from time to time. 
___ Mr. Gorpnon: Well, as a matter of fact, what I have reference to here is 
e€ market-oriented approach, and this is something we pioneered. We were very 


ch ahead of the C.P.R. in this regard. They followed. This is a service to our 
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customer, which commences by a study which we will make in his particular 
plant in respect of his whole problem of movement. Very often we make sug-— 
gestions to him in regard, for instance, to his type of packaging, his type of 
movement, how to take advantage of our incentive rates by way of volume, and 
so on. We study his problem in conjunction with our own and give him advice 

on how he can reduce his transportation costs. As I say, we provide that as a 
service to individual customers. It is a very objective service for the purpose of © 
providing the technical skills that we have to help our customers resolve he 
distribution problems to their benefit as well as to our own. 

Mr. Litoyp: I am a little concerned, Mr. Gordon, in this very ne 
search for anomalies to keep rates down that perhaps some areas of the country 
which have enjoyed the economic activity derived from railroad operations may 
suffer, and I am particularly concerned with your movements of freight into- 
Canada and from Canada; in other words, your export freight movements. For 
instance, you operate lines to United States ports for export movement, do you. 
not? 

Mr. GORDON: Yes. 

Mr. Lutoyp: You say in your report that the freight sales organization is” 
currently reviewing the system’s competitive position in anticipation of greater 
freedom in pricing which may result from federal government legislation based 
on the recommendations of the royal commission on transportation. If you ob-— 
tain the greater freedom you anticipate will this mean the emphasis will be 
solely on obtaining traffic at the cheapest possible cost to the user and does” 
it mean you will utilize the opportunity to move freight through United States 
ports as compared with, say, Saint John and Halifax? 4 


Mr. Gorpon: Well, of course, the route of the traffic is at the shippers dis- ‘ 
cretion, not ours. In most cases the shipper will decide how he wants the traffic 
routed. If it is left to our discretion then we are under a general obligation to 
use a Canadian port. This is a requirement of the Canadian National Railways 
Act, section 21. I will read it to you: 4 


The board of directors shall so direct, provide and procure that all 
freight destined for export by sea that is consigned within Canada for 
carriage to national railways either at point of origin or between that and 
the sea shall, unless it has been by its shippers specifically routed other- 


wise, be exported through Canadian seaports. 3 
That is the legal direction to the Canadian National. : 
Mr. Luoyp: The out, of course, is unless it is directed by the shipper. 7 


Mr. Gordon: Yes, and the shipper has control of his routing. 
Mr. Luoyp: So, generally speaking, I suppose a good deal of your moverngii 


is governed by the shipper? . 
Mr. GORDON: Yes. : 


Mr. Luoyp: And because it is dictated by economical considerations 
to him. 


| 


Mr. GORDON: Yes. . 
Mr. Lioyp: Because he may find that by dictating the routing he may 
save money? qe 
Mr. GORDON: Yes. 
Mr. Luoyp: Or, get a faster delivery? | Bi 


Mr. Gorpon: Yes. 


Mr. Luoyp: So, the economics of this operation are controlled by the shipper | 
or the importer, perhaps, in some cases? i 


Mr. GORDON: Yes. 
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Mr. Luoyp: Now, Mr. Gordon my next question is being directed toward 
ie ar effort to sharply distinguish between what will be the Canadian National’s 
position in the future as against the role of government. As I see it, from the 
comments which you have made,—and I would like you to confirm this if I am 
_ right—you are trying to put the Canadian National organization as closely as 
possible in its management and decision making in respect of the operations of 
‘railways in a similar position to that of the Canadian Pacific Railway or any 
private competing transportation system. Therefore, all of your decisions will 
_be based upon the economic feasibility to the system from the net revenue point 
ot view. This means that in the future if you shifted this position, and if it 
a becomes desirable on behalf of the government of Canada to subsidize your 


rail operations to promote utilization of export shipments through Atlantic 


_ ports, for example, then that will have to be a government decision and 


% not yours. 


i 
. Mr. GorDON: Yes, and I would hope and expect that the government decision 
» would apply in the same way to the Canadian Pacific Railway as it applies to us. 


a4 Mr. Lioyp: Well, it would have to apply to all carriers involved in the 
movement of export goods. In essence, what you are saying is that you are 
_ trying to establish the Canadian National as an agency which does not in its 
- operations conduct subsidy operations which are economically not feasible 
judged by normal transportation standards. 


‘a Mr. Gordon: We are operating on a commercial basis; in other words, we 
mow the same general commercial principles. 
3 


_ say in the United States, then we have to look to a government measure, which 
_ involves a subsidy to you, the railroad, to bring that about. 


: Mr. Gorpon: In this connection you must remember that the railroad never 
_ consciously subsidizes anything. By the general principle of the legislation of 
_ today and, I believe, by the legislation of tomorrow our rates have to be com- 
_ pensatory and we are under challenge at any point to establish that our rates 
_ are compensatory if a challenge is made in that respect. So, we do not subsidize 


a any rate. If the government, by reason of policy, provides the Maritime Freight 
_ Rates Act, then that is for the benefit of the shipper, not us. All it means to us 
_ When we collect a subsidy in respect of a shipment is that the actual shipper 
_ Pays part of the freight rate and the government the remainder. We regard it 
as revenue, not subsidy. 

____- Mr. Luoyp: I am only trying to focus your attention on areas wherein you 
_ Could operate. 

Mr. Gorpon: That is right. 


Mr. LLoyp: Because you have the utilization of the harbours board facilities 
in Saint John and Halifax, which are governed by shipping, that shipping is 
related to the movement of export goods to and from the country. The extent 
¥ of the utilization of those facilities is governed by whatever policy of govern- 
- ment is in effect to bring about a greater utilization. As you know, studies now 
_ are under way and I wanted to make certain that all our effort is concentrated 
In the one direction. It would seem to me that if we think this is reasonable 
we should pursue it. It is a government measure in respect of subsidy either 
to the shipper or in some other way; it is not the railways who initiate it. 

Mr. REGAN: Mr. Chairman, I have a supplementary question on this subject. 

However, I am not to gather from your remarks, am I, that the railway is 
_ heutral in the question of whether or not subsidies should be applied? In other 
words, surely your railroad, if it wants to operate at a profit would want to 


_ Carry a volume of business, and would have a direct interest in having the 
21174 33 
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government decide upon a ne aaa would Subsidies: aoe a ‘export 
cargoes through the Atlantic ports, for instance, in the face of the growing types 
and kinds of indirect subsidies to your competition, the ocean going vessels that 

go up through the St. Lawrence river and seaway system. 4 

Mr. Gorpon: Yes. We would have an interest in anything which encourages - 
the traffic to come through Canadian ports and on to Canadian railroads and 
to the extent that we have been asked for advice or given the opportunity™ 
to push this, we do it. q 

Mr. Recan: And, you agree at the present time there are a growing 
number of subsidies to export traffic moving by way of water compared to rail? 

Mr. GorDon: Yes, we think so. However, it is hard to make a specific case 
in regard to it. There are some obvious types of facilities provided and so forth 
which benefit the water carriers. 4 

Mr. Recan: Is it not a fact in 99 per cent of the cases that this results in , 
the wages for conveying these goods going to people who are not Canadiangl 
because of the foreign owned bottoms which are carrying goods moving in the 
seaway system and if these goods were moved by rail these wages would remain 
in Canadian hands. 

Mr. Gorpon: I would not disagree with you. 

Mr. Recan: In respect of the overseas freight service through Atlantic 
ports, what duties in this connection would Mr. Matthews and, indeed, all your | 
people in England, have? 4d 

Mr. Gorpon: Our office in London is there for the purpose of keeping i 1 
touch as much as possible with known movements of goods and trying to direct 
them so that when they will finally land in Canada they go on Canadian 
National Railways. We have a connection with a number of shipping firms. — 

Have you the list there, Mr. Vaughan? 

Mr. VAUGHAN: Yes. This arose out of Mr. Lloyd’s question yesterday. Ww 
have an association with Cunard, Furness Withy, Poseiden, Montreal Shipping, 
the Headline, the Manchester Line, and the Fjell-Oranje line, which is a Dutch 
line; and we have a very friendly and beneficial arrangement with the shippi 
companies which compensates for our lack of ships when compared to t 
Canadian Pacific Railway. We think this is a very good arrangement which 
have with them for shipping goods overseas and as well bringing them into 
Canada. a 

Mr. Gordon: The point there, you see, is that all of these companies witl 
which we have a close working arrangement are competitors of Canadi 
Pacific steamships. Therefore, they have an interest and they prefer to | 
friendly with us and direct cargo to us if they can in view of the fact that t 
themselves are competitive with Canadian Pacific. So these arrangements art 
very valuable to us. if 

Mr. REGAN: I go into this question because when I was in England in Ap ril 
I had the opportunity to meet with your people there and I was very impre 
by the liaison they have with the different shipping companies. As I understand 
it, however, they attempt to co-ordinate cargoes that are destined for Canada, 
working in liaison with these companies, and to promote the idea that t 
shipments would arrive in a port that is serviced by Canadian Natior 
Railways. ‘¢ 

Mr. GorDON: That is right. We have more than that; we go beyond 
into Europe, and we have a number of agents throughout Europe which 
also in touch with possible cargo shippers. 


Mr. Luoyp: May I summarize this area if Mr. Regan has finished? H 
you finished? 


i) 


i , a 
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dual riding in Halifax and we share our concern about the utilization of the 
‘ports in Halifax. That is quite obvious. 
- The CHAIRMAN: That is why you divided your speech! 
_ Mr. Lioyp: And on various occasions this is a very useful device. 
Mr. Gordon, you would say, then, that you have a distinct interest in the 
ilization of your rail lines derived from an expanded export activity through 
she Atlantic ports? 
| Mr. Gorvon: Yes. 


_ Mr. Lioyp: Because you must have some grave concern about the utiliza- 
jon of your system in the Atlantic provinces. That would be so, would it not? 

You have substantial deficits in operation now in that region. Is that region a 

bstantial deficit area? 

_ Mr. Gorpon: We do not break down our bookkeeping in that respect by 
rying to identify the specific areas. We do not keep our books in that fashion. 

=| Mr. Luoyp: Thank you. 


The CHAIRMAN: Mr. Lessard. 
ranslation) 


_ Mr. Lessarp (Saint-Henri): Mr. Gordon, regarding the freight service, 
ind since we are on the subject of the piggyback, would you tell us whether 
four department intends to service that yard on a temporary basis only? Are 

‘those buildings intended to remain there permanently, or are you going to 
ntinue to serve that area in the future for the piggyback? 


| (Text) 

_ Mr. Gorpon: You said something about the Turcot yard? 

c _ Mr. LEssarp (Saint-Henri): You use the Turcot yard for your piggyback 
Operations. Is that a temporary arrangement or will it be permanent? 

oy, Mr. Gorpon: That will depend upon the circumstances. We have our 
€w yard coming into operation in Montreal and we will provide piggyback 


facilities at any point where we think we can get the business. Certainly where 
ve have built them now we intend them to be permanent, but we may expand 


nem. 

_ The CHarrMaAN: Gentlemen, shall we carry on or does the committee wish 
) adjourn now? Mr. Horner, you have a short question? 

_ Mr. Horner (Acadia): Relatively short, Mr. Chairman. If you are planning 
2 recess at noon I am prepared to wait until after the adjournment. 

_ The Cuarrmawn: I have no plans; I am in the hands of the committee. 

_ -Mr. Horner (Acadia): My question has to do with services. I am prepared 
to pass sales. 

The CHAIRMAN: Have we finished sales? 

Agreed. 


ee, Then we will deal with services. Mr. Horner. 

Mr. HORNER (Acadia): Mr. Gordon, I have noticed your interest and 
our concern about the social upheaval with regard to the workers in the run 
rough problem. You have emphasized, I think more this year than in 
revious years,—although I have not been a member of the committee every 
ear—that Canadian National Railways are duty bound in many cases to 
vide a service to localities and areas. In your Winnipeg speech you 
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suggested an integrated trucking system which would be devised from the. 
farms to the main lines. Should I take it that this would form part of the 
services which you feel you are duty bound to provide? F 


Mr. Gorpon: I do not know. What I was trying to do in that whole speech 
was to make the point, among other points, that the railway is not the only 
outfit concerned with this problem of moving grain. I do not know what the 
solutions are. I have merely pointed out some areas that ought to be studied. 
It may be that in the course of that examination it will be found that various © 
devices could be used, and an integrated trucking service may be one of 
them; it might be community-owned; it could be railway operated; it could | 
be any one of a half dozen methods. There is no one method that I am_ 
specifying there. You see, in the speech to which you refer I was trying to 
get some action; I was trying to alert people to the fact that necessary studies — 
are not taking place. I think I used the expression, if I remember correctly, 
that it does not seem to be the business of anybody to do it, to co-ordinate it, 
and that there is no co-ordinated study or examination taking place. The 
result is that each individual part of the problem is being dealt with on an ~ 
individual basis. 3 

I am worried about the railway basis. The things we are doing today in- 
our own interests are not necessarily in the best interests of the whole 
problem. I used a lovely word, and I am not sure if I can pronounce it again, 
I called it ‘“‘suboptimization’’. | 


Mr. Horner (Acadia): Explain! 


Mr. Gorpon: Well, I can explain it, believe it or not. It is this. When you 
have a given problem and you make a analysis of it, unless all the factors 
that are available for the solution of that problem are brought into play, unless 
they are all co-ordinated, then you will get a lower degree of solution than 


3 


you otherwise would. 4 
Mr. Miuuar: In other words, it is simply that the problem cannot be 
analysed from the viewpoint of the railroad only? ; 


Mr. Gorpon: That is my point, and if it is analysed only from that point — 
of view, then you will get ‘“suboptimization”. You will get less benefit out of 
the solution than you otherwise would. 


Mr. HORNER (Acadia): It is a beautiful word. 


With regard to your services and your concern, you are more or less oblia | 
gated to provide this in many areas. Do you have this same feeling of obligation 
with regard to your trucking interests? Do you feel obligated in the truck— 


ing interests generally to provide this same service to the people? # 


Mr. Gorvon: I bump up against this every time you mention truck=_ 
ing. I would ask the indulgence of the committee not to have me answer any 
question on trucking until I have made a statement that, on the advice of 
counsel and on the advice of our legal department, I must make. I am 
obliged to make this statement to you, so if you wish to deal with truckin g 
I will deal with it then. 

Mr. Horner (Acadia): I do not want to deal with trucking yet but I am_ 
just trying to tie in the obligation to provide a service. If your statement will | 
deal with this, I will forgo my question. 


Mr. Gorpon: The obligation to provide a service is a general obligation — 
where Canadian National Railways are located. We accept that we have an 
obligation to provide an adequate service. It is not necessarily a railway service; 
it might be provided by somebody else. This is where we get back again to the 


RAILWAYS, CANALS AND TELEGRAPH LINES 205 


-a service in which we are losing money and there is no logical alternative, 
then, as I understand the legislation, they will say to us “You continue the 
- service, and we will pay your losses.” 

me Again, I am speaking subject to what the legislation is going to say. That 
is what the report said. 

2 Mr. HoRNER (Acadia): Going back to your statement on the integrated 
_ trucking service and providing a service, I was trying to arrive at a conclusion 
_ or otherwise as to whether you would be obligated or feel obligated to fill 
_ this gap. 

Mr. GorDon: It depends, but not necessarily by trucking. It is a service. 


y Mr. Horner (Acadia): I have one further question on services and I will 

; forgo any questions upon the obligation under trucking right now. 

te I notice that the use of containers was expanded in certain operations. 

This is a new innovation on the part of Canadian National Railways. How 

iis it going? How big an expansion is it, and is it being accepted by the shippers 
~ concerned? 

ui Mr. Gorpon: It is pretty much in the embryo stage at the moment. We 

see a good potential for it but, mind you, it has been working for quite a 
_ number of years in Newfoundland and we have devised changes in the con- 
- tainers there too. It is a regular part of our system in Newfoundland. In New- 
_ foundland, we have 530 aluminum containers in use already. This is something 

_ we think we can develop. 


Mr. HoRNER (Acadia): Particularly in the movement of one cargo from 
_ one means of transportation to another, I would think. 
Mr. GorDoN: It would be valuable there too, yes. 
| Mr. HorRNER (Acadia): How is it accepted by the workers? I am thinking 
_of the workers who have to move the containers. 

Mr. GorDON: They are quite happy with it. It is very easily done with 
fork lift trucks and so forth. We are finding more and more that our workers 
_ appreciate and realize that traffic is traffic and that traffic means jobs, no matter 
how it comes. 

The CHAIRMAN: Mr. Rock, have you a point? 
| Mr. Rock: Yes, Mr. Chairman. I believe when we came to the item about 
freight service you made a statement that we could talk on all of these. 
_ The CHAIRMAN: No, no; one item after another. We finished sales a while 
ago and we are now discussing services. 
2 Mr. Rock: I think most of the members did speak in general on a lot 
_ of these things. 
The CHaIRMAN: No, not up to now. 
Mr. Horner (Acadia): I was directly discussing service. 
4 Mr. Rock: No, I am not bringing you to order, Mr. Horner; it is just 
the fact that many of us spoke about equipment and express freight. 
The CHarrMaN: No. I think I have been pretty much on the line in this one. 
Mr. BEAULE: I move adjournment. 
Mr. Rock: We have been speaking of freight, and that is a service. 
The CHAIRMAN: No, we have been discussing sales. 
Mr. PascoE: May I ask one supplementary question? This is supplementary 
to Mr. Horner’s question and it might be repetitious to a certain extent. 
Two years ago in the committee we had a discussion on the master grain 
handling plan. At that time I asked if the railway would be interested in 
having large trucks to fit in with this, and your reply, Mr. Gordon, was that 


that would need to be studied. My question now is whether you have had 
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any studies made since then. Is it ee a general aut: or have you faa any 
detailed study with other interested parties in regard to that? That was two” 
years ago. 

Mr. Gorpon: You are talking about the master grain handling plan. 


Mr. PascoE: Yes, the master grain handling plan whereby the grain would | 
be trucked from country elevators to central elevators. q 


Mr. Gorpon: No, we have done nothing further on that. 
The CHAIRMAN: Mr. Rhéaume. a 


Mr. RHEAUME: I have just a general question and I can ask it probably _ 
under services although the same question applies to just about all eon 
of the railway. I will ask it specifically under services. : 


It seems to me that the thread running through all our questions, Mr. ¥ 
Gordon—and I want you to correct me if I am wrong—is the recurring theme 
that it is pretty important that the government immediately consider implement- 
ing the MacPherson recommendations, and indeed that in this area, as in 
just about every other area we have discussed, Canadian National is expecting 
immediate action. Canadian National Railways have even geared their stafi 
to this. I see the expectation of this legislation recurring many times in your 
answers and even in your report, the expectation of something being done 
right away. 


Mr. GORDON: Yes, we have been expecting it for the last year—hoping and 
expecting. 


Mr. RHEAUME: Then Canadian National Railways, as an important and 
large company operating in Canada, would be distressed if the legislation were : 
to be shelved? Sh 


4 

Mr. Gorpon: I can go further than that. On this particular subject I cay T 

be presumptuous enough to speak for the Canadian Pacific Railway because | 
am sure we both have the same view. We are both anxiously awaiting the 
implementation of this legislation. . 


Mr. RHEAUME: So if there is truth to the press report today that the legis- 
lation is to be shelved, this would be not only a source of distress but would 
perhaps modify some ne the things you have been saying? 


Mr. GorDon: Yes, it would be a very distressing thing in regard to man 
factors if the legislation is delayed. There would have to be compensations — 
relation to what that means. I have had no conversation with the government 
that leads me to believe that the legislation has been temporarily shelved. I do 
not know anything about it. I do not believe all I see in the papers. But if w 
are advised formally that the legislation is to be delayed, then I think “i 
Crump and I would feel it necessary to talk to the government and find out 
what is involved because it will have a very serious impact upon us in respect 
of the money situation and many other things. q 


Mr. RHEAUME: For the record I want to advise Mr. Gordon what it is. 
which I am referring. 


The CHarrMAN: I think, Mr. Rhéaume— ] 


Mr. RHEAUME: I am not referring to a rumour. I am referring to an article 
that appeared in the Globe and Mail this morning. oe 


The CHAIRMAN: I think it has been referred to by someone else. 


Mr. RHEAUME: I just want to indicate to Mr. Gordon what it is. It is a story 
in today’s Globe and Mail which says that an official in the office of the tra 
port minister, Mr. J. W. Pickersgill, said he did not know when the legisla 
would be brought forward and that the debate on the flag must be cle 
out of the way first. It would be important, if it is not to be proceeded w 
for your company to know right away, Mr. Gordon? ite 
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\§ ‘Mr. Gorpon: As we stand now and, as far as I know, as Canadian Pacific 
ay ands now, we have been told that legislation is included in the list of legisla- 
tion slated in the house. I do not know of any change in that. 


Mr. Rukaume: If it were shelved it would be a serious blow to Canadian 
ational Railways and to the Canadian Pacific Railway? 


a Mr. Gorpon: If it were, both Mr. Crump and I, I think, would feel it 
necessary to have a talk with government with regard to the implications 
_ which flow from such a decision. 

The CHAIRMAN: Are we through with services? 


_ Mr. FisHer: Mr. Gordon, have you and the Canadian Pacific Railway in 
_ concert any joint appraisal of what effect the elimination of the bridge subsidy 
- will have upon shippers within the bridge territory itself? 


Mr. GorDON: Yes. You asked a question before, I think, on the subject of 
_ the East-West subsidy, and perhaps I can answer the whole thing at one time. 


‘ 


_ Commissioners has found it necessary to adjust it from time to time in relation 
_ to the volume of traffic because they cannot keep the rate steady, and there 


Mr. FISHER: Yes. 


‘ Mr. GORDON: You say what would be the effect when that subsidy is 
eliminated. I just do not know, but I would suspect that it would have an 


saw mill operations. The margin that enables them to operate is very narrow 
because of the very strong competition from western lumber. Very substantial 
' expenditures have been made recently both on the south and north lines of 
_ Canadian National. Canadian Pacific does get some of the traffic. These people 
i are very worried about the effect of the removal of the bridge subsidy. I am 
sure they are going to be down here protesting it when it is before the com- 
mittee, and it may be a useful process. However, I think some encouragement 
might be given them if they felt the railways, in concert, were prepared to 


4 


look at their situation and if they considered the railways would have sufficient 
_ flexibility under the new situation to give some kind of incentive rates, or at 
least an undertaking to look at the possibility of some kind of incentive rates 
to enable them to keep in business. 


is 
ny 
Mr. Gorpon: We will certainly do that. In any cases where these artificial 
_ Subsidies are eliminated it will be a practice to investigate very closely how we 


continue to hold the traffic. 


<A We are not just going to have an automatic adjustment of the rate. We 
_ Want to see what needs to be done to hold the traffic. If we cannot produce a 
compensatory rate, then that is it. If the competition is going to take it away 
_ from us, that is one thing, but we will most certainly consider the problem of 
the particular enterprise not only to retain the traffic for the railway but to 
sist them to reach their market on a basis where they can be competitive. 


x 
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Mr. FISHER: In this question, how close is your interaction with the C.P.R. — 
since you both tend to serve, not identical points but generally, the same 4 
region? Will there be a serious attempt on the part of the railways in concert 7 
to keep their rates at a level, or is there a likelihood of some kind of bidding © 
developing? 

Mr. Gorpon: I do not think it will work in the way that there will be © 
much bidding in connection with the railway freight rates as between the two © 
railways. I think we will reach a rational point where the rate will be a com- — 
mon rate because whoever quotes it, it will be met, and so there will be an 
automatic level established in that way. . 


Mr. FISHER: That is all the questions I have on that. 
The CHAIRMAN: Are we through on “services and equipment’? 


Mr. HornER (Acadia): Not on equipment. I would suggest that we finish ; 
with services and that we break for lunch. a 
The CHAIRMAN: Are you through with services? We will go on with equip- é 
ment at 3:30 p.m. a 
Mr. MAcEwan: I am on your list for equipment. 


The CHAIRMAN: You are always on the list if Mr. Horner gives you a 
chance. The meeting is adjourned until 3:30 p.m. 


AFTERNOON SITTING 


THURSDAY, June 18, 1964. 
(Text) 
The CHAIRMAN: Order gentlemen, we have a quorum. 


(Translation) 


Mr. BEAuLE: Mr. Chairman, before we proceed with this meeting, I am ~ 
wondering if we could not sit earlier tonight, at 7.30 instead of 8 o’clock, due _ 
to the fact that Mr. Gordon would like to be in Montreal tomorrow on © 
business. The work of the committee would progress more rapidly if we could — 
sit at 7.30 instead of 8 o’clock. _ 


(Text) 


The CHAIRMAN: You have heard the suggestion of Mr. Beaulé that we 
should sit this evening at 7.30 instead of 8 o’clock in order to see if we cannot — 
finish and allow Mr. Gordon to return to Montreal. © 


Mr. HORNER (Acadia): I am agreeable to that suggestion. 


Mr. LESSARD (Saint-Henri): If that is put in the form of a motion I wil 
second it. | 


Mr. HORNER Qicnia). I would be prepared to be here at 7 o’clock, Mr. 
Chairman. The Pearson film is being shown at 8.15 and I would like to get to ita x 
However, I do not like to interrupt my duties here and I will be here. ae 


The CHAIRMAN: Then it will be 7.30. 


Mr. Lioyp: There may be another investigation in the privileges and : 
elections committee. Re 


The CHAIRMAN: On adjournment, gentlemen, we were on equipment. 
Would you proceed, Mr. MacEwan. 


. 
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Mr. MAcEwAN: In connection with this matter, I would like to make a 


short statement on some criticism which has been levelled at the Canadian 
_ National in respect of certain types of equipment. I believe it was answered 
in the press last winter and it mainly was to the effect that some of the 
United States cars which were rented by the Canadian National and used by 
it on the Canadian lines for transporting mainly perishable goods, such as the 
spuds from Prince Edward Island, were not as efficient or as good cars as the 
_ Canadian ones, and I am wondering if we might have some comment on that. 


I would ask you to comment also on the fact that the cars used on Canadian 
lines in ratio to the United States cars were at one point 10 United States cars 
to one Canadian car. Also, I believe it was stated that if new equipment was 


_ put on the line by Canadian National to close this gap this would increase the 


transportation costs of these products. Could we have some comment on these 


matters, Mr. Gordon? 


Mr. Gorpon: I dealt with this matter when I was in Prince Edward Island 


a just recently and met with a group in connection with this very point. 


It is perfectly true the Canadian National reefer car is a better car, gener- 
ally speaking, than the American car, but it is a pure matter of economics as 
to how many Canadian National cars we should provide ourselves in respect 
of the traffic available. It has been a traditional practice to use American reefers 
on a rental basis because they are quite satisfactory for moving the product. 
We find, generally speaking, it is cheaper than making a very large capital 
investment that would be involved in enlarging our fleet of Canadian National 


mecars. 


Mr. MacEwan: I noted during the past year in the publication Track, 
which is put out by the Canadian National and covers their employees, that 
two new types of cars were brought out, the prairie schooner and the high 
beam car. I was wondering whether these cars are now utilized and are proving 


fully successful in your operations? 


Mr. Gorpon: Perhaps you could answer that question, Mr. Demcoe. 


Mr. Demcoe: The schooner is being used. I presume you have not seen 


_ them on the railroad. This is the low gondola with either a steel or canvas 
cover over the top of it. 


The high beam car is still in the experimental stage. 
Mr. MacEwan: Finally, I wanted to say this. There has been a suggestion 


that there would have to be a major replacement of diesels on the Canadian 


National and three factors responsible for this were listed: the first factor was 
the shorter life of the diesels. The life of the diesel was estimated to be about 


20 years. It is shown that some of them are spending too long a time in shops 
_ because the parts are no longer readily available for them. 


The second factor is the heavier work load and in view of the heavier 
trains that are running now heavier diesel units are required. Instead of the 


1,600 horsepower units it has been found that 2,200 to 2,500 horsepower units 


give better service and it has been suggested that savings from using the 
larger and more powerful diesels would offset the earlier write-offs of the 
older units. 


The third factor is the increase in traffic. I understand that during the 
past winter the Canadian National rented about 20 diesels from American 


railways. I was wondering if any planning has been done in this connection 


or is the feeling in Canadian National, with the matter of recapitalization 
before it, that the necessary legislation on the MacPherson royal commission 
report should come forward and be studied before any real planning is done 


in respect of the diesel program. 


; i _accept them, thus causing double expenditure. Are you taking steps to ay 
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Mr. Gorpon: Are you Veue from a trade nee whe 
_ Mr. MacEwan: Yes, I am reading from the Financial Post. I have’ not the 
date of it but it was sometime in February or March of this year. 

Mr. Gorpon: Yes. It sounds like a newspaper article by a manufacturer of | 
diesels who hopes to sell more diesels. But, generally speaking, our diesel © 
inventory is satisfactory. There may be some odd purchases or replacements — q 
arising out of traffic requirements but, generally speaking, we are not dissatisfied — 
with our inventory as it stands. Is that not correct, Mr. Demcoe? a 

Mr. Demcor: That is correct. We have four units on order now and thay 4 
are for replacement purposes. 

Mr. MacEwan: That is the heavier units? 

Mr. DEMCOE: Yes. 

Mr. MacEwawn: Finally, as I understand it, the payment of rental on United - 
States cars does not cost as much as if you went out and bought more cars for 
the Canadian National lines. | 

Mr. Gorpon: No. I think the reference to that was we have an insurance — 
arangement, so to speak, wherein some of the American railroads make | 
available to us diesel locomotives if the grain shipments reach a point where we 
can not handle them. I cannot remember at the moment whether or not we © 
took many of them. How many were there? i 

Mr. Demcor: There were forty. Ri 

Mr. Gorpon: It was a short term insurance arrangement in that respect, - $ 
But, if we found in the long run, of course, that we needed more diesels we 
would not continue renting them: we then would feel it necessary to invest — Ki 
capital and buy new diesels if there was a long, steady increase in traffic. : 

Mr. MacEwan: And, I presume, the same would apply to your oe i) 
devices and rolling stock. { 


Mr. Gordon: Exactly. 


(Translation) 
The CHAIRMAN: Mr. Beaulé. 
Mr. BEAULE: Mr. Gordon, as you know, there are several pulp and paper 
mills in the Quebec district. ‘Since some time, there is a shortage of freight 
cars for the transportation of this product, BS I know that the International d 
Building Paper had to turn down several freight cars which were not sufficiently - 


clean to carry paper. Have steps been taken to improve conditions at the pulp 
and paper mills respecting the transportation in freight cars? : 


(Text) q 

Mr. GORDON: Well, this is a continuing question in the railroad. It is part 
of our day to day problem. We have spotted shortages at times but, generally és 
speaking, our cars are quite sufficient to take care of the traffic that you 
mentioned. We already have worked out a very good system of specifying 
special cars for the newsprint traffic; these are the yellow door cars that we 
originated following our own research work on them. These yellow door cars 


are specifically kept in shape to ensure that they are satisfactory for the trans 
portation of newsprint. 


(Translation) 


Mr. BEAULE: But when there is such a shortage and employees must cl 
the freight cars, the company must pay overtime for this purpose, and w 
the cars reach the pulp and paper mills, the authorities at the mills refuse ~ 
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ae in 1 the ftir, fe) oer when cars are being ae and if you 
not have those you mentioned, at least the other cars are clean and may 


ies 


‘se ve a useful purpose in transporting those products? 
A : (Text) 
_. Mr. Gorpon: Well, our policy is to keep our cars in such condition that 
ey are satisfactory for the trade. But, as I say, this is one of the facts of life 
in the railroad business. Unavoidable situations of that kind do arise. However, 


we have no general problem which is chronic in any sense. Is that not correct, 
Mr. Demcoe? 


Mr. DEMCOE: Yes. In this case there probably was an improper classifica- 
tion. There may be one or two cars that sneaked into a batch that was sent up 
to the C.I.P. and overlooked and when opened up for loading they were found 
unfit and had to be returned. But, we clean them and, if necessary, we even 
upgrade them. 

‘The CHarrMaNn: Would you proceed, Mr. Horner. 


i Mr. HORNER (Acadia): In respect of equipment I wonder if Mr. Gordon 
would make a comment. I notice in this paragraph he deals with what appears 
be rather crude improvements in respect of the hauling of grain. Has any- 
thing been done to improve the handling of grain generally in recent years? 


Mr. GorDON: Are you speaking in terms of the kind of box cars we have. 


Mr. HORNER (Acadia): In terms of cars there has been a tremendous > 
crease in the size. 


Mr. GORDON: Yes, that is right. You see we made a temporary arrange- 
r ent in respect of the plywood covers on the gondolas and this has given us 
some ideas on whether or not a redesigning of the car might be advisable. But, 
we have no particular new program in regard to completely new styles of 
equipment for handling the grain. 


Mr. HORNER (Acadia): You are speaking of redesigning the cars. It always 
as amazed me why they do not fill the box cars from the top. Have you made 
any studies in that connection and do you feel that this would speed up the 


Mr. Gorpon: Mr. Demcoe, that is a practical operating question for you. 


Mr. DeEmMcoE: The United States roads have started to use covered hoppers 
r handling grain, and we intended to use some of ours last fall but we just 


modities. 

_ Mr. Horner (Acadia): Is this a modified prairie schooner type of car? 

Mr. DEMCcoE: It is a covered hopper, the same kind of car as that which 

iar we now use for hauling potash and for hauling silica sand, salt, sugar and 

| eeu. It is a steel car and it has hoppers on top. In fact, we are trying a car out 
this week that has an opening along the full length of the car. One puts a spout 

at one end and fills it up from one end to the other; it is what they call a 

t trough type hatch... 

___-~Mr. Horner (Acadia): I have often wondered why they did not Hae this 

type of thing. 

een Mr. DEMcOE: We have just got one from the Pullman Car Company in 


ie ‘NR 
no rae 


Chicago and we are trying it out in the potash business. 


Mr. Horner (Acadia): Have there been any major changes in the handling 
of grain at the terminal end, or is this all pretty well automated now? 


ee Mr. DEMCOE: No, there are a number of elevators that still use hand | 


| ees for unloading grain from box cars. There are a number of companies 
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which have mechanical machinery that picks up a car and then rolls it from sidel 
to side and tips it over, and they unload it in about four or five minutes. In- 
fact, there is one in Halifax. 4 

Mr. Horner (Acadia): Are Canadian National Railways connected witht 
the grain handling facilities on Vancouver island? Is it Canadian National — 
that has to ferry cars across? 

Mr. DemcorE: That is right. q 

Mr. Horner (Acadia): Has there been any effort made on the part — 
of Canadian National Railways to encourage the dismantling of the elevators in ~ 
Victoria and the building of larger facilities in Vancouver? It looks like a ; 
costly arrangement to take freight cars right on to boats and right across and | 
then to handle them there again. 

Mr. DEMCOE: We are trying to convince the people concerned that it is” 
much more economical to handle it from the mainland, either in Prince Rupert | 
or in Vancouver. 4 

Mr. Horner (Acadia): While we are dealing with this point I might as welll 
ask what type of agreement Canadian National Railways have concerning these 
elevators on Vancouver island. Is it going to run out soon or is it going to go on? — % 

Mr. DEMCcOE: I have not the details regarding the elevator on Vancouver 
island. tf 
Mr. Horner (Acadia): But you do agree that it is a costly way of handling? _ 
Mr. DEMCcOE: We do not get any additional revenue for hauling it over. — 
Mr. Horner (Acadia): You do not receive additional revenue for handling © 


y if 


it? 


Mr. DEMCOE: No. g 
Mr. Horner (Acadia): It is an interesting point, and I bring it to the mind 
of Mr. Gordon because he, in his Winnipeg speech, outlined many changes that | 
could take place on the prairies in regard to the method by which the farmers: 
handle grain, and yet there are still many improvements that might be made ~ 
by the railways. - 
Mr. Gorpon: That is right, and in my speeches I emphasize that I want all © 
the people to get together so we can all contribute and learn one from another. » 
We can learn from the farmer, and I hope the farmer will learn something 
from us. i 
Mr. KORCHINSKI: I have a question with regard to the type of railway bow 
cars that are designed. I was just wondering why it is not possible to design is 
a car which will open up at the top. It is quite easy to load a car of dry 
grain but when one is handling damp grain it is more difficult. Most of the 
elevator agents find difficulty in spreading the grain around inside the car and 
trying to load past it. Why cannot the top open up so the cars can be filled 
up to capacity? . 
Mr. DEMCcOE: That is what we did in the cars to which Mr. Gordon hast 
just referred. We had a plywood roof put on those and, I think, there were four 
hatches located at the quarter points in the car so one could take one’s spout 
and move it into the four different locations to fill the car. Then, when 1 it | 
arrived at the elevator it was unloaded from the bottom by opening up the . 
hoppers. va 
Mr. GORDON: We have a committee of officers charged specifically with 
the duty, in conjunction with our research work, of examining and testing 
every form of suggestion and idea of which we might think ourselves or which 
may be brought to our attention. That is constantly part of our research work. 
So, if you have any ideas along this line, let us have them. Let us have ther n i 
and we will test them out and examine them. I cannot give you offhand t 16 j 
a 


. 


. 
: 
eae 


: a 
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answer to your question, but all the time we are testing and examining things 
_ that are sent in to us, so the question of improving the design of cars or 
‘ improving the utilization of cars is a big part of our business in the research 
department. In recent years there have been far more special types of cars 
put into operation than there has ever been in the history of the railroad. 

_ Mr. KorcHINsxi: I have never seen any of the prairie schooner type cars. 
Is there a provision for a catwalk on top? 
; Mr. Gorpdon: For what? 
ud Mr. KORCHINSKI: For a walk on the top of the car? 
_-Mr. DeMcoE: You can walk on top. 

| Mr. GorDON: I would suggest that you had better be a cat to do nh oee 48 
_ really is a catwalk. 

Mr. KoRCHINSKI: When you transformed some of the ore cars, what was 
_ the capacity in comparison with some of the other box cars? 

. Mr. DEMCOE: We have two types, I think—the 50 ton and the 70 ton ore 
aeears. 

Mr. KORCHINSKI: How does that compare with an ordinary box car? 
Mr. DEMcoE: They run from 40 to 60 tons, and we are buying some new 

- ones now that will be 70 tons. 

a Mr. KORCHINSKI: With regard to transport of automobiles, I notice that 
_you were able to transport a lot more cars than a few years ago, let us say. 
_ I think what you have done is to extend the length of the car and so on. Is it 
not possible to do the same thing with box cars for hauling grain? Is this what 
_ you are doing now? 

te Mr. DEMCOE: Yes, we were one of the first railroads to lengthen our cars 
_ to approximately the same length as the passenger cars. The passenger car is. 
_ approximately 85 feet long, and that is approximately the length of the tri-level 
car which is the open type used for handling automobiles. 

ite Mr. KORCHINSKI: Does the fact that on some branch lines you have a track 
_ that is not very good make any difference to the type of cars you can put on 
it? There are different types of rail on these tracks and different weights of 
rail. Does that affect the type of box car you can design? 
Mr. DEMCOE: That is right. 


| Mr. KORCHINSKI: So, the fact that you have replaced the rails on some 
_ of these tracks would result in your being able to design cars that could take 
more grain? 

Mr. DEMCoE: It is not only a case of the rails but also the capacity of 
the culverts and the bridges as well. In many cases it is really the bridge 
restrictions that are the major factor, and until we renew or strengthen the 
_ bridges we cannot operate heavier cars or locomotives over those lines. 


Mr. KORCHINSKI: This is very interesting because it seems to me that in 

_ Many of these branch lines—which are perhaps candidates for abandonment— 
- you do not improve the services and because of that you cannot put on a 
g bigger car, yet in your Winnipeg speech you say there will be more stoppages 
_ because you cannot spot so many cars at one time and if you could spot five 
cars normally you would have to take on 2,000 or 10,000 bushels of grain and 
So on and you might require another stop. If you had bigger equipment you 
would be able to stop less at those points. All this is important to those lines. 
I wonder whether you are voluntarily stopping those lines. These must be 
_ Considered. I am sure you must have considered whether you will improve 
_ the culverts in those areas and you must have an idea what you are going to 


_ do five or ten years hence. 
a 


oy. 


e.' 


a 
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Mr. GORDON: The traffic now suet ies or the tae eee a lable? 
If we could see that we would get more traffic, then we would be prepared tc to. 
upgrade the line in question; but there is no point in just upgrading the line 
in order to have a higher grade if the traffic is not there. ce 
Mr. KorcHINSKI: But there must be lines which you are Slows to 
deteriorate because— - a 
Mr. Gorpon: Yes, because of the fact that the traffic is not there. _ 


Mr. KorcCHINSKI: In the course of a few years you will say that it will 
absolutely cost too much to bring it up to the standards you have established. 


Mr. Gorpon: You do not upgrade a line without upgrading the cost 
involved. You have to spend a large amount of capital to upgrade a line, and_ 
it becomes a question of whether or not it is worth while. You do not reduce 
the cost just by upgrading the line. If the traffic volume is there, it may be ‘i 
that it would justify the expenditure involved, but again, with increased 
expenditure, you get higher interest cost, higher maintenance cost, and so on. 


Mr. Korcuinskit: By the same token, you do not reduce the cost by using 
smaller cars. If you normally used larger cars, you would have lower coca 


Mr. Gorpon: The two things are relative. If you have a lower grade track c 
and smaller equipment, then your capital investment is in relation both to the: 
equipment and the track. If you upgrade the line and have a higher capital 
cost for an upgraded line, that becomes cost against traffic, and if you do not 
get the traffic, you will not break even. It is a matter of pure economics. i 


Mr. KorcuHINnsKI: It depends. If you look at any particular line, there may 
be certain economies that one may suggest. i 

Mr. Gorpon: You can rest assured that if the spending of money to pera 
the line were to reduce the cost of handling the traffic on that line, we would 
do so. 4 | 

Mr. KorcHINSKI: Let me suggest this: For example, take a line where you 
had a 60 pound rail over which you transported, say 2,000 bushels of grain. If . 
you had a 100 pound rail on that line you would not Have much breakesoy of ! 
rails and therefore your maintenance would be smaller. i 


Mr. Gorpon: That is taken into account. ae 
Mr. KORCHINSKI: But if you put a big car on a 60 pound rail, you are going 
to have greater maintenance costs and therefore your costs are going to climb 
and climb to the point where it would no longer be possible to maintait n 


this line. ‘ : 


Mr. Gorpon: If the situation were such that we would get more traffic on 
the line, if, for instance an improved line were to encourage a farmer to grow NV 
more meat and therefore more wheat would come off on that line, then i it 
atin be worth while, but we have to balance the costs against the particular 

raffic 


Mr. KORCHINSKI: What you are suggesting is that wheat hauling is quill 
profitable. me 


Mr. Gorpon: I am not suggesting that. 


Mr. PAscore: Mr. Chairman, I had some questions on these box cars for grail in 
but they were pretty well answered. However, I will pursue it a little further. 
In the report here there is mention of a thousand hopper car with plywood 
covers converted to hauling grain, and it says, ‘on temporary basis”. In vi 
of the fact that there is a great need to fill our contracts before the end of 
crop year on July 31, are they still in service? me 


Mr. Gorpon: To this extent that, first of all, we have handled all the ; 


ik! 
aa 
‘ay 
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have been converted in the form of an experiment. They are covered with 

_ plywood and used for the haulage of grain on a seasonal basis, and when they 

are put back into regular service most of the covers, as I recollect it, are 
-salvageable. 

_ Mr. DEemcor: We removed all the covers this spring, and those hopper 

ears that we used for hauling grain during the late fall and the winter months 

are now back in the sand and gravel business. 


q Mr. PAscor: That is the part I wanted to know. There is another part here 


regarding 100 covered aluminum hopper cars that you are ordering. I hope that 
a is for the growing potash business in Saskatchewan. 


Mr. DEMCOE: Yes. 
Mr. Pascor: I must warn you there will be a great demand for them. 


| Mr. GorDON: We are closely in touch with that situation, and again I can 
assure you it will not be lack of equipment that will prevent our handling of 
the traffic. 


eo Mr. Pascor: I want to point out that the mining system in Moose Jaw is 
coming into effect this fall. 


_ There is just one more point with regard to the ice refrigerator cars that 
are being converted to mechanical refrigeration. Where were you getting the 
_ ice when these were ice refrigerator cars? Are you putting ice firms out of 
business? 

B 3 Mr. GorDon: We are certainly reducing their business. 

ee Mr. Pascor: Was the ice bought from some commercial firm? 

5". Mr. Gorpon: Yes. I do not recollect anywhere where we produced our 
own ice. 

es Mr. DEMCOE: We have ice every 300 miles along the railroad to provide 
_ for the ice refrigerator cars, and the idea of the mechanical refrigerators is to 
obtain a better uniformity of temperature so that when a customer says he 
wants a car at 32 degrees, he can get it at 32 degrees and it will be maintained 
% at 32 degrees. If he wants it at 42 degrees, we can set it at 42 degrees, whereas 
- with an ice refrigerator car you have quite a variation in temperature. 

we. Mr. GorDon: These designs, by the way, were designed and worked out 
_ by Our research people. We produced these cars ourselves. 

Gd Mr. Pascoe: Is it the idea that they will eventually all be mechanically 
_ refrigerated? 

_____-Mr. Gorpon: I would think in the long run the ice car would be a thing . 
Bot the past. | 


@ 


> Mr. Luoyp: Mr. Gordon, at the port of Halifax last winter there was a 
_ time when grain movements were not moving into the elevators in the quanti- 
- ties that one would have expected having regard to the projected movement 
‘mot grain that had been announced. Do you have any knowledge of what 
_ happened at that time? Was it owing to a lack of cars, or did the trouble go 
_ back to the origination of the movement of grain? I believe there was some 
- inquiry. 


_ Mr. DeMcoE: I think it was owing to lack of ships to take it away from 
_ the elevators. It was not because the railroad could not deliver the grain from 
_ the bay ports to Halifax. 
if Mr. Luoyp: You say it was owing to lack of ships? We understood that 
_ the Russians had arranged for their own hulls to move grain, but it was not 
our impression that it was a lack of ships that delayed the grain movement. 


Mr. Demcor: We always had sufficient cars on hand for each day’s 
loading. 
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Mr. Coupon: The targets in ee ‘to the Pee were i ce ae 
railways by the Wheat Board, and there was a stipulated target day by ( 
on how much wheat they wanted picked up and the port to which they want 
it delivered. I can assure you that the C.N.R. not only met those targets b 
were, in some cases, considerably in advance of them at all times. 


Mr. Luoyp: There was a period when we were watching very closely t 
input to the grain elevator, and there was reason for concern. I notice that yc u 
describe your conversion of certain types of equipment from their customary i: 
use to grain movement and I have listened to the explanations you have given, 
but this coming year are you equipped to meet demands for grain movement. 
to winter ports in the Atlantic region, in Halifax and Saint John? ‘— 


Mr. Gorpon: We have no worry on that score. We are fully satisfied ee 
will have ample equipment to move the grain in accordance with requests. — 


Mr. Luoyvp: And this of course has been owing to your liaison with, I 
suppose, the Canadian wheat board? Do you know the likely volume of trafi c 
movement? a 

Mr. Gorpon: Yes, they set the targets for us and we meet them. 


Mr. Luoyp: May I ask one very parochial question? There is a series | 
freight sheds in the north end of Halifax, right on the fringe of the develo 
ment area at the north end of upper Water street. Those buildings we 
severely shaken owing to the big explosion in Halifax in 1917. I do not thi 
they have been repaired since. Are you proposing to abandon them? Perha 
one of your officers might know the answer. 


Mr. Gorpon: I do not know the answer to that. Mr. Demcoe do you kn 
what the situation is? 

Mr. Demcor: Where our freight sheds are located? 

Mr. Luoyp: Almost to the dockyard, on upper Water street. 

Mr. Gorpon: Are those surplus? 

Mr. DEMCOE: We are using the freight sheds but there is no plan at 
present time. Eventually we intend to get the L.C.L. and the express mov 


together, and when they are put under one roof we will probably get 
of the sheds. 


Mr. Luoyp: I do not want to take up the time of the committee now 
pursue that matter, but I would appreciate receiving a communication f 
you, Mr. Gordon as to what your plans are in respect of this problem. . 


Mr. BELL: May I ask a question with respect to the charges made last wi 
about glass being in the grain? 


Mr. GORDON: Yes. 


Cie Mr. BELL: This was quite well known to your public relations, and I w 
like to ask if you did investigate the matter and if you have anything ree 
available by way of comment? 


Mr. GORDON: The railways were never involved in those charges. The : 
as I have it, is the glass was alleged to have been found in the ships. 
| chee was very much eae ie It was traced back to some bottles Ke ke 


xn sfrected the railways. It was never said that the glass got into the grain \ 
i deere the grain was in the hands of the railways. nut 


Mr. BeLu: The story we heard was that it all came from the Jal 
around Fort William. 


tahoe 


Kenge “4 


_Gorpon: ‘That can readily be disproved because surely there are no 
beer bottles coming from Fort William. : | i 
_ The Cuarrman: Mr. Regan. | 

‘Mr. REGAN: Mr. Gordon, turning again to the Halifax area, is there an 
optimum distance established from a terminal, particularly from a waterfront 
terminal where you load ships, to the marshalling yards? At the present time 
We our marshalling yards are located all along the shore of Bedford basin on 


er 


land that eventually will become highly desirable for industrial or other types of 


e establishment of larger marshalling yards in that area, or would they be at 
some distance away? Must they be within a certain distance of the waterfront? 


-_ Mr. Gorpon: No. The marshalling yards are always designed in relation 
the type of trains we have to marshall. I would assume in the area mentioned 
as been pretty well established by now what we really need. 


_ Mr. VaucHAN: Do you mean that you think it is in the wrong place? 


sresentations of the Rockingham Ratepayers’ Association to the effect that 


a d should be located somewhere in the wilds behind Dartmouth? 


Mr. GORDON: Yes, I have heard it; but the matter is not actively under 
ideration. 


_ Mr. REGAN: There is no active consideration being given to transferring 
ae marshalling yards at the present time? 


_Mr. Gorpon: Not to my knowledge. 


Mr. REGAN: You are not in a position to comment on the feasibility of such. 
ituation, should the value of the present land become greater? 


Mr. Gorpon: If the value of the land should increase, it would be con- 
‘ed at once. The position could be changed at any time. 


The CuarrMan: I do not think we can pursue that subject too much, because 
were in yards some time ago. | 


_ Mr. Recan: I considered it as being equipment. 

The CHarrMawn: I think we would have to reconsider it. 
_ Mr. Recan: I shall debate it at ten o’clock, then. 

The CHAIRMAN: Now, Mr. Marcoux. 


nslation) 


Mr. Marcoux: I will ask a question which is in order; I hope it was not 
ed previously. It was stated recently that a new train would be used on a 
1 basis on the Ottawa-Montreal line. Meals will be served on that train. It 


s said that forty-eight passengers, instead of forty, could eat at the same 
2 


and that the kitchen would be equipped with a short-wave communica- 


~~ 


ain information concerning a general matter: On what basis do you deter- 

1¢ whether or not the new equipment will be economically profitable? On. 
do you base yourself, after what period of time and after how many 
periments, to determine whether or not such equipment is good, useful and 

M ontreal, in view of the fact that the trip lasts only two hours, be used between 
wa and Toronto, where the trip is much longer and a lesser need for 
iency is required? Are there general principles which determine the method | 
aluating the efficiency of new equipment? 


evelopment. Do you have in mind a long range plan on development, including | 


‘ N necessary? For instance, could the equipment used between Ottawa and _ 


_ Mr. Recan: I may think it is in the wrong place. But are you aware of the > 


entually there will be a bridge across the narrows, and that the marshalling | 


Is system, or something of the kind. From this precise fact, I would like to 


¥ 
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(Text) 


Mr. Gorpon: Well, the general principle is that we are eu peninentins ait ; 
all sorts of ideas to see how the public responds. The real test is whether 
the public will use the equipment in the manner we have designed it. There © 
is no way I know to test it apart from actual experience. After we have 
formed an idea of what the passengers would like to have, we will conduct. 
an experiment, such as we did the other day. You were down at the luncheon 
at the Union Station the other day, were you not? Oh, I am sorry, you were not. 

But we had some members of the committee down there for lunch at the 
station and they saw the car right there. There was a meal cooked for them: 
by the microwave oven, which does it in a matter of seconds. We shall see 
how the public responds to it before we go further. But if the public likes it 
and takes to it, we might very well decide to convert more cars in that respect. 


(Translation) 


Mr. Marcoux: But is it only a question of efficiency or could it be, for 
example, that the old dining cars can serve as many passengers during al 
longer period, for instance three instead of two hours? Will these changes be 
made even on lines which require more time between two points, ie. 
Ottawa and Montreal? This takes two hours. Certain trains make it in three 
hours. 


(Text) 


Mr. Gorpon: Well, it is a combination of the factors really. The amount 
of time available between Montreal and Ottawa is, as you have said, two” 
hours, and we want to get it done as quickly as possible. In addition to that 
there is the cost of cooking. Whether with the pre-cooked meals and with the 
means whereby they are readily heated we can cut down the cost of the : 
meals is something which is now undergoing tests. The real matter is what 
the public likes and what they will buy. We are busy testing all sorts of 
ideas along that line. We have another test where we are making one meal 
available instead of half a dozen selections, such as we used to have in the 
olden days. We used to have a very expensive method of providing meals on 
trains. I always felt that it was unnecessary, and that we might be able to 
condition the public not to expect, shall I say, hotel service, so to speak, 
when travelling on the trains. So long as they get a reasonable meal, that is ae 
we think they should expect. a 

The air lines, for instance, have been serving one meal for some ool | 
siderable time, and you do not get much choice at all. We are experimenting : 
to see if the public will take a liking to it. We expect to receive complaints, 
but by and by we hope to educate the public to accept a reasonable service: 
In Europe on the trains there are various forms of providing meals. We are 
going to try to cut down on the expectation of the luxury which Canadians 
seem to regard as their traditional right. 


4 : 


(Translation) 


Mr. BEcHARD: Mr. Gordon, on the same subject, I wish to say tt at 
last Monday I experimented that new service on the Canadian National, ar 10 
personally I prefer the former system. Therefore I can make comments. — 
(Text) 

The CHAIRMAN: Mr. Rock? 


Mr. Rock: I would like to make some comments. I think it depends on | how ' 
happy a person is in his selection. 
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i. -The CHAIRMAN: Are you talking about equipment or services? 
a ‘Mr. Rock: I thought I was on the same subject on which Mr. Gordon 
_ answered Mr. Marcoux, that is, on equipment, and what is going to be put into 
equipment. Surely it is food. 
Mr. RHEAUME: We are on freight services, are we not? 
_ The CHAIRMAN: We are talking about equipment now, but we can go into 
passenger services later. 
_ Mr. Rock: How did Mr. Marcoux get on to the question? 
The CHAIRMAN: Order, order. 
Mr. Rock: He is talking about new dining cars. 
ae The CHAIRMAN: He is talking about replacing equipment such as dining cars. 
Mr. Gorpon: In my opinion he should not have been, but he did. 
. Mr. Rock: I think that my question was in order, but it was out of order 
_at the end. 
ee The CHAIRMAN: We are on freight services. Are we through with freight 
_ services? 
a) 6Carried. 
Now, express. I took note of your note. 
Mr. Horner (Acadia): I should like to ask a question in respect of the item 
“freight services”, Mr. Chairman, if I may. 
. Is there a definite trend in the prairie provinces away from L.C.L. freight 
or express freight? Have you noticed a reduction in this type of service within 
the past few years on the prairie provinces? 
__ Mr. Gorpon: We are attempting to join together our express services and 
_L.C.L. under one heading. I put on the record last year several pages of evidence 
in respect of the outline of our policy in this regard which can be found com- 
_ Mencing at page 156 of the sessional committee hearings. I covered this subject in 
great detail, indicating our policy and outlook. 
oe Mr. Horner (Acadia): I will look up that evidence. I was not on this com- 
mittee last year, Mr. Gordon, or probably I would not have asked this question. 
ae Mr. Gorpon: I think you will find that subject very thoroughly explained 


Wh 


pag 
\ ” ait 
fete 
ie 


ea Mr. Horner (Acadia): On what page does that evidence commence? 
1 es 


Mr. Gorpon: That evidence begins at page 156 of last years Minutes of 
_ Proceedings and Evidence. 


by 


___‘~-Mr. Vaucuan: I think your statement was made in 1962 and dealt with 
again last year. 

es Mr. Gorpon: I am sure there is quite a lot of evidence on the record of 
last year in this regard. 


Lime 


le% 


_ Mr. MacEwan: I should like to ask one or two questions in respect of a 
_ Constituency matter, although the area to which I have reference I feel is quite 
large, having in mind this particular subject. 

* In the area of Stellarton, Westville and New Glasgow, in my constituency, 
there is an establishment for piggyback service and also an L.C.L. system as 


= 


outlined here in your report. There has been a considerable amount of criticism 
in respect of the fact that the facilities there are inadequate. There is only a 
small building with a ramp there for piggyback service. The building is quite 
small and I am wondering whether the Canadian National Railways officials 
are looking into the matter of providing larger or more adequate facilities for 
that area. There is quite a bit of express freight in respect of the three or four 
towns in that area as well as the surrounding areas. Are there any plans at the 
present time in this regard? 


Sick 
emt’ 
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whole question of alt an express Bechet Seger hae ma 2 
principle. I would also suggest that this is in a disorganized state at the prese: 
time because we are involved in quite a number of different situations. ‘This 
a very difficult time for us in this regard. You did mention Stellarton? 
Mr. MacEwan: Yes. 
Mr. GORDON: I was gust looking for- information in this regard and I fi 


ng eutonk I think you will see an improvement there during the course 
the next year. 
Mr. KENNEDY: Do not forget Truro. 
Mr. Gorpon: No, I will not forget Truro. 
The CHAIRMAN: Mr. Marcoux? 


(Translation) , 
Mr. Marcoux: We are still dealing with the heading ‘Freight Services”? 
The CHAIRMAN: That is correct. i. 
Mr. Marcoux: Can we talk about trucking subsidiaries? E 
The CHAIRMAN: Later on. Mr. Matte is next. 

Mr. Matte: Is it the same thing? This deals with services. 


Why is it that the freight rates are often 50% higher than by truck, p 
ticularly with respect to small items? 


The CHAIRMAN: Would you reserve that question for later? 


(Text) 


We are considering the item headed “Express Freight’. 
Have we concluded our discussion of the item covering express freigh 


Mr. Howe (Wellington-Huron): Mr. Chairman, in connection with expr 
freight I notice that there is a master agency plan in existence. Has there bes 
an improvement in revenue from express and L.C.L. shipments since you h 
been using trucks in that part of western Ontario from which I come, arol 
Guelph, and have you recovered some of the business? es; 


Mr. Gorpon: I cannot answer this question intelligently at the mome! 
because we went into the railhead principle or master agency principle - 
arrest a very alarming downward trend in our express and L.C.L. busin 


‘than that I do see we have ear the Sere ave trend. Whether we 
swing back around will have to be demonstrated. 


Mr. Howe (Wellington-Huron): This system has not been in operat on 
long enough to give any real ance tae is eae: right? 


of physical facilities but requires integration of labour forces, new trai in 
: new clerical devices and the working out of documentation in respect 0 Fs 
-movement of traffic. We have reached the stage of being in a situation 
there is no clear picture, and we will have to be patient until we see ho 
experiment is working out. ini 
‘ a Mr. Horner (Acadia): Two years ago I think you told me the m: 
re agency plan was in the stage of testing in the mountain PEEOF i unde 
_ this system is still on a test basis; is that right? ; ; 


i) in xf ee Nese 
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on. 
; Mr. HorNER (Acadia): There is an indication in respect of the Atlantic 


erests? 
_ Mr. Gorpon: Yes. 


_ Mr. Horner (Acadia): While criticism may be premature I am of the 
pinion that many communities in my area feel that this master agency plan is 
oing to reduce the business of the C.N.R. in those areas. 


Mr. Gorvon: I am sure there will be all sorts of Opinions expressed until 
e really get this system functioning. At the beginning there were very serious 


orked on the situation, and I think have improved public reaction to it very 
the situation. These people are individuals with practical experience, and I am 


when we finally work it out. 
ie The CHAIRMAN: Have we concluded our consideration of express freight? 
Some hon. MEMBERS: Carried. 
The CHarRMAN: We will now consider trucking subsidiaries. 
Mr. Gordon, do you intend to make a statement in this respect at this time? 


__ Mr. Gorpow: I think I may as well make this statement because it will, 
T hope, influence the type of questions asked by members under this heading. 
Before responding to questions regarding our trucking activities, I would 
ke to make the following observations. 

_ When I appeared before the sessional committee in November 1962, control 
Midland Superior and Husband Transport by Canadian National Transporta- 
mn Limited (CNTL), while authorized by the provincial boards, had been 


order of the Quebec transportation board. These appeals were abandoned in 


e€ is capable of misinterpretation, particularly if considered out of context. 

y purpose now is to clarify the situation and the Railway’s position in regard 

its subsidiary trucking companies. , 

_ The separate corporate entity of each subsidiary has been maintained and 

ch is operated separately from the Railway. None of the directors is a director 
Canadian National Railway Company (C.N.R.) or CNTL, although the 


or CNTL. All of the subsidiaries are subject to the jurisdiction of the various 
cvincial regulatory boards in the same manner as other trucking companies 
ith respect to the securing of permits, the filing of tariffs and establishment 
of rates. Each company has it own accounting, its own controller and its sep- 


i 


rate organization. While the accounts are kept separately, they are combined 


mployees. A few railway employees are on loan to the subsidiaries, but their 
rvices are charged for. The employees of the subsidiaries do not come under 


the C.N.R. pension plan. Each company has its assets, such as vehicles, offices, 
furniture, revenues from operations, and its own balance sheet. Each appoints 


fr. GORDON: The mountain region is an area where we feel we have iy 
onstrated the success of this system. We are making good progress in that 


ion that this system has been well received by customers and community 


bjections in respect of various phases, but we have very seriously and honestly 
tisfactorily in the last year or so. We have had teams of officers out explaining — 


personally convinced that the system is going to prove to be of great success 


layed by appeals lodged by the trucking interests against the authorizing 


the very last days of 1962 and transfer of control of the two companies was — 
mpleted forthwith. I emphasized before the committee that we were in a> 
ansitional period. Some of the evidence given by me at the sessional commit- 


1ajority of the directors of each subsidiary are officers or employees of CNR | 


r purposes of our annual report. It is not our intention to indicate individual 
igures, as we would be placed in a disadvantageous position vis-a-vis Our, 
_ Competitors. Each company has its own bank account, hires and pays its own 
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an independent auditor and in fe case of the two most important subsidiaried 
(Midland and Husband), the auditors have no connection with the CNR or aq 
CNTL. a 
In so far as control is concerned, there is no day-to-day control or direction ~ 
by CNTL. This 4s. neither practicable nor desirable. There is competition be- | 
tween the Railway and these subsidiaries and this is encouraged. Success in 
the operation of the subsidiaries depends upon sound management and in most — 
cases, management has been left to those individuals in charge at the time > 
of acquisition. Each subsidiary uses and develops its own skills, and profits © 
depend upon their proper exercise. Major decisions in regard to enlarging - 
franchises, large purchases of equipment, borrowing money, etc. would only : 
be made by the board of directors of these subsidiaries in consultation with — 
Mr. Frank Gaffney, vice president of the highway services of the railway. 
There have been economies effected by joint use of terminal and other facilities, 3 
the expense of which is apportioned among the subsidiaries concerned, accord-— ® 
ing to use. 3 
The subsidiaries look to CNTL for their financing. All loans carry interest 
at market rates and must be repaid in the usual course of business as money > 
is available. To date profits have been used to repay advances or for use as 2 
working capital. No dividends have been declared as yet. 3 
I trust that these observations have accomplished my purpose, of clarifying) ; 
the situation to some degree at least. 
Our progress in the trucking business, poersed in association with our 5 
railway operations and designed to give the shipping public the best trans-_ 
portation service possible, has been significant. It has, however, been beset with 
difficulties, not the least of which have been the tactics of the trucking 
associations in their avowed objective to drive the C.N.R. out of the trucking 
business. Their opposition to our applications to provincial boards is intense 
and bitter—their representations to federal and provincial governments equally | 
intense and bitter and never-ending. | 


At the moment there is pending before the superior court in Montreal 
a legal action instituted by the Canadian Trucking Associations Inc., the 
trucking associations of Quebec Inc. and others against C.N.R. and CNTL. © 
In this action the C.N.R. is unjustly charged with operating beyond the powers 
conferred on it by section 27 of the Canadian National Railways Act, inasmucl 1 
as it is claimed that C.N.R., through CNTL or its subsidiaries on the highway, 
is carrying on operations hie are not in conjunction with, or in substitution for 
rail services. a 


In addition, in an application made at the beginning of this year before. 
the Quebec transportation board by Midland Superior Express Limited for 
extension of its permits, the Canadian Trucking Associations Inc. and the 
trucking association of Quebec Inc. have raised the same question. The matter 
is still under advisement by the said board. At this hearing the trucking 
associations filed as exhibits copies of the minutes of the proceedings before the 
sessional committees in 1962 and 1963. In the action referred to above, @ 
motion is presently before the court to amend the declaration by including the 
same exhibits as part of their evidence. 


In view of this pending litigation and as advised by counsel, I do not 
believe that I should give any further answers to questions which may have to do 
with this litigation. There are questions of the relevancy of evidence, statements 
taken out of context and their meaning distorted, the intricacies of integration 
of operation and control of subsidiaries through stock ownership or otherwi e, 
the effect of such control on the rights of CNTL and its subsidiaries to opers Q 
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n a position to rule on admissibility of evidence and its construction in regard 
9 the problems involved. It is considered that in the circumstances that evidence 
pertaining to this litigation should be given in court. 


_ The CuarrMaNn: Would you proceed, Mr. Fisher? 


Mr. FisHer: Mr. Gordon, do you see anything paradoxical in the fact you 
are keeping these subsidiaries distinct and separate. Do you insist they are 
in competition with the railway lines in view of the fact that you are basically 
a railway operation. Now, I put it to you that if it is absolutely necessary from 
Management’s point of view that Canadian National should be in the trucking 
business, then it is hard to understand why it is necessary to keep these 
subsidiaries separate and distinct and in competition with the railway. I 
_ cannot see the value it serves. 


oo Mr. Gorpon: Well, that, of course, is the point I am trying to get over. 
It arises out of legal procedures required by provincial boards in the granting 
wot franchises or permits and the control of operations under them. We attorn 
_ to local jurisdiction and in order to do that it is necessary, I am informed by 
our legal counsel, to keep these operations separate so that the permit is 
applicable to the particular operation. 


Pe 


he Mr. FISHER: But, in most of the trends in recent years, including the C.P.R., 
_ there is a tendency to clear up the profusion of companies that come within 
_ the corporate structure. 

_ Mr. Gorpown: Yes. 


_ Mr. FISHER: Do I take it the major reason why this is not open to you at 
the present time in the trucking situation is that of provincial licensing and 
control? 


ay 
BEY ya 
Be 24 


be Mr. Gorpon: This is what counsel has warned me against answering 
_ because the question is before the courts, and action has been taken against 
_ the Canadian National, in my opinion, because they regard us as, for example, 
_ being a crown company. But, they have not taken action against the other 
- railroad. 

You see, when I mentioned here in my statement about being taken 
out of context and capable of misinterpretation, that arose by reason of the 
- fact that you and I, in fact, were discussing at one point whether or not we had 
-made a prudent purchase in regard to certain of the trucking companies. Now, 
_in my attempting to convince you that the purchase we made was a good busi- 
_ Ness purchase it became distorted in such a way, to use my reference to that, 
_ that it covered the operations of the companies and that evidence was taken 
out of the Hansard reports and brought as new evidence—I think quite im- 
_ properly, although I might be in trouble again for saying that—into a case that 
_had been started and was in progress in the courts. When I appear in court, 
ones I have, or when a witness from Canadian National Railways appears in 
court, the lawyers on our behalf, very conscious of what the case is, will pro- 
| test to the court about the admissibility of certain kinds of evidence or the inter- 
' Pretation that may be alleged in connection with it by the other side, and 
therefore I have the protection of counsel in connection with the case. First of 
all, they tell me I always talk too much, and I think you will agree with them! 
- Besides which, I am drawn into statements which they can get hold of and re- 
Introduce into court on a different basis from that which was intended alto- 
 8ether. 
Pa. Mr. FIsHER: In connection with the East-West, is the legal difficulty with 
‘Tegard to that firm the legal ownership? 


Mr. GorDoN: Yes, that case has been settled. 
Mr, Fisuer: Out of court? 
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Mr. Gorpon: It was betiied: out of court on a . direction by t 6 | 
understand it. ; aN aes eR al 
Mr. FIsHER: Can you give me the tec Hes SE ernenis 


way: In the Kea purchase ee we held back a eres amount of fade 
the grounds that the vendors had failed to live up to the warranties containe 
in the purchase agreement. Now, the upshot of that was that the vend 
got together with us and we reached a compromise in regard to the purchi 
price. We therefore settled at a lower purchase price than the original settl 
ment. It became a matter of the money involved, and we reached an amicabl le 
settlement on that basis. 


Mr. FisHer: As you know, in previous years I have raised a question 
to which of these companies was remunerative. I assume from informatio 
was given by certain interests that the Midland Superior was in a sense carr} 
ing the rest of the operations in so far as the question of there being ar 
service was concerned. But I would like to know how soon you expect that Nh 
will be able, if ever, to indicate when we can look at the—I will not say 1 
Cea for bach of these companies. ie 

. Gorpon: In my present state of thinking, and again under advice 
at I doubt whether that time can ever come. In other words, in the repo: 
that we make here we show that the net operating profit for the total operat 
was $1.3 million. 

Mr. FISHER: Let me put something to you. You do not hesitate to tell 
which hotels are making money and which are not. You are quite prepa: 

to go before the board of transport commissioners to indicate, under y 
cost accounting formulae— 
Mr. Gorpon: Can we leave it this way, Mr. Fisher, that if and when ° 
court case to which I am referring, which has been brought up again, iam 

) opinion, for purposes of delay—and every possible thing that can be done 
delay has been seized upon by the truckers’ association—when the case is s 
_ tled, or if the court ruling is not what we think it should be and there is ¢ 
appeal, when we are through with that I would undertake, if I am around, 
have a fresh look at this to see whether or not we can provide the informat 
that I know you are anxious to get. However, I think we would have to cc 
sider it in the light of what this case does to our operations. 


Mr. FISHER: Have you any projects under way at the present time to 
up any more licences by purchase? 


ipnesened, in one part of the country. 
Mr. Gorpon: Yes, certainly that is the way. 


Mr. FisHEer: Are these companies in any way limited in their expansio 
the fact that ae come Ce a provincial jurisdiction? 


tion. I am Ste 


Mr. Rock: Mr. Gordon, how long was Canadian National Railways a 
trucking business? I am asking this question for a purpose. I would lik 
know when your company had trucks in service compared to these other fir 
I believe that Canadian National Railways were in the trucking business | 
before most of these trucking firms existed, and I would like you to clari 


se, to the origin of the railway. There has always been trucking of a 


U tomers? 

. GORDON: Yes, very definitely. 

. Rock: So you were in that business away back in the past? 

. GORDON: Yes. 

. Rock: Possibly even before most of the other firms started business? 
. GORDON: I would say before any of them started in the use of trucks. 


. Rock: The firms you have just purchased, if I may use that term—the 
idland and Husband companies—are established on the island of Montreal. 
here are they established? Where are their headquarters? 


Mr. Gordon: Where are their headquarters on the island of Montreal? 


4 Mr. GORDON: It depends which point ay are servicing. They have ter- 
als and warehouses at each point they were servicing within the rights and 
I pueees of their franchises. 


_ Mr. Rock: I do not mean the point from which they are J servinine cei 
hat point to what point; I mean where is their central location. Where is their 
arehouse, say, on the island of Montreal? I believe you have one on Cote ‘a 


_ Mr. Gorpon: Yes. 

Mr. Rock: I believe two of them are established there. 
_ Mr. Gorpon: Yes, but I do not know exactly where. 
Mr. VaucHan: Montée de Liesse in Ville St. Laurent. 

. Rock: In Ville St. Laurent? 

. GORDON: Yes. 

: Mr. Rock: That is Husband? 

| . VAUGHAN: That is Midland. 

. Rock: Where is Husband located? 

. VauGHAN: At 6850 Upper Lachine Road. 


“Gorpow: eenadian National teen epoetelion Limited’s charter goes — 
to the early thirties, at least. Of course, our express trucks go back, oh 


As soon as there were trucks we had them. Before that, we Hae horses — 


Mr. Rock: Would you say, then, that Canadian National Railways or any | 
the railroad companies which existed prior to their bankruptcies and which © 
anadian National Railways took over, _were in the trucking business also in ~ 


Mr. Rock: I say, did they have trucks to deliver from the trains to fhe 


Mr. Rock: Yes, where are their warehouses and where are their central 
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Mr. Rock: We were speaking about the ieonae service peters and you 
stated that you are not too happy about the results at the moment. You asked 


own subsidiary companies? Have you been getting business from your ‘owl 
subsidiaries, or is this what you are trying to investigate? fe. 


Mr. Gorpon: I would appreciate it very much if you would not press that : 
question because, again, it impinges on this legal question. 


Mr. Rock: I will not press it, then. I was going to ask you also if you havea 4 
any intention of moving some of their main operations closer to your piggyback - 
service. 

Mr. Gorpon: It could be; it might be as a result of the investigation that q 
am talking about. 


Mr. Horner (Acadia): It seems, Mr. Chairman, that we are really imi 5; 
in this inquiry into trucking subsidiaries; but I take it from your Winnipeg» 
speech, Mr. Gordon, you agree that Canadian National Railways can move grain 
at a rate of from four to eight cents per ton mile. - 


Mr. Gorpon: I do not know. We have not used trucks for the movement of 4 
grain to my knowledge. B 


Mr. Demcor: No, not that I know of. 


Mr. Gorpon: The figures I quote there are as a result of other information. 4 
We have not had any practical experience of moving grain in trucks. ‘7 


Mr. Horner (Acadia): But this speech was “a very carefully edited : 
speech’, to quote your own words. @ 


Mr. Gorpon: I say that other people can do it from four to eight cents, from 
the information we have on this subject but I am not prepared to say we car 
do it. I do not know. I would assume we could. r a 


Mr. HORNER (Acadia): You say that truck costs for the same movement are 
in the range of four to eight cents per ton mile. a 


Mr. Gorpon: If others can do it, I would think we can do it. 4 


Mr. Horner (Acadia): Then, on page six you say—to get you back to this 
integrated trucking yen th regard to your obligation you are well aware 
that the C.N.R. is obligated to provide this service. When I questioned von 
_ earlier on this I said I would wait until the trucking question came up. If grain ; 
handling was brought up to date into a futuristic looking picture such as you 
tried to paint in your Winnipeg speech, and this integrated trucking system was 
set up, would it be part of the obligation of C.N.R. to carry this integration out? 


Mr. Gorpon: Not necessarily. a 


Mr. HORNER (Acadia): You will agree that the C.N.R. was obligated 10) 
many towns and communities because actually many towns in western Canada 
were built up on the instigation of the C.N.R., if we go back a good many years. 
You therefore would accept this responsibility as an obligation to provide 
service to those towns. Would you not feel that if you took away this service 
and you asked someone to transplant it with an integrated trucking service, the 
C.N.R. had a certain obligation to do that themselves? . 


Mr. Gorpon: I am not pressing that. What I said was intended to be 
helpful, to suggest there ought to be a master plan, and the master plan can 
only be formulated if all the interested parties get together and talk the prob- 
lem out. What I said, if you refer to it, is that the formulation of a master plan a 
appears to be the Nae of no one authority or agency and, as is so often th e 
situation in human affairs, what is everybody’s job becomes nobody’s job. 

Mr. FISHER: We have here a latter day socialist. 


Mr. Gorpon: I have been called worse, Mr. Fisher! 
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_ Mr. Horner (Acadia): I believe in the resolution on the order paper it is 
suggested that some sort of a body be set up. I am referring to the MacPherson 
: report. Do you envisage this would take its place? 

‘ Mr. GORDON: This body here? I am reading the resolution. I have not been 
_ consulted about it. I would not regard this body as the kind of thing I had in - 
mind. This body is to sit in judgment on whether or not a particular line should 
_ be abandoned or should not be abandoned, and if we press an application for 
_ abandonment, as I understand it, this body will take a new look at it. Again, 
- you can make your own representations before that body, and on the basis 
of evidence everybody concerned will be able to state their views. 


The CHAIRMAN: Are we going to stick to trucks? 


- Mr. HorNER (Acadia): You bet we are sticking to trucks. We are finding 
= out who is morally obligated or who will fill the gap. 


ae Mr. Gorpdon: That is what my speech is all about. 


ae Mr. HorNnER (Acadia): I am saying that perhaps Mr. Gordon and company 
- are obligated to fill that gap. 


si 


hk Mr. Gorpon: No, we are not obligated to fill that gap, nor are we capable 
of doing so. 

2 : Mr. FIsHER: The MacPherson argument is surely that this particular mode 
_ of transportation is very easy to get into with relatively small capital resources, 


and I would certainly take from its recommendations that they would consider 


_ that this kind of service would be provided by organizations that would grow 
or develop on the spot. 

_____- Mr. Horner (Acadia): It is nice of you to come to Mr. Gordon’s defence, 
fer. Fisher. 

Mr. Frsuer: I do not agree with the MacPherson commission. 


Es _ Mr. Horner (Acadia): I would like to bring it to your attention that this 
_ type of system would take the place of a great deal of capitalization now built 
up along branch lines and built up in many cases in western Canada at the 
_ very instigation of the C.N.R. and, in many cases, the C.P.R. Now, who is to 
2oset up the integrated trucking system? I say that it is up to the C.N.R. to move 
_ the grain, and if they want to move the elevators, then they have to get the 
_ grain from the present position on the elevators to their central location. 


aM Mr. Gorpon: That is your view and you will have an opportunity of stating 
mats I presume, when the branch line abandonment is being considered. What I 
_ was trying to do in this speech was to point out that there are a whole series 
_ Of problems, and the question of compensation, as you mentioned yourself 
yesterday in regard to elevators especially and so forth, will have to be 
One of those questions considered, the question of whether or not farmer’s 
_ problems should be recognized by some form of adjustment, and so on, but that 
~ cannot be done by the railways because we would be sitting in judgment of 
ourselves. That is why I am saying we are not capable of doing it. We are 
_ capable of making recommendations and we will bring out our views on the 
_ problem, and we will have suggestions on how our phase of the problem should 
_ be dealt with, but somewhere there should be a co-ordination of thinking and 
_ effort to see what is the best solution for the benefit—note my words—of the 
farmer. That is what I am talking about. If you get an efficient, modern, up to 
— date, system of moving grain, and taking advantage of all the techniques that 
_ have been developed in that connection, the farmer must surely benefit in the 
long run because, as I have said here, the basic system of moving grain in 
_ this country was devised and came to being in the horse and buggy days, and 
basically it is the same system. | 
¥ Mr. Horner (Acadia): No, it has greatly changed. I would not accept that 

at all. 
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Mr. Gorpon: There have been epecvenieniet BEN ATR haa ee 
Mr. Horner (Acadia): You are suggesting the fer has. not 
advantage of modernization. Aa 
Mr. Gorpon: No, I am not saying that: Certainly there hare een: er 
improvements with regard to the kind of vehicles used, but the notion that we 
have to move our grain in the fashion in which we are doing i is the same 
notion as it was in the horse and buggy days. ie 
Mr. Horner (Acadia): Some contractor of the C.N.R. moving grain f 
Vancouver island might think so. a 
Mr. Gorpon: I will stick my neck out again. How much study would you 
say has been put into the possibility of moving grain by pipe line? i 
Mr. Horner (Acadia): Quite a bit. 
Mr. Gorpon: I have not heard about it. I have not heard it coming into any | 
public consideration. I know there have been studies of it. It may be that witht 
proper examination of a master plan as I am suggesting it will develop that thes , 
are ways and means open to us today that were just not even in man’s as 
back in the old days. ee 
Mr. Horner (Acadia): I have a further question, Mr. Chairman. In a sense 
you have set up an integrated trucking system with regard to the bringing of 
freight to the railways. Am I right or wrong? 
Mr. Gorpon: You did not say grain, did you? 
Mr. Horner (Acadia): No, I say you have set this up in many localities. 
Mr. Gorpon: Wait a minute. I am not going to comment on the use of tl , 
phrase, ‘‘an integrated trucking system’ because that comes right into the leg ; 
case again. 4 
Mr. HORNER (Acadia): But in a sense you stated before the committee, and 
I want to clear this up in my own mind, that the C.N.R. is engaeen in actin 
as a feeder system to the main line. ; 
Mr. Gordon: Yes. We do use trucks, not only our own trucks but we use 
hired trucks to bring traffic to our lines when it suits our purpose. Yes, as 
true. 
Mr. Horner (Acadia): You do not foresee this being enlarged in any Ww 
shape or form, in conjunction with your proposed plan for branch line aband 
ment, as you suggested? 


be considered in the master plan if we can ever get a master plan under 

cussion. With your interest in it I would suggest you should be using your 

fluence and efforts in Western Canada to raise hell about the fact that the pe 

do not get together and talk about this in an ipbad gis way in regard to all 

phases of the problem. a a 

There is nobody doing it. I am not going to say who should do it. I have a 

very strong opinion on who should do it, but I am not going to reveal ite: | 

Mr. FIsHER: I think the line elevators should be doing it. ie, 

Mr. Gorpon: That may be, and there should be a co- sper hl bod yo 

i some sort. a 
Va Mr. Horner (Acadia): I think they should get together. I disagree with y 

Bg statement that there is no get togetherness on the prairies. mr 
Mr. Gorpon: No. I never said that. I never criticized it. I have enjoye 

as a matter of fact, on occasion. ne 

| Mr. Capieu: On this question of getting together, may I ask what th 

railways are doing in regard to getting together when one has running 

over the other? The Canadian Pacific has running rights over the C 


‘ i 
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m Prince Albert to a point on the Canadian National at Debden, for 
ome 90 miles. Then the Canadian Pacific built 90 miles to tap the wealth of the 
vho e Meadow Lake country, and stopped there. This forces all the people in the 
area to haul their grain over to Meadow Lake, and it is creating a lot of dis- 
rbance in that area of western Canada. I wonder what the railway companies 
> doing about it. 

Mr. Gorpon: That is part of the branch line abandonment program. I take 
; that is what you have in mind. 


_ Mr. CapiEu: Yes. By stopping at the Meadow Lake country they are leaving 
hat whole area of northern Saskatchewan in a turmoil as to what is going to 
appen. I think the railway companies have a problem. 


Mr. Gorpon: I would agree, but I would be the last person in the world to 
ay that the railway companies are perfect while other people are not. I am not 
laiming it. 

_ Mr. Capigu: How do you feel about it? I know it was not done under 
ur jurisdiction, but this country has been suffering for 30 and some years 
cause of it. The Canadian Pacific have running rights for 90 miles, they 
ive deprived the Canadian National who pioneered this country, and left you 
1 a state where you will not fill up any gap on their line and develop, and 
has got the whole northern area of Saskatchewan in a turmoil. Yet all they 
d to do was to build 90 miles, with running rights over the Canadian 
tional line to tap the whole country. I think it is time the railway companies 
something about getting together. 


Mr. PascoE: While we are talking about modernizing the movement of 
in, may I ask if the elimination of the grading procedures at Winnipeg has 
eded up the movement at all from the lakehead? 


_ Mr. Gorpon: I am afraid I cannot answer that question. 
. DEMCOE: You mean a speeding up of the movement? 
GE ASCOR, Yes: 


. DEMCOE: Oh, yes, there is better car utilization. The lines are improved 
the grain is moving faster from the farm to the head of the lakes. 

. PASCOE: Quite a bit faster? 

Mr. DEMcoE: It has increased the speed, with better handling through our 
rminals. | 

The CHaiRMAN: Let us stick to trucking, please. Now, Mr. Marcoux. 
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Mr. Marcoux: Mr. Chairman, after hearing Mr. Gordon’s brief on the 
cking firms to the effect that all such firms are independent one from the 
er, would you be in a position to affirm that the Canadian government in 
nting subsidies to the National railways, either directly or through the 
ment of costs to the shipper, or by making good for the deficits, can Mr. 
‘don assert that the C.N.R. are not paying those subsidies to their own 
ransportation company? 


3 xt) 


Mr. Gorpon: Yes, I could state very definitely that we are not subsidizing | 
our trucking operations in the way you suggest. 


anslation) 
_ Mr. Marcovux: Neither directly, nor indirectly? 
ct) 


yy 


Mr. Gorpon: Neither directly nor indirectly. 
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The CHAIRMAN: Now Mr. Rock? 


Mr. Rock: With respect to your report, and to certain questions cured wy 
Mr. Horner about the movement of grain from the west, it was just by accident 
that I mentioned to Mr. Lachance and Mr. Marcoux that they should possibly 
study a pipe line system, whereupon you immediately mentioned it yourself, 
I do not know if I am in order or not, but I would like to know the feasibility 
of such a possibility, and also I would like to know what happened to your 
business when the oil pipe line was constructed? * 


The CHAIRMAN: This is not trucking, Mr. Rock. a 


Mr. Rock: It comes to the same thing. I am concerned about trucking 
because Mr. Gordon mentioned that he was not too interested in getting into, 
the trucking business to haul grain. 4 


The CHAIRMAN: Go on then with your question. It would take longer ‘- 
you to explain it. \ 


Mr. Rock: It is because of my concern over the matter that I want to ask fh 
this question. I believe you may be concerned as to what happened possibly to 
all the cars purchased in the past for oil carriers when the oil pipe line system 
was created? Did you have an excess of rental cars after that? a 

Mr. Gorpon: As a matter of fact, that is one of the peculiarities of the 
railway business. If I remember correctly we do not own any tanker cars, : 
They are provided by the oil companies. 4 


The CHAIRMAN: Now, Mr. Lachance. | 


(Translation) 


Mr. LAcHANCE: Mr. Gordon, in view of the fact that the Canadian National IB) 
is subsidized by the federal government, do you not think that this railway ‘A 
in the trucking field, is in conflict and competing with the trucking industry 
because the purpose of the Canadian National is not exactly trucking operations, 
but railway transportation. In other words, would it not be preferable to let 
the private trucking industry perform Pear on rather than have the 
Canadian National do trucking itself? ui 


a 
(Text) 4q 
Mr. Gorpon: I hear that the microphone is not open. What does that mean? 


No, I do not think so. Our annual report shows that we make an over- -all 
profit on trucking operations. I think that is the best answer to the suggestion 
that we are subsidizing trucking operations. We are not. They stand on their 
own feet. We made a profit on them of $1.3 million last year. 


Now, to answer the second part of your question, we do hire a great 
number of independent truckers in connection with our business and we buy 
these trucking subsidiaries when they fit our particular needs on a basis which 
we think is to our advantage. | 


(Translation) 


Mr. LACHANCE: Do you not think it would be preferable for the government 
to grant subsidies to the shipper by road-trucking and thus favour him, rather 
than have this transportation done by the Canadian National, in view of the fact 
that the main purpose of the Canadian National is not necessarily trucking, but 
rather rail transportation? q 


‘a 
(Text) : 
q 
Mr. Gorpon: I do not know what you mean by subsidies in that respec 
To what subsidies do you make reference? . a 


a. 


> 
h. 
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Pa, 
ay 
Be 


231 


Mr. Gorpon: I am not aware that any farmer has received a subsidy 
from the government to move grain. 


___ ~‘Mr. Horner (Acadia): I am not aware of it either. 


Mr. Gorpon: And moreover, in regard to the general approach, whether 
it is better to give the shipper a subsidy, theoretically I agree, but practically 
it is not possible in terms of administration, in my opinion. The government 
“may wish to grant a subsidy in respect of a particular area for social or 
economic reasons, whatever it may be. To do so they must choose the simplest 
way to administer it. If the government should have to deal with every shipper 
‘in regard to his claim for a subsidy, it would be an impossible situation and an 
impossible burden in the way of machinery. Each claim would have to be 
‘scrutinized, and each claimant would be suspect. I am not saying that every- 
body is crooked, but when money is to be received, one would tend to make 
the most favourable representation possible. On the other hand, if the subsidy 
‘is applied through the railway, then it is possible to check it through the books. 
5 Mr. FISHER: Has the railway association or your railway expressed any 
views to the federal government regarding the representations of the Canadian 
‘Trucking Association that the long haul trucking business that goes over pro- 
Vincial boundaries should be brought within the scope of a federal agency? 


_ Mr. Gorpon: We did receive from the government a copy of a brief which 
the truckers association made as well as the briefs of other representatives. 
The railways have replied to the government in detail in respect of the allega- 
tions made therein. 

4 Mr. FISHER: Do you see any advantages, or can you comment in respect of 
any advantages to the trucking association or truckers individually having the 
Tight to appear before the board of transport commissioners in respect of rates 
or any other aspect of the competitive problems? | 

_ Mr. Gorpon: I have strong views myself but I do not know whether it 
Would be appropriate for me to express them because this involves a matter of 
government policy. 

_ Mr. FisHer: You do express views on government policy in this regard 
to the government. What would be wrong with an expression of your view here? 

Mr. Gorpon: If you tell me it is all right I will be guided by your advice. 
_ My main point of objection to the trucking companies, or individual com- 
Panies that are competitors with the railway, having the right to appear before 
the board of transport arises because we do not have a similar right to examine 
those companies. There is no procedure whereby I can ask to see the books, 
Tecords and particulars of a trucking company. If that right were interchange- 
able, then I would have no objection. 

Mr. FISHER: I would contemplate that if the trucking association had this 
right it would show a great deal of interest in agreed charges. 

Mr. Gorpon: Yes, that would likely be a result, and I think it would very 
Soon establish that our agreed charges are, as I have always said they are, 
made on a compensatory basis. 

_ Mr. FisHer: I should like to ask another question in respect of a completely 


different subject under the trucking item. There has been fairly consistent 
Sa o1174_5 
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regard to the unelasticity—I think that is the best word—of the rates c 
when the water shipping season is open in the lakes and particularly in 
of the whole movement of sort of package freight westward and eastwar 
Within that kind of context the argument has been made that if it were pos 
to permit sort of water piggyback services it is likely these rates would ¢§ 
down. Have you as a company with trucking subsidiaries in the haul: 
business over routes which parallel the lakes ever considered this idea? H 
you ever discussed with the C.S.L. the whole question of providing this k 
of service? 

Mr. Gorpon: Yes. Our research department has had conversations of tk 
type but I do not think it has got very far, because the practical problems “ 
piggybacking on ships involves a very large question of capital expenditures. 

~The ships would have to be specialized ships. There is a term for this type 
service. I believe the term is “fishyback”’. a 

Mr. FisHER: The C.P.R. has introduced a new type of container which i !, 
I understand, flexible and can be used for both rail and truck haul. Have 
considered that type of container? _ q 

Mr. Gorpvon: Yes. That is the very same type of container we use at t 
present time in respect of Newfoundland shipping. We originated that ty 
of container when we put the “William Carson” into service. The contai 
was necessary because of the narrow gauge railway in Newfoundland. We j 
lift the container off the main line train and put it on a flat car in Newfou 
land, bolt it down and save the cost of transshipment. . Ro 

Mr. FisHer: Has the C.S.L. shown any interest in these new methods? 

Mr. Gorpon: Yes, I believe they have, and I know there have been plenty 

‘of discussions with our people in respect of this kind of thing. 

Mr. FisHeR: The last question I should like to ask you in connection w 

the trucking item centres on future policy of both major operations in respe 
‘Ban of trucking. Under the Canadian National-Canadian Pacific Act have | 
ever had any discussions with your major competitor, which is also the con 
pany with which you are linked by that act, in respect of any arrangemer 
for pooling any operation on the trucking side of the business? ae 
ee Mr. Gorpon: No, we have not. 


(Translation) 


Mr. LacHance: Mr. Gordon, to revert to the problem, to the questi 
asked a while ago, are not certain kinds of goods subsidized, is transporta 
by truck not subsidized by the federal government? And are those subsi di 

not paid to the Canadian National? 


Pi (Pext) 


(Translation) 
Mr. LACHANCE: For the transportation of some merchandise? 


(Text) | 


Mr. GorpDon: You are referring to certain classes of goods? Perhaps if y 
tell me what you have in mind I can identify it. I cannot identify it at al 
this point. 43 

a The CHAIRMAN: Are there any other questions in respect of truck 
subsidiaries or can we adjourn now and then proceed to passenger seri 
_ this evening? 


iN 
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Horner (Acadia): ‘The whole theory and trend of this annual report 
een directed toward the fact that you did not charge high enough de- 
tion allowances in past years. Can you assure this committee that you 
re charging high enough depreciation allowances in respect of your trucking 

ations? If you had charged higher depreciation allowances back in the Monee 
y 1950’s when you did show a profit you would not have shown a profit; eM 
that right? Aa 1) 
' Mr. Gorvon: There is being charged by the company, so far as I know, 
he normal depreciation customary to the industry. 


_ Mr. Tooue: They are charging the normal depreciation. 
_ The CHAIRMAN: Could I have a motion to carry this item? 
_ Mr. Rock: Yes. 
_ Mr. Horner (Acadia): Are you charging depreciation allowances as high — Pas 
as those charged by the C.P.R. or any other trucking company? Pts : 


Mr. GorRDON: We are making depreciation allowances normal to the 
industry. 


Mr. Horner (Acadia): Do you want to adjourn now Mr. Chairman? ie 
Some hon. MEMBERS: Agreed. Mey 


The CHAIRMAN: Tonight at 7.30 we will consider the paragraph in respect a 
passenger services. Thank you very much. 


EVENING SITTING 


The CHAIRMAN: Gentlemen, we have a quorum. Would you please come to 
er. 


We now are on passenger service. 


Mr. PrRITTIEeE: Mr. Gordon, I have not heard any complaints in respect of 
reduced fares the railway is offering, but that is understandably so. 

‘Mr. Horner (Acadia): Are you going to complain? 

_ Mr. Prittre: No; someone else made a complaint. I have here a report by 
Mr. Charles Spratt, Edmonton, president of the Western Canada Motor Coach 
issociation. He made this complaint, which I will read: 

! He called the rates unreasonably low with the C.N. “interested only in 
increasing traffic numbers” with no regard to increased operating costs. 


If losses occur in the passenger operations, “we, in effect, as taxpayers, te 
will be subsidizing our own competition’’. . Gi 


_ I wonder if you would comment on the particular charge Mr. Spratt made, 
at you were doing this with no thought of operating costs. 


— 


_ Mr. Prirtie: I have one other question. I think I asked you last December 
ou had any plans to obtain dome cars such as the C.P.R. were operating _ 

I believe at that time you said no, that you thought you would put your © ae, 
ey into different types of equipment. But, I understand you do have them “eu 
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Mr. Gorpon: Yes. We were able to make a very advantageous purch 
through the Milwaukee Railway. There are six cars. They are not dome 
but sceneramic. Then, there are four cars that are more like the dome cars. 
We have ten cars, in all and we were able to make a very advantageot us 
purchase on them. And, in view of the fact we put in this new panorama train, 
which is a second edition of the super Continental, we thought we should take 
advantage of this situation; we were short of cars and that is why we wen t 
into it. 4 

Mr. Prirtiz: I know those who have been speaking of bookings recenti” 
have been finding out you are booked six weeks ahead on the Continental 
panorama. : 

Mr. Gorpon: Yes, and I hope we continue to wrestle with the problems of 
prosperity along that line. We are short of equipment now and will have to 
correct this situation from time to time. But, at the present time we are pretty , 
hard pressed. : 

Mr. Prirtre: As a result of the shortage of equipment my family are > going 
back by Air Canada. 

Mr. Horner (Acadia): Terrible! 

Mr. Gorpon: In view of the amount of revenue we would get in that 


respect— 
Mr. Prittrre: In any event, we would pay for the berths. 
Mr. Horner (Acadia): Mr. Gordon, has your passenger traffic increased, 
thereby helping to rectify this problem? 4 
Mr. Gorpon: Yes, indeed, very substantially. 
Mr. Horner (Acadia): You say it has increased? 4 
Mr. Gorpon: Yes, it has increased very substantially under the impact 
of the red, white and blue fare plan. ze! 
You will recall that we started the red, white and blue plan in the 
maritime provinces and operated it east of Montreal on an experimental basis. 
We have established very definitely that the number of passenger carryl 
has increased substantially, and after trying out various types of servi 
adjustments and so forth we came to the conclusion we should extend the red, 
white and blue fare plan to all parts of Canada, which we did in October, 1963. 
We cover points in northern Ontario in conjunction with the Ontario Northland 
Railway commencing in June 1963; transcontinental services between stati 
in southwestern Ontario and lines to western Canada in October, 1963, 
lines to northern Quebec in April, 1964, and when it was applied in the pom 
territory in 1964 all the C.N.R. lines in Canada were covered. : 
Mr. Horner (Acadia): For the record, would you explain exactly wh 
the red, white and blue fare plan is. This is what caused your increase. I want 
to have it in your own words on the record. 
Mr. GORDON: Do you want a short or a long explanation? 
Mr. Horner (Acadia): A short explanation will do. 4 


Mr. Gorpon: All right. I have four pages of it here but if you will allov Ww 
me, I will give you my interpretation of it. 
Mr. Horner (Acadia): Your interpretation always is good enough for : e 
Mr. Gorpon: Thank you; I will remember that. 4 
What we did was study it from a market point of view in feeaen to 
periods in the calendar when we had low carryings and peak load carryings. . 
The red is the lowest; the white comes next, and then the blue. _ 
Mr. HorNER (Acadia): There was no maple leaf connected with this Y red 
white and blue fare plan? 


| 
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: = Mr. GorDON: Not so far. The Canadian National symbol is our symbol. We 
_ said, in effect, on the days we proved the public do not use the trains we would 
sive a price incentive; we would lower it to induce them to use that period. 
The next period, white, was not quite as much in that respect, and we put a 
i slightly higher price on it, and then came the blue days which are the days of 
' our peak loads. In other words, we do not need to encourage people to travel 
Christmas and New Year’s as we know the trains will be loaded in any event, 
and the blue fare is at the normal price. But, we gave a price incentive for 
people to use the train on the off peak periods, and we found the public have 
responded to that very well. Of course, what we are aiming at more than any- 
thing else is to get people to give up the habit of using their own cars and we 
are working in a lot of inducements, group fares and so forth in order to do 
that. But, we have made it so cheap now that the car owner looks at our fare 


and decides it is cheaper for him to go by train than to use his own passenger 
automobile. 


ny _ Mr. Horner (Acadia): In a sense, would you agree that what you have 
_done has brought about a reduction in passenger travel fares? 


Mr. GORDON: Yes, on the over-all that is true. 


Mr. HorNER (Acadia): And this has caused an increase in passenger travel? 


a Mr. GORDON: Yes. We have applied the same principle as you do when 
you are selling soap; you ascertain what the public wants. And, we are provid- 
ing incentives for the public to use our service at a price. 


_ This is the first time this principle has been thoroughly tested in the rail- 
“way business. We have been the pioneers of it. I can tell you a number of 
United States railways have been talking with us and they have been very 
interested in the kind of response we have received. 


Mr. Horner (Acadia): I have been an advocate of this at different railway 
committee meetings over the past number of years and I am pleased to see that 


‘it is a success. But, do you believe it would be a success in respect of freight 
Or other services? 


i Mr. Gorpon: We have the same principle in freight service; we have pro- 

duced incentive rates. We have produced rates that provide an incentive for 

higher loading of our cars. We have quite a number of incentive rates of that 

Kind. We have followed that same principle and have done that for some years. 
Mr. Horner (Acadia): In the field of economics it is suggested that a price 

can increase until it reaches a point. 

{ Mr. GorpDon: Yes. 


Mr. Horner (Acadia): Then business starts to fall off and revenue starts 
to decrease. 


Mr. Gorpdon: You are absolutely right, yes. 


_ Mr. Horner (Acadia): When the price is brought down again, business 
Picks up and total revenue increases? 


Mr. Gorpon: Yes. 


_ Mr. Horner (Acadia): Here, in a sense, you have proved the theory that 
the revenue and traffic have increased to an economic saturation point, always 
bearing in mind other modes of travel. 


Mr. Gorpon: That is the first result. Mind you, I still have my fingers 
<rossed because it is difficult at this stage to sort out what might be called the 
curiosity appeal from the stable traffic which will continue. If the public will 
continue to be attracted by these low prices, then we have won. After all, 
People drifted away from the trains not basically because of the price but 
because of the new convenience of their passenger automobiles. Now the pas- 
senger automobile is no longer as popular as it was because of the congestion 


hy 
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on highways—which we hope will ‘cone. as far as we are concern 
the combination of less comfort in driving the passenger automobile ne ; 
incentive. Those two factors are working in our favour. Bead i . 
Mr. Horner (Acadia): I am not convinced—and I want i question - 
again on this—that this same theory cannot be applied to freight traffic and, 
let us say, even to grain traffic. ey 
Mr. Prittre: On branch lines? 
Mr. Rock: How much per bushel? 
Mr. Horner (Acadia): Well, I just threw in grain because I love it. 
Mr. Gorpon: We do not carry any grain on passenger trains. 
Mr. Horner (Acadia): But I am talking about the economic theory whic! 
you have proven to my satisfaction and, I am sure, to the satisfaction of many 
professors who teach economics in the universities across Canada. You hi 
proven once again that it is true that you can reach a point of no return; < 
this is what passenger fares did reach to a certain extent. 
Mr. Gorpon: And the reverse is true; we cannot afford to reduce pri 
to the point at which we lose money. 
Mr. Horner (Acadia): No, always bearing in mind our ultimate dre 
that Canadian National Railways will make money. : 
Mr. Gorpon: I do not like the use of the term “ultimate dream”; I wan 
to be realized this year. If you fellows co-operate in putting through 
MacPherson legislation and capital revision it will be a dream that will 
realized this year. : 
Mr. Horner (Acadia): You will have all the co-operation from me beca 
we do want Canadian National Railways to pay; and we know, we do knov 
that western Canada is paying its fair share of the cost in maintaining 
operation of it. 
Mr. MiLuAr: For the first time in history. 
Mr. Cowan: What is the Crowsnest rate? 
The CHAIRMAN: Order. 
Mr. Horner (Acadia): But here you have proven an economic theory. Tave 
you given it a true test with regard to freight rates? This is the question 1 
which I want an answer. We saw continuing price increases in freight | 
until the government put a stop to it some years ago. pe 
Mr. Gorpon: That is because of the system of the horizontal freight 
increase which was the only method open to us in the light of the exi 
legislation at that time. Now when we get the MacPherson commission legi s 
tion through we will be free to use our own economic judgment. | 
Mr. HorNER (Acadia): I have one further question arising out of 
answer, Mr. Gordon—perhaps two further questions, but, Mr. Chairman, 
with me. fi, 
The CHAIRMAN: Always on the passenger line. 


Mr. Horner (Acadia): Always on the passenger line, Mr. Chairman né 
on the theory that is so well proven in the passenger veaeded rates. Are 
suggesting, Mr. Gordon, arising out of your answer, that the free zone fre 


rates will be removed when the MacPherson legislation is passed. ee 
Mr. GORDON: Yes. i a 
i, 


Mr. Horner (Acadia): It will be removed? a 
Mr. GORDON: Yes. ne 
Mr. Horner (Acadia): And you will be prepared then— ee 


1 


i te Couhone: I mean ne say that I cannot remove them, but that it is part 
hg whole theory. Government action will remove them, in my opinion, yes. 


Oo ae HORNER (Acadia): And you will be prepared then to put to test the 
nomic theory which you have once again proven on the passenger fares in 
| gard to freight rates. 


‘Mr. Gorpon: Very definitely, yes, indeed. 


n 1947 to 1957 freight rates reached a saturation point in many cases, not 
lecessarily in all cases, and this theory, so well proven in your passenger fares, 
ir. Chairman, if I might refer to the passenger fares once again, can we 
roven in freight rates. 


The CHAIRMAN: All right, Mr. Horner. 


rop it, if you will. 
_ The CHarrman: I hope so. 


Mr. Gorpon: I would like to make the suggestion that you look at the 
ual increases. The relative price for the railway product has gone up ana 
s than many other prices. 


Mr. HORNER (Acadia): Well, I can go back to grain ee Some things 


( Translation) 
Mr. BEAULE: Mr. Gordon, I have two Pee cha First, does the blue, white 


Mr. BEAULE: Now, you know that, during 1962, passenger-car main- 
ance was carried out by Canadian Pacific in Quebec city. Now, in view of 


xt) 
~ Mr. Gorvon: No. 
Mr. BEAULE: Quel raison? Why? 


_ Mr. Gornon: Because our main passenger repairs and other repairs are 
oncentrated in the Point St. Charles shops. 


jee 
(Translation) 

ae Mr. BEAULE: Why? 
::: ' 

Mr. GORDON: Well, it would be very small to start with. After all, one 


Mr. Demcor: Minor repairs will be made in niece when the train 


a at 10. 15 and sits there until five o’clock, it has all day, and they would 
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Mr. HORNER (Acadia): I am suggesting that with a 150 per cent increase ~ 


Mr. Gorpon: I would like to make one comment on that and then we will | 


ts there at night before it leaves in the morning. But when the train gets _ 
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(Translation) ; 

Mr. BEAULE: Yes, I understand, but the new train now in service pel 
Quebec and Montreal obviously gives more work now. I am speaking of 
maintenance, of light repairs to the cars. Would it not be possible for these 
repairs to be carried out at Limoilou rather than at the Canadian Pacific? 


Lie “4 


(Text) q 
Mr. Gorpon: I do not know. We do not know what the Canadian Pacific 
Railway is doing. 


(Translation) 


Mr. BeauLk: Has Canadian Pacific employed additional staff since this 
passenger train went into service? 


(Text) 
Mr. GorDON: Unless you know, Mr. Demcoe? 
Mr. DeEmMcoE: I am not aware. 
Mr. Gorpon: We would not have that information. 


(Translation) 


Mr. BEAULE: Could we obtain the information? 
Can you obtain that information? 


(Text) 


Mr. Gorpon: No, I do not think so. Canadian Pacific do not usually tell 
us their business; they are pretty cautious. They keep things to themselves. : 


Mr. BEAULE: That is Canadian Pacific Railway business. 
The CHAIRMAN: Mr. Rhéaume. 


Mr. RHEAUME: Mr. Gordon, I want to take you ‘back just for a moment 
the reference made by Mr. Prittie to the statement made by Mr. ‘Charles Spr 
at the Western Canada Motor Coach Association meeting in Winnipeg in Ap: 
I think we probably all know of Mr. Spratt and know that he is a fairly relial e 
person and fairly capable when it comes to understanding bus traffic. In 
statement with regard to red, white and blue days I think he said those r 
white and blue days in fact were the greatest problem facing bus operators 
Canada today. I want to ask you a question. Did the instigation of the operat 
of red, white and blue fares, in the experience of your company, generate n 
traffic that was not moving before? Did it encourage traffic in Canada? Did 
open up a new area in a market that before was not moving along? 


Mr. Gorpon: There is no doubt about that. Remember that our belief i 
regard to the action of the red, white and blue is that most of the traffic ca 
from the passenger automobile. We did not go out specifically to beat the b 
what we are trying to do is get people out of the passenger automobile. In so 
cases it affected the bus, but the bus has still got an appeal that we canno 
meet. ‘They have more flexibility in eee to the intermediate points, and Me Al 


afar 


came from buses, but that is Ne rT 


Mr. RHEAUME: But in fact it did not generate new traffic; it took traf Th 
away from the private passenger automobile. 


Mr. GorDon: That is what we are trying to do. It is not rail traffic in t 
respect. I am not sure how long this curiosity appeal will last. We do 
from questionnaires we sent out that a lot of people have made a trip 0 
rails for the first time in their lives, particularly children, but again I ca 
tell you; we have no way of knowing, whether that same family group mi ‘ 
not have gone by passenger automobile. A 
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3 Mr. RHEAUME: In your opinion it did not take away as much from buses 
and air lines as it did in fact get the private passenger automobile driver off the 
_ highway and perhaps generated a new traffic of people who never before left 
| their own town. 

Mr. GorDOoN: That is our belief. 


| Mr. RHEAUME: Did the total passenger service of the C.N.R. during the 
period when the red white and blue days were implemented lose money under 
| this plan? 
| Mr. Gorpon: Not under this plan. The total passenger service lost money. 
Ih Mr. RHEAUME: It lost money during the period when this plan was 
hat implemented on a fairly large scale. 
- Mr. GoRDON: What we demonstrated by this plan was that the steady 
_ decline—you have seen it every year for many past years—in our passenger 
| traffic was stopped very shortly after we put this plan in. We stopped it. Now, 
| it has started to climb. 
Mr. RHEAUME: This leads me to my next question which is: In your opinion 
| does the red, white and blue days’ plan have the potential to pull the proportion 
| of your operations in the passenger service out of the deficit position? 
Mr. Gorpon: Not by itself. Other things will need to be done. It is a question 
| of the readjustment of services where they are definitely losing. Some of those 
services may have to be abandoned. I cannot look forward right now and see in 
| the foreseeable future that a passenger deficit will be eliminated. Under the 
| MacPherson legislation we are given five years in which this passenger deficit 
| may be payable, and then it runs out, so that we will be on our own at the end 
| of five years. They have given us five years to see whether or not we can 
| eliminate the deficit. At the end of the five years, if there is still a deficit, I 
| presume there will be further discussions. 
| Mr. RHEAUME: Five years from the time the MacPherson legislation is 
| Passed by parliament. In view of the statement made today in the house by the 
| minister it may be 10 years away. The minister indicated that the railway 
| legislation will not take the priority that had been indicated earlier. 


Mr. Gorpon: I have not heard this statement. 


| Mr. RHEAUME: The minister, on the orders of the day, in response to a 
| question directed to him whether this urgent legislation would take priority 
| Over certain other matters, for example, the flag debate, indicated that it would 
| not. This sort of suggests that the Globe and Mail article which said that legisla- 
| tion will be shelved is reasonably accurate. 


. Mr. Gorpon: We had better wait for Hansard because I was told during the 
| short time I had for dinner, one man rushed in and said, that the minister had 
_ agreed the MacPherson legislation will go ahead promptly. 


| Mr. RHEAUME: Some things must have happened during dinner of which I 
_ know nothing. 


Mr. Rock: The Conservatives always have the wrong information. 
Mr. Gorpon: I cannot give any evidence on this. 


Mr. RHEAUME: I agree that our information may be wrong. We do get it 
| from the ministers of the crown; that is all I can go by. It is an important state- 
) Ment that Mr. Spratt has made, and I think it should be corrected if there is a 
| Misapprehension. He has suggested that the C.N.R. had no right to lower its 
| Passenger fares as they did in the red, white and blue plan. It made it more 
| economical to travel. 

4) 
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Mr. Gorpon: What Pete had he to ete chen a Vaaietienh 
is a competitor so he would squeal if traffic were affected. ‘It is sweet music in 
-my ears when I hear the squeal of competitors who are losing. business to us. 

That is fine. _ 

Mr. RHEAUME: The squeal is coming from one who sees hineele asa ke x- 

payer. The squeal then gets to be a little more significant. 

Mr. Gorpon: We replied by pointing out that the passenger deficit has been 1 

declining as a result of the plans we mentioned. 

Mr. RHEAUME: This is precisely the area I am trying to explore. If in fae ; 

the red, white and blue plan is going to help decrease the tax rap that the bus 
companies are paying, then by this interpretation they should be quite Pappy 
Mr. Gorpon: I do not know how his mind works. * 
Mr. RHEAUME: If it is accurate that the red, white and blue plan for the 
passenger service is helping to make it a more paying operation then they 
should be happy. a 

Mr. Gorpon: They should be happy but I do not understand other people’s s 
logic: I do not know why. I think perhaps Mr. Spratt would probably rather 
have the excitement of handling passengers and perhaps paying more deficit 
by the railway because he gets that burden shared by all the people of Canada. 

Mr. RHEAUME: I did want to put it in context, that to anyone but perhaps 

you and me the thing does look like an abuse of the taxpayers’ money. ie 

Mr. Gorpon: I cannot follow that. . 

The CHAIRMAN: Order, order, gentlemen. ad 

Mr. Rock: I have a supplementary question on that. Is there any red 1, 

white and blue system in the Northwest Territories? ‘ 

Mr. Horner (Acadia): What has that got to do with what we are discuss- 

ing? That is not a proper interjection. 

Mr. Rock: I just asked a question. 

Mr. HorRNER (Acadia): The members down here represent all of Canada. 

Mr. Rock: I just asked a question. 

The CHAIRMAN: Are you through, Mr. Rhéaume? 

Mr. RHEAUME: No. Mr. Chairman, I will not take exception to that. 

The CHAIRMAN: Let us get back on the track. 

Mr. RHEAUME: I am interested in the potential of the red, white and blue 
plan, if in fact this did promote an area of Canadian travel that had not 
_ exploited before. Did it make available to Canadians an opportunity to travel 

who otherwise would not have travelled before? If it has a potential to mom 
the passenger service into a much healthier position—although it might r 

} make it a surplus position—then the C.N.R. can only be commended for havi in; g 
if done it and encouraged to exploit it. 4 
| Mr. Gorpon: That is definitely the situation. 7 
Mr. MacEwan: DoJ take it, Mr. Gordon, that the C.N.R. definitely believ 

in the future of passenger service, not only for intercity transportation but 
Ph sie long distance transportation in Canada in spite of the fact that, as I underst. 
: uy the C.N.R. are not sold on the idea and many United States railways h 
ing almost entirely gone out of the passenger lines? 
Nore Mr. Gordon: We are running definitely against the trend of raily 
thinking on the subject, and we have gone all out and taken a calculate 
business risk in the process. We have done that in spite of the fact that a 
Deas, evidence shows to the contrary. We think it is going to pay off, but it 
be that we are wrong. It is a calculated business risk. Our policy is th: , WE 


E 


wR 


ff ae aie can ont by so doing. We are dennitery in the passenger business 


: it has become necessary on that run to use - conventional train or alternately to 
transport a number of passengers who would travel by bus. I do realize that 
these rail liner units cost a lot of money. I wonder if any of your officials 


Mr. Gorpon: That section of the Rote to which you are referring is 
ee of our problem areas in regard to the ae you mentioned. I can ue 


: This is part of our effort to meet the needs of the travelling public. Now 
i always will be times when for specie reasons there will be a peak load 


Mr. vee ee It is being looked into? 

Mr. GorDON: Yes, very definitely and vigorously. 

The CHAIRMAN: Now, Mr. Lloyd. 

Mr. Luoyp: I am satisfied with passenger services. 

The CHAIRMAN: Now, Mr. Rock. 

Mr. Rock: We are not in dispute over the services, are we? 
The CHAIRMAN: We are on passenger services. 

Mr. Rock: Do you mean that we can go to any item? 

The CHAIRMAN: Oh, yes, yes, except freight. 


| 1 he station yesterday where you have an electronic system to heat frozen food. 
Bo; Mr. Gorvon: No, it is not frozen food, it is what they call pre-cooked food. 
Mr. Rock: Well, I have no questions to ask. 

The CHarrMAN: Now, Mr. Pascoe. 

| Mr. Pascoe: I have a couple of short questions. Under “schedules and 
services” there is a reference to car-go-rail. Is there much of an extra charge 
in addition to the passenger fare for that service? 

Mr. Gordon: Yes, there is a regular charge for taking the automobile. 

Mr. Pascoe: Is it quite a large charge, or is it a fair one? 

Mr. GorpDon: We make it as small as possible. We have to cover our costs 


Mr. PASCOE: Has it met with honed 


Mr. Gorpown: It is fair. It is not as good as we would like to see it, but we 
think it can be improved. Since the inception of this service we have carried 
about 500 automobiles between’ important cities on the transcontinental main 
line. We believe there is a substantial market but it is one which will take a 
- good deal of selling. We have had only modest success. It is one of those things 
hich everybody is expected to welcome as a roaring success as soon as it is 


Mr. Rock: And grain, and the flag issue. We visited your new car down at 


and we propose to sare in the passenger business and provide the kind of service - 


tL Waka SL Aapi ai) @ Rah fe CN aa ee mei 
BONE DK aaa St ae ae 
eae ’ tf, & pe alee wer “ee 


242 eros os COMMITTEE 


offered, but it has not been that nese Nevertheless, we are rae ree SS 
and we hope that with more advertising and as knowledge of it spreads tk 1€ 
service appeal will follow. Pe 


Mr. PascoE: On another point concerning this charge-a-trip program, is 
that just the regular cost of the fare, or do you have an extra carrying charg e 
as well? . 

Mr. Gorpon: No, it is the regular cost. There is no premium on it. | 

Mr. Pascor: Thank you. 4 


Mr. Capieu: Speaking as one who has travelled quite a lot across the 
country, I notice this red, white and blue plan which I appreciate very much. 
I think it is a wonderful thing. Do you think that the red, white and blue plan 
has meant as much as more efficient dining car service and more courteous 
services in the last five years? * 


Mr. Gorvon: I think it is all those together as part and parcel. The ome | 
white and blue plan has been the sort of thing which the public wants. But at 
the same time we are certain that improved services, and the attitude of the 
employees—because we have conducted talks with the employees and they hava ) 
responded very well—are equally important. 


The CHAIRMAN: Now, Mr. Kennedy. 


Mr. KENNEDY: Mr. Chairman, I would like to ask Mr. Gordon some ques- 
tions. One of the complaints which is raised quite frequently in regard to pas- 
senger traffic is that the trains do not stop at intermediate stations. Leaving | 
the time element out of it, which I recognize as important, could you tell 1 me 
what it costs to stop a transcontinental train? 4 
Mr. HoRNER (Acadia): I used to flag one down for fifty cents. a 
Mr. GorDon: Could you give us the figure, Mr. Demcoe? ; 


Mr. DEmMcoE: Not very well. There are many variables, such as brake shoe 
wear, and the stopping and the starting. 


Mr. Gorpon: I do not know if we have an orthodox figure for it now, but 
some years ago I was told that it cost $25 to stop a train. Do you recognizg 
that figure, Mr. Demcoe? 


Mr. Demcor: I think it is correct. 


Mr. Gorpon: It is a matter of a cost study; and it is a matter of maintaining 
our schedules. We cannot maintain them if we do not watch such factors as 
that. That is one of the factors. We also have our passenger traffic where we 
have greatly cut down the running time. Our running time to Vancouver, for 
instance—I think we have it here—has been very substantially reduced. The 
Montreal to Vancouver running time has been reduced to approximately 66 
hours as compared to 73 hours in 1955. Yet in 1955 we in turn thought that. 
73 hours constituted a substantial improvement over what it had been pre- 
viously. So I can say that over the period of the last 84 years we have cut 
21 hours from train travel between Montreal and Vancouver. I think that is i 
very substantial accomplishment. 


Mr. HoweE (Wellington-Huron): In reply to Mr. MacEwan you said that 
the rail liner operation in his area was under intensive study. I wonde! r 
why the rail liner service was discontinued between Palmerston and Listowel! 2 
I mean the one that used to go across to London, when now passengers from 
Southampton have to go all the way down to Gueian and Kitchener in order 
to get to London. I think it would be a very good idea if you reinstituted that it 
service directly across to London from Palmerston rather than to have * 
passengers go all the way around via Guelph. I think that is very unfortunate: 
I receive a lot of complaints up in that area because of it. 
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| Mr. GorDON: Yes, this is one of those perennial questions. We have gone 
into it many times. Our continuing opinion is that it is not an economic 
~ service. 

ae Mr. HowE (Wellington-Huron): I receive a lot of complaints in connection 
eee that particular service. To me it looks like going the long way around, 
_ when it could be only a matter of nine miles to institute that service across 
_ there. . 

& Mr. VAUGHAN: There is difficulty in cycling the available cars there. 


zc. Mr. HoweE (Wellington-Huron): If there could be one which would go 
_down to Kincardine, why not let it go to Palmerston and then back to Strat- 
_ ford. 

| 4 Mr. VaucHAN: I went down there two or three years ago and rode back 
and forth and talked to the people there. 


i Mr. HowE (Wellington-Huron): Did you talk to Fred Edwards in Palmers- 
ton? 

© Mr. Vaucuan: I am not sure but I know his views. 

Mr. Howe (Wellington-Huron): He is the local provincial member. 

Mr. VAUGHAN: There is a very excellent network of highways up there. 


Mr. Howe (Wellington-Huron): There is not even a bus service across, 
_ and they still have to go down to Guelph and back up again. 


Mr. GorDON: We could not establish an economic justification for doing 


_ what you suggest, Mr. Howe. I know there was quite a clamor a few years ago 
man regard to it. 


Mr. Howe (Wellington-Huron): Yes, it does not seem reasonable to me to 
_ go ten miles when a rail liner would give a little better service to that part of 
Ontario. 

Mr. Gorpon: If we are ever going to get our passenger business on a basis 


of break even, or to cut out our deficit, we must rigorously cut out services 
Which are losing money. 


Mr. Howe (Wellington-Huron): You would make more money if your 
| services were run in such a way as to be more convenient to the travelling 
_ public. I recall a time when the rail liner would come down on Sunday night 
| but would not make a connection at Guelph. So those people who wanted 
_to go to Kitchener would have to get on a bus at Guelph after the train had 
| gone twenty minutes before. This has been corrected now, but still it is an 


_Instance where your co-ordination of time tables did not work to the benefit 
of the travelling public. 


Mr. Gorpon: I shall take back your views to our passenger people and 
| make them give me the answers. 


Mr. IRVINE: The question I would like to ask may already have been asked, ° 

because I have been in and out of this committee of necessity many times 

today. 

I am referring particularly to the city of London, my riding. I am wonder- 

|Ing why the schedules of the C.N.R. coincide very much with the schedules of 

the C.P.R. For instance a train leaving London in the morning at eight o’clock 
is matched by a C.P.R. train leaving London at approximately the same time. 

| These trains also return to London at approximately the same time. This seems 
to me to be rather an odd situation. 


i Mr. Gorpon: I cannot picture in my mind the particular service to which 
you have reference at this moment, but you must remember that London is a 


‘terminal of the different companies and the service provided by each is 
ie 


to be recognized in terms of the individual and different territory o! , 
Service from London to Toronto, if we may consider that in respect o 


close to 7.30 as possible. I remind you that Mr. Fisher was not here unti 


early. 


ity _ spite of the time he arrives at the committee meeting. 


and I have your name on my list after Mr. Fisher. 
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company involves service to different points, and we must consider the c 
venience of time in respect of these intermediate points. I agree that when 
trains both leave at the same time it seems rather strange. The same app 
here in Ottawa where different territory is covered by the C.P.R. to 
covered by the C.N.R. in service to Montreal, and that service must | 
convenient in time to those different points. 

Mr. IrnvINE: I am not complaining about the service because it is pou 
There are only two hours travel time between London and Toronto, and that 
is much superior to air traffic when one considers all the factors, but it see! 
to me that when the majority of traffic is travelling directly to Toronto, 
in spite of the fact there are different areas being served, and I have in mind 
the fact that the C.N.R. goes to Hamilton whereas the C.P.R. does not, it : 
rather strange particularly to individual passengers when the trains leat 
London at eight o’clock and there is not another opportunity to leave London 
to Toronto until one in the afternoon. a 


Mr. Gorpon: We must take into consideration the fact that the people 
the different points want to be served at convenient times. 
The CHAIRMAN: Mr. Fisher. 


Mr. Horner (Acadia): Mr. Chairman, on a point of privilege, I say ' 
with a great deal of respect to you because you have been very good to n 
I put my hand up and you acknowledged it at the beginning of this committ 
meeting and I was here shortly after 7.30. I put my hand up again and y 
acknowledged it for the second time before Mr. Fisher came into this roo 
I do not wish to take up any more time in this committee than is due to | 


had put my hand up and been acknowledged for the second time. 


The CuHarirMAN: Mr. Horner, you did ask questions in respect of passeng 
services, and you will have another opportunity to ask questions after M : 
Fisher has concluded. I think I should give an opportunity to other member 


to speak. 


Mr. Horner (Acadia): I might as well come in at eight o’clock, ra 
than at the beginning of the meeting because I will be recognized at the | enc 
of the meeting in any event. It certainly does not help a member to c 


ey 
“a 


Mr. FISHER: Mr. Chairman, I would hate to push the member out of order 


Mr. HorNER (Acadia): It is not that I have a very important question to 
put to the witnesses before this committee. ee" 


The CHAIRMAN: Will you bear with me, Mr. Horner? I am trying to. 
very fair. 
Mr. Horner (Acadia): I think your action is not absolutely fair, and 
bring this to the attention of the whole committee. A member is recognize 


The CHAIRMAN: Order, please. 
Mr. Horner (Acadia): I was speaking to a point of order. ; 
The CHAIRMAN: As chairman of this committee I have been very 


Mr. Fisher, will you commence, please? 
kes HorneER (Acadia): I realize that fact and that is wie mi ob 
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The CHAIRMAN: ‘Iam trying to distribute the questioning time fairly 
ween members. Aan th 


v : f | . 
Mr. Horner (Acadia): I may as well come in at the end because I will 
recognized at that time anyway. 


questions on this subject at 7.30. 

Mr. Horner (Acadia): I was here at 7.30. 

The CHAIRMAN: You questioned Mr. Gordon at that time. ) 
Mr. HoRNER (Acadia): Yes, and I should like to question him again. 


The CHAIRMAN: You will have an opportunity to do so following Mr. 
Fisher’s questions. 


puts his hand up. 


Mr. FISHER: Mr. Gordon, in the mid-1950’s when the Canadian Pacific 
ailway introduced their new trend you indicated to this committee that the 
C.N.R. had no intention to introduce dome or vista cars? 


Mr. Gordon: Yes, I made a number of remarks, but my main statement 
has always been along the line that we were paying out a certain amount of 
money to rehabilitate our passenger service and were prepared to spend that 
money in as widely distributed an area as possible, but that we preferred 
to improve the general standards of our passenger cars, which at that time 
were in a very run down condition. We did not believe that the use of dome 


Mr. FISHER: I thought you would be prepared to give credit to the general 


sdom of parliamentary committees which has been expressed over these 
St years. 


Mr. Gorpon: If it was wisdom I will acknowledge it. I thought this was 
| Just a chance to take a crack at me, that is what I thought this was. 


| Mr. Horner (Acadia): I should like to direct a question to Mr. Gordon in 


‘I understand it Mr. Gordon, is still operating at a loss? 


_ Mr. Gorpon: Yes. 


Mr. Horner (Acadia): Do you operate a passenger service in the United | 


| Mr. Gorpon: Yes. 

Mr. Horner (Acadia): Are you still operating passenger service at a loss 
in the United States? 

ui a ‘Mr. Gorvon: I do not know. This is a very difficult thing to work out in 
'Tespect of the United States. I would say by and large we are not far off 
oreaking even. We have cut out a lot of passenger service in the United States. 
i Mr. Horner (Acadia): You are not far off breaking even; is that right? 
be Mr. GorDON: We are not far off breaking even. 7 
| Mr. Horner (Acadia): How do you equate passenger service in the United 
tates in respect of charging it off against losses in the United States? 


_ Mr. Gorpon: Your question involves a matter of cost accounting formulas 
h attempt to take account of the kind of expense we would save if we 


Mr. Horner (Acadia): I think a member should be recognized when he 


espect of equating profit and loss on passenger traffic. Passenger traffic, as 
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) The Cuatrman: Let us discontinue this type of discussion. You asked 


line as a freight line, for example? 
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cut off passenger services. There is a ieeormaule: euice. we use 40: Saree 
that cost. This is a difficult formula in any event and it is very difficult to w 
out. Generally speaking, the expense in respect of a passenger service line is 
much higher than that in respect of a freight line. It costs much more mone 7 
to maintain a line to carry human beings than it does to maintain a line © ta 
carry grain. 
Mr. Horner (Acadia): You are concerned about Mr. Grégoire being abla 
to sleep; is that right? =, 
Mr. Gorpon: That is right, yes. 4 
Mr. Horner (Acadia): Do you have any rule of thumb regarding youn 
method of equating profit or loss against United States lines for passenger 
service? 
Mr. Gorpon: No. Such an equation would require a very difficult analysis : 
in regard to particular points. 4 
Mr. Horner (Acadia): Can you give me any idea of the equation in thi 
regard? You suggest that the cost of maintaining a passenger line is higher ‘7 
than the cost of maintaining a freight line. Do you have any rule of thumb 
percentagewise in this regard? Does it cost twice as much to operate a passenger 


Mr. Demcor: Actually there is very little difference in the maintenance 
required to run a freight line. It requires about the same amount of 
maintenance to run a freight train at 60 m.p.h. as it does to run a passenger 
train at 80 m.p.h. It requires about the same maintenance, alignment and other 
services, in respect of a freight train as in respect of a passenger train operating 
both at high speeds. 4 

Mr. Gorpon: You are referring now to the highball freight? q 

Mr. DEMCOE: Yes. 

Mr. Gorpdon: That is quite right in respect of a highball freight which id 
kind of a super duper train, but we cannot run a highball freight on every line. 


Mr. DemcorE: That is true. 5 

Mr. Horner (Acadia): I am concerned with passenger lines, and we are 
dealing with passenger lines rather than highball freight lines. I am trying to 
find out how you equate the profits and losses, and whether you are actually los- 
ing on passenger services. You have a figure which you charge against main 1- 
tenance of lines? ; 

Mr. GorDON: Yes. This involves a cost accounting formula which we pro- 
duced again before the royal commission when we demonstrated our passenger 
losses. a 

Have you got the figure for passenger losses that we presented to the 
commission? 

Mr. Toouet: Yes. In 1963 it was $43,500,000. 

Mr. Gorpon: Is that the figure we produced to the commission? 

Mr. Tooue: No, this is based on the commission formula. 

Mr. Gorpon: What was the figure we gave the commission? 

It was something over $50 million. 

Mr. Toots: It was $50,300,000. 4 

Mr. Gorpon: We demonstrated to the commission and it was accepted bj 
them, on the basis of our cost accounting calculation, that our passenger deficit 
in total was something over $50 million and on that basis they arrived at t reir 
recommendations in regard to the passenger deficit. Since that time we 
been able to apply the same formula to our full passenger business and we | : 
cut about $10 million off that deficit. 
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/Horwer (Acadia): Am_ 
se or four years ago the Canadian National was losing something like $50 
million a year on passenger service? 

_ Mr. Gorpon: Yes. 

Mr. Horner (Acadia): And, today, you think it is $40 million? 

Mr. GorDON: Yes, using the same formula. 


_ Mr. Horwer (Acadia): If I remember correctly, three or four years ago the 
nadian National was losing something like $1 million on passenger service 
in the United States, or am I wrong in my recollection of that figure? 


___-Mr. Gorpon: I do not think that figure ever came up. 
Mr. HorNER (Acadia): It would not be anything like that now? 
Mr. Gorpon: No, it would not. 


_ You see, our United States situation, which I have discussed in previous 
ommittee hearings, is a peculiar situation. We show a substantial deficit, for 
astance, in our Grand Trunk Western line, and that is the result that we report 
) the United States government for income tax purposes. It is a perfectly legal 
re in terms of the accounting methods applicable only to the Grand Trunk 
stern line. But, we make our own analysis to establish whether or not the 
and Trunk Western is a losing proposition, and on that basis we analyse the 
1 operation on a basis of what we call its feeder value. On the basis of that 
ue as it contributes to traffic on the Canadian National System as a whole 
show that operation to be profitable. : 


Mr. Horner (Acadia): Yes, this is very interesting. I am not going to 
eal with the feeder value of United States lines until we get further along 
the committee report because I want to tie it in with the feeder lines in. 
stern Canada. At this time I want to revert to passenger lines and passenger 
uipment. Have you a formula in Canada to equate maintenance costs per mile 
travel to a particular passenger train? 


. Mr. Gorpon: No, I do not think we can break it down that way. It is a 
| formula approach that was approved by the commission and we use that for 
- over-all passenger situation. ; 


, Mr. Horner (Acadia): One of the gentlemen there—and I am afraid I do 
ot know his name— 


Mr. Gorpon: Is it Mr. Toole? 


_ Mr. Horner (Acadia): —spoke of the formula, in which they did this equat- 
before the royal commission. Do you have that there and could we be given 
or is it a long lengthy document? 
Mr. Tooue: I do not have it. 


_ Mr. Gorpon: It is a terrific thing. It is a tremendous thing, and it is com-. 
etely incomprehensive. I will give you an example of it, if I can find it here. : 


ae Here is a question having to do with the form of cost accounting applicable 
to variable costs. The question was for an explanation of the “coefficient of 
lable cost”. Here is the answer from the witness: | 


_ The coefficient of variable cost emerges from the regression equa- 
tion. To explain it I have to explain a little about what a regression. 
equation does. Regression analysis is essentially a way of inferring from 
variation in expenses by division, and variation in output units of dif- 


tional unit of one type of transportation service holding constant the 
volume of other types of transportation service produced. The coefficient 


__~which emerges from the regression equation is a number which comes 
2 anit—6 
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: Am I correct in my interpretation of your reply that 


ferent types of transportation services by division, the cost of an addi- ss 
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through the solution of a series of simultaneous equations, each of w 
is developed from calculus and is designed to show the quantity of the 
particular value of the equation which will minimize a functional rela- 
tionship between the predicted and the actual values. — a 

Now, the regression equation, or the coefficient of variable unit cost, 
is, therefore, that part of cost which varies with changes in the particular 
traffic volume to which it is attached. a 


Mr. HorNER (Acadia): Why did you not say that? 
Mr. Pascor: It sounds like Paul Martin. . 
Mr. Gorpon: That is the clearest explanation I can give you, and I further 
point out you brought that on yourself. a 
Mr. Horner (Acadia): Well, I am not satisfied with it one bit. It is just a” 
conglomeration of words making no real attempt to explain or to simplify ity 
Mr. Gorvon: No. The point is that this is the answer which the experts on 
the subject of cost accounting for railways agreed is the proper formula, and 
the experts understand it. In my own business I deal with the advice of my 
experts; I do not profess to be a cost accountant expert and I am not goin; 
to try. But, I know if I follow the rules they lay down for me then I am sate 
It is the same as putting a ship down a canal; so long as they keep it within 
the buoys they are safe, and I operate in that way. a 
Mr. Horner (Acadia): I do not doubt but that it makes sense if you and 
I and several other people sat down and tried to figure it out. What I am 
saying is that the interpretation of the definition of the word formula sho 
be a simple rule of thumb. I am back to my old favourite expression of h 
to do something or how to arrive at an answer. on 
Mr. Gorpon: Yes, but it does not have to be comprehensible to the lay- _ 
man. There are all kinds of formulae in the chemistry business which you ang ~ 
I never would understand but they are perfectly clear to an expert. “a 
Mr. Horner (Acadia): Yes. ats “a 
Mr. Gorpon: As I say, this kind of formula touching on cost accountins 
perfectly valid in the hands of an expert. :: 
Mr. Horner (Acadia): Yes, but I am asking for a simplified rule of thu 
how you arrive at whether or not a passenger line is losing money. How m 
do you charge for maintenance of that line on the X number of trains runn 
over it a week? j 
; Mr. Gorpon: We express it under formula the cost accountants produce 
or it. a 


When I ask a question like that I call up the man in charge of that depa t 


| 


ment and tell him I want an answer to whether or not such and such a {fF 
is losing money, and I get it. I do not call him up and say I want to know : 
you did it because I would be wasting my time. I know he is hired for 
purpose, and I depend on him. He has the formula, and other people who 
the knowledge I do not have can check him on it and make sure it is a Vv 
approach. It is not the work of one man; it is checked. i 


Mr. HORNER (Acadia): Yes, I quite realize that and I do not expects al 
know just how they arrive at this. But, I do think that there should b 
simplified form which they could charge against so many trains for so many 
miles of run. Re 
Mr. Gorpon: To them it is simple. It takes them no time at all. They. 10W 
the ropes and know what it means. oe 
Mr. Horner (Acadia): I am glad you have read it into the record. 1 will 
read it and I will make a thorough study of it from the record. a 


z 

' 

is iy 
aA. 
x 


yy a pe Be Ps teh 
* ’ ~ aa ‘ Me a 
aN ia \ ‘ 


RAILWAYS, CANALS AND TELEGRAPH LINES 249 


a! I have one further question in regard to passenger service. While I do 

t want to bore the committee I do intend to make, to my mind, a full exam- 
ination of Canadian National Railways report, and I really do not care whether 
we finish tonight or not, although I consider that I have been most co-operative 
in expediting this committee and I have forborne to ask many questions which 
| I could have asked—but attitudes do change. 


With regard to the last paragraph on passenger travel, you have introduced 
a “Car-Go-Rail” system. I want to know how this is panning out, when it was 
|first introduced and whether it looks as though you will continue it in the 
| future. Is there a future for it? 


| Mr. Gorpon: I just answered that question a few minutes ago. 
ie Mr. Horner (Acadia): With regard to carrying and taking on— 
a Mr. Gorpon: Mr. Pascoe asked the question and I answered it. 

7 Mr. FISHER: We cannot have any repetition, Mr. Chairman! 


| Mr. Horner (Acadia): I do not want any repetition, all I want is a clear 
‘understanding. 


AG 
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: . 
ene’ 


ie Mr. BEAULE: You were here. 


| Mr. Gorpon: You were here and I have answered the question that was 
| asked. 


Mr. HorNER (Acadia): That is fine. I am all through with passenger service. 


Mr. Rock: In the area from which I come the long haul passengers usually 
ave to embark at Dorval. Your company has been requested by municipalities 
in that area to build, if possible, a combined station for Canadian Pacific and 
vanadian National Railways. 

_ Iuse that station quite often and I do realize that that station is too small 
or the number of passengers who get on your trains there, and I am referring 
0 long haul passengers. The Canadian Pacific Railway station across the tracks, 
hich also accommodates long haul passengers and commuter service passengers 
lis also too small. I would like to know whether you have any future plan for 
|building a combined station or a station just for your own needs, or whether 
lyou have a plan to have private enterprise do it, as in many other areas— 
\P¥ivate enterprise possibly with hotel facilities or something like that in that 


|growing area. 


Pa Mr. Gordon: We have nothing currently in mind in regard to a joint station 
or a new station for our own purposes, no. 

} Mr. Rock: Would you investigate that matter in the near future in that 
area? ! 
_ Mr. Gorpon: Yes. 

__ Mr. Rock: This is the western embarkation point, I would say. 


- Mr. Gorvon: That is right. It all costs money, however, and so far I have 
neard suggestions about not spending money and I am trying to cut down the 
expenditure. Our information is that our facilities at Dorval are adequate for 
‘our needs and I do not believe we have an examination underway or con- 
‘sideration of a joint station which would be a very expensive situation in any 
vent, and our opinion is that it is not necessary. 


| The CuHarrman: Mr. Rhéaume. 


Mr. RHEAUME: I just had one quick question for clarification. Did I under- 
tand, Mr. Gordon, that you gave us a figure for the total deficit of $43 million 
cing Canadian National Railways this year and that $40 million of that can 


be attributed directly to loss on the passenger phase of the operation? 


| Mr. Gorpon: Yes, it would. 
2117463 
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Mr. RHEAUME: In which case, then, Mr. Gordon, es, I 


_ township is nearing completion. 


put a new light on the statement made by the president of the Western 
Motor Coach Association that the reduction in Canadian National Rai 
passenger fares that occurred, which did take passengers away from 
was in fact being subsidized by those companies. earl cate ah See Tet ae 
Mr. Gorpon: No, quite the reverse. The fact that we have taken passen 
from them, even admitting that we have, has reduced the deficit. 
Mr. RHEAUME: What you mean is that if you were not taking © 
passengers you could have lost $86 millions? a 
Mr. Gorvon: I told you that when we appeared before the royal com 
mission our estimate of our deficit was something over $50 million. Since ° 
by our various approaches to passenger business, including the red, 
and blue—although not solely the red, white and blue, but including tl 
and other things that we have done—applying the same formula we believe ow 
passenger deficit has been reduced from $50 million to roughly $40 million, 


Mr. Rutaume: So that in fact has saved the taxpayer $10 million. 
Mr. Gorpon: Yes, it has in regard to the deficit. z 
Mr. RHEAUME: I will abandon my further questions. 
Mr. KENNEDY: Mr. Chairman, with great respect to the founding rac a 
this country, do the Indians still have the privilege of travelling at half far 
Mr. Gorpon: Not to my knowledge. Did they ever have that privilege 
Does anyone here in the passenger business know that? It never occur 
to me. I never knew it existed. 
Mr. Kennepy: It did. When I was a young fellow I was mistaken for 
Mr. Gorpon: Then you have owed us money all these years! | 
Mr. Miutar: And then he got to be a member of parliament and no’ 
travels for nothing! 
The CHAIRMAN: Mr. Prittie. 


Mr. PRITTIE: Just one question, Mr. Chairman. 

On passenger deficits, does Mr. Gordon know if any of the major Un! 
‘States railways which serve great distances, such as the Great Northern 
Union Pacific, make money on their passenger operations? a 


a 
Mr. Gorpon: I do not know if any claim to do so except the— ¥ 


Mr. DEMCOE: Santa Fe. 
Mr. Gorpon: The Santa Fe and also the one in Chicago. 
Mr. DemcoE: The Chicago North Western. 


Mr. Gorpon: Yes, a couple do claim to do so. Chicago have done a nu 
of things in regard to the huge, huge, huge commuter business and I 
report the other day in which they said that they have now licked the 
The Santa Fe on the long runs is the only one I can remember that feel ° 
are making money on the passenger business. fe 


_ Mr. Cowan: I know this is a review of the 1963 operation of Ca 
National Railways, but you are dealing with passenger services and pel 
this is a proper time for me to ask this question, or perhaps I should w 
we reach “Outlook” to inquire into the situation with regard to co 
services in the metropolitan Toronto area now the hump yard in V 1 


al 


Mr. Gorvow: I think I may as well dispose of it now, Mr. Chairm 
The CHAIRMAN: Yes. “a 
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Pe evn the Payetro arian area officials, the determination of as is. 
st thing to do in regard to the commuter problem in Toronto. We have 
hem that once we have our hump yard fully operational, once our access 
is available so that it will bypass the city, there will be certain of our lines 
+ may have enough capacity to introduce a new type of commuter service. 

we have also told them that we would only be willing to do that provided 
can get a fare or a return that will meet our costs, and that situation is 
der heavy study now, as I say, to determine what they want. They have 
themselves made up their minds what they want, but if they tell us what 
2y want, we have undertaken to study the matter with them and tell them 
hat it will cost. They then will have to make up their minds whether that 
is going to be met by a fare approach or whether they in turn will be 
repared to put up some sort of payment, as has been done in some of the 
a in the United States already. 


Mr. Cowan: How close is the opening of the new hump yard of Canadian 
Penal Railways? 


Mr. DEMCcOE: We hope to have it open this fall. 

_ Mr. Cowan: This fall? 

a Mr. DEMCOE: Yes, provided the weather conditions permit us to complete 
2 grading and the remainder of the work. 

. GoRDON: It will not then be fully operational, will it? 

. DEMCOE: We hope to have it fully operational. 

. CowAN: Then the metropolitan area will be— | 
. Gorpon: The provincial government formed this committee in 1963 


echnical advisory committee. They have had a lot of work done on it and 
of study on the fiscal feasibility of operating commuter or rapid kinds of 
ice on the various railway lines as they become available. There has been > 
-of work done on it. 


Mr. BEAULE: Mr. Gordon, I have a auestion regarding passengers. There > 
rail-liner passenger service between Quebec and Chicoutimi. It runs very 
in summer but in winter, because of fluctuations in temperature and heavy 
7, it often runs behind schedule and is very costly to maintain. Since the 
rs are slung under the locomotive that is what apparently causes the 
ys. Is it possible to replace this train in winter by a locomotive and 
enger-cars, because you seemed a while ago to reduce the cost of passen- 


Mr. GorpDoNn: Well, I could not give an offhand answer to that. It will have 
3 the result of a study. 


service. 
ah 
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Mr. Rock: I have a small suecion: I believe t Sees tals one. cee ye 
any negotiation going on between the C.N.R. and the Montreal city author 
on the taking over of your northern line for subway purposes? : 


Mr. GORDON: Yes. 

Mr. Rocx: Because last year you said there was not at the time. 

Mr. Gorpon: You do not read the papers or you would have seen it. 
Mr. Rock: Do not forget I do not always believe what the newspapers say. 


Mr. Gorpon: But in this case, Mr. Rock, the newspapers printed my state- : 
ment and they put it in quotations, so you can believe that. We organized a 
committee meeting of 18 or 19 municipalities, I think, including the municipality 
of Montreal, and we gave them all the facts in regard to our commuter opera= — 
tion in Montreal. We warned them that by 1966 the commuter service will have 
reached a saturation point and we would not be able to meet the demands. ; 
There is no way for us to improve it. That being the case, we told them that i in 
our opinion the best technical solution was to replace the present railway com- 4 
muter service with a rapid transit service. We further pointed out to them that t 
we were not in the rapid transit business and we did not regard that as 
responsibility. We further suggested, that being the case, that they better form 
themselves into a body to see on what basis they could organize a rapid transit 
service themselves with all the municipalities. We got agreement in principle: 
They agreed with us that the rapid transit system was the right solution. They 
also agreed that they had a responsibility in respect of it and that there should 
be a contribution made on some formula basis by each municipality concerned. 
They have formed their own committee. All we are doing is giving them advice. 
They have hired consultants who are now busily looking into the situation w 
the recognition that by 1966 there will be a real problem because we will not : 
be able to get people out on that line and therefore they will have to get i ‘it 
done within the next two years or there will be real trouble. 3 


Mr. Rock: You are just referring to the northern line? 


Mr. Gorpon: I am referring to the line right through to the central station, 
up the northern line going through St. Eustache, and so forth. We have t 
them also that if they get this rapid transit service properly organized they 
count on us to make a fair disposal of our tunnel. In other words, we are p 
pared to turn over to them the access line for a rapid transit service, so the} 
are working with that assurance. “y 


Pa 


ee 


(Translation) 

The CHAIRMAN: Mr. Beaulé. a 

Mr. Beauté: My question. I was looking over the timetable with Mr 
Demcoe and there is a train between Quebec and Chicoutimi, number - 
which operates on a time-table. In winter it is not good enough for the p 
sengers since it is subject to tremendous delays due to the weather. I wo 
ask Mr. Gordon if it is possible to replace that train, in winter, with a diesel” 
locomotive or passenger-cars? ff 


(Text) > | 


Mr. Gordon: That was part of the question asked before on whetieas or 
not the rail liner could be replaced in the winter time. I have not heard t i . 


been long delays in regard to the rail liner in the winter time? I have in 
heard of it. ae 


Mr. DemcoE: Neither have I heard of any difficulties there. 


Mr. Gorpon: I will make inquiries. You say there are bad delays in 
winter time? ; 
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Fext) 
_ Mr. Gorpon: Mind you, with the kind of weather you sometimes produce 
here, I would be inclined to think the regular passenger train might also be 
d elayed under certain circumstances. 

-_ The CHAIRMAN: Are we agreed on passenger eee 

- We now go on to hotels. 

‘a Mr. Luoyp: On the question of hotels, Mr. Gordon, I believe you have 
available the net results of the group of hotels which shows an over-all net 
loss of $23,833, which appears on page 11 of the report. Could you give me the 
details of the iesces and gains in this eee 


“Mr. Luoyp: Is there any Ca euciior reason for the change with respect to 
the Nova Scotian? There is there a net change of $203,000 as compared with 
the year before. 


Mr. Gorpon: The most obvious reason is that there was a net decline in 


yer cent in 1962. 
_ Mr. Luoyp: That is about three per cent difference in occupancy? 
Mr. Gorpon: No, actually it is 4.8 per cent down. 

Mr. Lioyp: To come next to the Chateau Laurier, for example, you have 
there a loss of $206,425 as compared with 1962. That is a difference of $60,000. 
Is this owing solely to a decline in room occupancy or is it owing to some other 
- factor? 

he. _ Mr. Gorpvon: The Chateau Laurier is of course undergoing quite a rehabili- 
) tation process, and under our accounting system, certain of these expenses were 
charged to operating expenses. 

_ Mr. Luoyp: Was there a decline in the occupancy of the Chateau? 

Mr. Gorpon: The occupancy rate at the Chateau in 1963 was 60.4 per cent, 
aa | in 1962 it was 60.9 per cent, practically the same. There were major repairs 
to the Chateau totalling about $85, 720 and these were charged to current opera- 
tions. We show it in the annual report where we show major repairs to build- 
‘ings in the amount of $354,947, of which the amount of $85,700 was chargeable 
to the Chateau Laurier. 

Mr. Lioyp: You follow the generally accepted practice of capitalizing © 
Tehabilitation expenses if calculated, and they have a benefit over a period of 
years, or do you have some rule to ‘write off alterations? 

Mr. Gorpon: Will you give him the accounting procedure? 
|. Mr. TooLe: We capitalize all normal additions to the property, but where 
| the work is classified as repairs, it is naturally charged to current operations. 
14 _ Mr. Luoyp: You have major repairs to buildings in 1963 as a separate item 
Ht in your report in the sum of $354,947. But that figure is not included in it? 

Mr. TooLE: Yes, it is in the figure which I read out. 
Mr. Luoyp: They are distributed to each of these? 


_ Mr. Tooue: Yes, and we included the Nova Scotian. The sum of $186, 796 
1 that figure belongs to the Nova Scotian. 


hide summated? 
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Mr. Luoyp: You say there “were - $186, 796 of ‘major 7 pairs‘ 
Mr. ToouE: Yes. i | Y | “ 
Mr. Luoyp: What would be the bya Giae ‘of the eh toms SOE repair \ 
you have written off in that year? a a 
Mr. Gorpon: Well, in that there is the whole business of the ex epee 1S. 
When we made an extension to the Nova Scotian we found that when we gC ot 
to the inside of the building, we discovered that in the old wing the electrical 
wiring and plumbing was in very bad condition. After we finished the extension 
of the hotel, we tackled the job of modernizing the old work, and that is the 
sort of thing that goes into the $186,796. Mg 
Mr. Luoyp: That modernization would be expected to last for some time, 
would it not? 
Mr. GorDON: Oh yes, I think it should last for 25 to 30 years, I would hope. 
Mr. Luoyp: So as far as I can see unless yo uhave some other major repair 
items not yet done, you are in a profit position with respect to the Nova Scotiar le 
Mr. Gorpon: I would hope so, yes. We have had special difficulty also in 
the Nova Scotian with regard to the exterior wall of the old original building 
from which we have never been able to keep out water. It is a cumulation of 
circumstances; we have not solved with any kind of insulation the problem of 
water going right through the stone. High winds and the effect of salt spray, 
or whatever it might be that you have there, have definitely over the years 
seeped through the walls of the building. In certain kinds of storms we have 
had water pour into the old building and we have not been able to lick the 
problem yet. ee 
Mr. Luoyp: There was a change of liquor law in Nova Scotia to permit 
cocktail lounges and the like, and you constructed one in the Nova Sco 
which is called the ‘Chart Room”. 
Mr. GORDON: Yes. : 
Mr. Luoyp: That would be capitalized or written off as a major alteration? 
Mr. Gorpon: How was that done? : 
Mr. Lioyp: If it is too far back for you to recall, very well. 
Mr. TOOLE: _ Most of it would likely be an extension. There would be s 


ment with the ‘cite of Halifax expives in this case? 
Mr. VAUGHAN: It expires in 1966, I believe. 


Mr. Luioyp: Merely to straighten out the question which arose the oth er 
_ day when Mr. Vaughan informed the committee that the reason there was an 
agreement in Halifax was that legislation existed whereby a tax exemption 
was possible for a competing hotel, the Lord Nelson. For the sake of the record 
_ I think we should straighten it out, and say that the Lord Nelson hotel agr 
ment was never consummated because it failed to comply with very string 
conditions. Subsequently, when the operators of the Lord Nelson—who. we 
new operators—undertook a new plan, they sought a tax agreement, but we 
only successful in obtaining a very modified assessment. I merely want to pot 
out, as Mr. Vaughan has suggested, because it existed, the Nova Scotian he 
had the right to seek equivalent treatment. That is fair enough. This 
me to my next question. If this is a valid construction of events, woul 
railway consider renegotiation now of their tax liability to the city of He 
in view of the fact that the Lord Nelson hotel agreement was never 


Mr. Luoyp: I do not think that is quite right, because subsequently there 


) into it. I am satisfied that in 1966, with this information, you will have an 
teresting negotiation with the city of Halifax in accordance with what you 
eviously advised us to do. 


npression. I thought your question to me was when the agreement with the 
y of Halifax expired, and I said 1966. That is correct. However there is 


. Ltoyp: The present agreement ends in 1966. 


Mr. VaucHan: The general agreement outside the hotel property expires 
n 1966. But the agreement relating to the hotel itself goes to 1971. 


_ Mr. Lioyp: You say 1961 and 1971. 
Mr. VAUGHAN: Yes. 
_ Mr. Lioyp: Thank you. Now, Mr. Gordon, _the Charlottetown hotel had 


. : Mr. Gorvon: We did some alterations to it, yes. 


Mr. Luoyp: Could you give me some idea of what the amount of these 
iterations was? 


_ Mr. Gorpon: Yes. 
Mr. Lioyp: While Mr. Gordon is looking up his figures may I point out I 


The CHAIRMAN: Yes. 


Mr. Luoyp: So if we talk on the side, would they pick up such unrecorded 
information as well? 

The CHAIRMAN: I would not know. 

4 Mr. HorNER (Acadia): I hope that my remarks are not being carried 
i. 

oes _ The CHarRMAN: I understand that it is only when the operator opens 


} Mr. tan The amount set for 1963 was $37,202. 


_ Mr. Gorpon: Yes. 
{ ‘Mr. Luoyp: Was it sold subsequent to this fiscal period? 


d Mr. Gorpon: Yes, the actual sale has been announced. Actually the negotia- 
ns have not been completed because the date of delivery in respect of pose 


as another hotel, and a 100-room mote! built downtown. I do not want to 


_ Mr. Vaucuawn: I want to clarify something. I do not want to leave a wrong 


Mr. LuoypD: The Charlottetown hotel was sold in the meantime, was it not? : 


t AS oe, A Ni 
re im 3 

al on Di 
i 7 , 


c Set ant ee a Sn ece iS Aaa eee 
Z = hie SASL SA Seruer coe ae a : 
ec asi on : ae a * Ph or 
256 STANDING ‘COMMITTEE — 0°). a 
" = 2 ~ e - re - ~“ fi is od cae 7 
Sey AS eerste rans = fe aS 
Mr. Gorpon: No, we did not. Nis th SS Sp eee 


Mr. Lioyp: Did you call for proposals? 
Mr. Gorpon: No, we did not. 
Mr. Lioyp: Were you approached by some ecaee purchaser?= 


Mr. Gorpon: Yes, I think I can give you the history of it very b iefiy y. 
It arose out of this situation: some years ago we were approached by t 
premier of Prince Edward Island with the request, having in mind the centen 
nial celebrations that were being planned for, that we should enlarge th 
Charlottetown hotel particularly in regard to the meeting space accomm o- 
dation. We looked into it very carefully and found that the cost for such an 
enlargement of the public room accommodations was such that we simply 
could not justify it in any way, and that the hotel could not carry it. We then 
informed the premier we could not economically justify it in spite of the 
interest in respect of it having to do with the centennial. He naturally wa 
very disappointed in that respect and there the matter stood. 


However, last year I guess it was, we were then approached and asken 
if we would meet a prospective buyer, who was introduced to us by 
government. 

Mr. Lioyp: He was introduced to you by whom? 

Mr. Gorpon: He was introduced to us by the government. 

Mr. Lioyp: Are you referring to the government of Nova Scotia? 
. Gorpon: I am referring to the government of Prince Edward Isla: 
Mr. Luoyp: Yes, the government of Prince Edward Island. I am sor 


Mr. Gorpon: One of the cabinet ministers asked us if he could come . 
talk to us with a prospective buyer, and was the hotel for sale? My reply was 
that the hotel was not on the auction block, so to speak, but we would be 
willing to talk to any person who had a sound reason in connection with t 
purchase and would be able to discuss price with us. That brought about a meets 
ing with a representative on behalf of the Island Development Compan 
Limited. The Island Development Company Limited, we were informed agai 
by the government, had the support of the government for the purposes ¢ 
studying plans and participating in Prince Edward Island development. | 
other words, this company is a privately financed company and does a 
receive any subsidy from the Prince Edward Island government. We ve 
informed that this company had the blessing of the government, having 1 i 
mind that they were going to engage very specially in the development of © 
tourist industry from the mainland and in anything connected with it = 
therefore, they would be most happy if we could reach an accommodation wit 
them. That then started discussions that continued for a considerable pe 
of time. 


Mr. Luoyp: There were no competitors called in to discuss this proper J 


Mr. Gorpon: When the information began to leak, as this sort of thing 
does, we did have a man communicate with us, a very short time ago, asking 
if we would be prepared to accept a bid. By that time we were far enough 
ahead with our discussions that we said no. F: 


Mr. Lioyp: I suppose in respect of the hotel business there are a - 
many customers around anyway? : 


Mr. Gorpon: That is right. As a matter of fact, I do not mind saying 
that some years ago I had a very competent person in the hotel business 50] 
at the Charlottetown hotel and I tried to interest him in it. His reply, atte 
he had examined it, was that he would not take it over for one dollar b 

if we were prepared to give it to him and perhaps pay him for running it : 
would be interested. 


: 
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- Mr. Lioyp: At no time in this case did you test the market to see whether 
there were competitive bidders for the purchase of this hotel? 


:. Mr. Gordon: Not so far as I know. 
_ Mr. Luoyp: How do you go about selling a hotel? 


= Mr. GorDON: We do this by asking various people in the hotel business 
_ whether or not they are interested. 


o. Mr. Luoyp: In other words you have a selected group of potential buyers 
~whom you advise and ask to make an offer? 


i Mr. GorDON: There was no interest expressed at all. 

_ Mr. Lioyp: Let us now move right across the country to the hotel Van- 
gE couver. I believe this hotel is now managed under an arrangement with the 
- Hilton hotel system? 

Mr. GORDON: Yes. 

Mr. Lioyp: It is operated under a management agreement; is that right? 
Mr. GORDON: Yes. 

Mr. Luoyp: In that particular case did you make any effort to dispose of 
_ the hotel? 


Mr. Gorpon: No. The situation there again involved a different story. First 
of all the hotel was built in 19— what was the date? 


Mr. VAUGHAN: It was completed in 1939. 


Mr. GorpDon: Construction started on this new Vancouver hotel in the 
1930's and because of the depression it stopped half way completed. For some 
"years the hotel just stood there half finished. Then there was a discussion 
between management of the Canadian Pacific and Canadian National of the 
| day and by agreement the C.P.R. agreed to close their old Hotel Vancouver 
» which they had in Vancouver. They agreed to close that hotel and come into 
joint account with the Canadian National. There was a joint agreement made 
in respect of the operation of that hotel. I never thought that agreement was 
: a very good one. It was a very one-sided agreement, in my opinion. For a 
: “number of years I tried to get the C.P.R. to recognize that agreement as being 
unfair. For example, any capital funds, that were required for the improvement 
b of the hotel or rehabilitation of the hotel were, under the agreement, a charge 
- to the Canadian National Railways only, but the operations of the hotel were 
| divided between the two companies. Therefore we were being stuck for all 
capital improvements and only received half of the advantages from them. We 
» commenced then to cut down on our capital improvements. For a period of 
} years the hotel went downhill in the matter of maintenance and general ap- 
pearance. Finally, after quite a number of years, the Canadian Pacific Rail- 
| Way and ourselves reached an agreement, that either we would buy out their 
| interest or they would buy out ours. We agreed then to exchange notes in 
I -Tespect of what we were willing to pay them and what they were willing to 
_ pay us. As a result of these negotiations we bought out their interest. 

} Mr. LLtoyp: You now own the hotel? 


a Mr. GORDON: We now own that hotel completely. It is completely owned by 
| the Canadian National Railways. When we accomplished that situation we then 
began to consider the best way of conducting the rehabilitation of the hotel, 
and the best type of management we could obtain. In light of our experience 
With the Hilton interests in Montreal, and after they approached us, we decided 
| that we would enlarge our agreement with them to include the management 
| of the Hotel Vancouver. 

: Mr. Luioyp: You did not invite proposals from other hotel management 
companies? 
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made, for example, that would give us anything like the world wide 
that the Hilton organization could. We had experience with their managemen 
and we were satisfied. We decided that was the sensible thing to do. T 

arrangement gives us access to what they call a referred basis in respect of the 
world wide chain Hilton group. Their world wide affiliation could not. 
matched by any chain in the world. That was the reason for our decision. © 


Mr. Luoyp: Under this agreement you do have to maintain the buildi 
Mr. GorDoN: Yes. ts 
Mr. Litoyp: You are responsible for any reasonable capital alterations that 
may be initiated from time to time? is 
Mr. Gorpon: That is right. 
Mr. Litoyp: You provide the capital? 
Mr. Gorpon: That is right. , 
Mr. Luoyp: I presume because this is a lease operation likely they } 
the local taxes in full in Vancouver? 
Mr. Gorpon: Yes, I imagine that is true. a 
Mr. Liovp: Is this a long term lease, or a short term management lea: 


Mr. Gorpon: That fact is not quite settled. We fitted our arrangements 
with a lease on the same terms we had in respect of the Queen Elizabeth Ho 
This involves a management agreement which covers 15 years from the date 
we started, which was when, 1957? ae 


Mr. VAUGHAN: 1958. 


Mr. Gorpon: It commenced in 1957 or 1958, The two situations 
synchronized at the moment, but we may extend that lease agreement, cov r 


c 


Mr. Luoyp: Is there any negotiations for the sale of the Chateau Laut 
taking place at the present time? 2 


Mr. Gorpon: Are you referring to a negotiation for the sale of that hi 
at the present time? ’ 


Mr. Luoyp: Yes. 
Mr. Gorpon: No, sir. 


Mr. Luoyp: Under the agreement for sale you made in respect of t 
Charlottetown Hotel will you recover your net depreciated cost, or do yc 


expect to do even better than that? z 
| Mr. GorDON: Yes, we think we will recover our net depreciated cost. 3 
Mr. Luoyp: You expect to recover your net costs? . 
Mr. GORDON: We think we will recover those costs. ae 
Mr. Luoyp: You expect to recover your original historic cost less depre 


= 


Mr. GorDON: We expect to recover those costs less depreciation, yes. — Kk 
‘Mr. Lioyp: Have you sold any other hotels? 


Mr. Gorpon: Yes, we have sold a number of hotels I think some y' 


Mr. Luoyp: Thank you, Mr. Gordon. 
Mr. Gorpon: Thank you. 


Mr. HorNER (Acadia): I should like to direct one or two questions tC 
ag 
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™ Pe he ¢ premier ot Prince Edward island said in his public statement, 
mong other things; 


Thus the decision taken by C.N.R. to. accept an offer from IDC is fully — 
understood and appreciated by us. 


Mr. Luioyp: I have one final question. Do you have any capital invest- 
ment in the Hilton operation? 


Mr. Gorpon: In their own operations, you mean? 


Mr. Luoyp: Yes. In Vancouver, for example, did you provide any capital 
n any way for that operation? 


; Mr. GorDon: Well, we did in the sense you are talking about, the punitive? 
we did not provide them with working capital. 


Mr. Luoyp: You provided no other capital other than the facility which 


M. Gorpon: That is right. They provided their own capital. 
Mr. Lioyp: But, you keep it in shape for their occupancy? 
Mr. GORDON: Yes. 

Mr. Prittre: And, you pay for renovations? 

Mr. GORDON: Yes. 


Mr. HorNnER (Acadia): In regard to the Vancouver operation I presume 
getting back real good interest on your investment? 


Mr. GorpDon: Yes. 


Mr. Horner (Acadia): You are borrowing money from the government 
nd are getting back a good interest rate on your investment out there? 


. GORDON: You see, in the agreement, in figuring out the net profit we 


Mr. Host (Acadia): But, if it is leased how does it operate at a loss? 
Mr. Gorpon: A loss to us? 
Mr. HORNER (Acadia): Yes, and I am referring to the Vancouver hotel. 


: Mr. Horner (Acadia): In other words, your agreement is a percentage of 
1e profits? 

_ Mr. Gorpon: Of the net profit, yes. 

_ Mr. Horner (Acadia): It is not any guarantee at all. 

Mr. Gorvon: No; it is a percentage of the net profit. 


_ Mr. Horner (Acadia): In other words, you have given it to them to operate 
ith no capital outlay on their part? 


Mr. Gordon: Except the working capital. 
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Mr. HorRNER cAeaenay: Except the Sontag capital? | 
Mr. Gorpon: Yes. Hilton does this sort of thing all over the eorleh 
‘know, and we have the best agreement with them that they have given 
anyone in the world. In other words, our percentage split higher. a 
Mr. Horner (Acadia): You are not concerned with Walter Gordon si 
anxieties over American take overs or anything like that? Me 
Mr. Gorvon: I do not think this has a bearing on this case. We have madd 
an agreement with a worth-while company that is to our advantage, yes. Mind 
you, Hilton of Canada is running this hotel. There is a Canadian company which 
is called Hilton of Canada Limited, and it was formed for the purpose of 
handling their Canadian operations, and we are doing business with them. We 
have made a lot of stipulations, one of which is that 95 per cent of the em- 
ployees must be Canadians. : 
Mr. Horner (Acadia): Well, the same applies with the oil industry e 7 
Alberta; 95 per cent of the people employed in that industry are Canadians. 
Mr. Gorpon: But, is it guaranteed that they will be? 
Mr. Horner (Acadia): No, but it is, in fact the case. 67 per cent of the ; 
oil industry is owned by Arhericans: This is what we are told. be. 
Mr. Rock: But they do not own the hotel. a 
Mr. HornER (Acadia): No, but they have the use of it, and it is a Canadian 
government enterprise. a 
Mr. Gorpon: And, we get a split on their profits on a basis that we specity 
We are getting more out of the hotel than we could get ourselves. 
Mr. Horner (Acadia): Have any of these other hotels which have been 
losing money been offered to Hilton? 4 
Mr. Gorpon: No. é 4 
Mr. HorNER (Acadia): For example, has the Chateau Laurier been offered 
to Hilton? 
Mr. Gorpon: No. I have thought about it but I think we had better be a 
little careful yet until we see what the atmosphere is. 
Mr. Horner (Acadia): The Chateau Laurier in Ottawa noe been a con 
tinual loser. Am I right in this connection? a 
Mr. Gorpon: No, not a continual loser. 4 
Mr. Horner (Acadia): Not a continual loser but a parental loser. 
Mr. Gorpon: I will have to look that up. 
Mr. Horner (Acadia): I am basing my question on a remark you made 
a previous committee some years ago. a q 
Mr. Gorpon: Did I say that about the Chateau? 4 
Mr. Horner (Acadia): Yes. ae 
Mr. Gorpon: Well, if I said it I must have been right. I am hesitating r now 
because I have not the figures before me. There were years we made a profit, 
Mr. HornER (Acadia): I am not stating there were not any years that - you 
did not make a profit; I am saying that most years you did not make a profit. — 
Mr. Gorpon: Yes. Here it is now. I have a table here which shows that the 
Chateau Laurier lost money in 1962, 1961 and 1960 and it made money in 1959. 
It shows a profit in 1959 of $77,443, and I put that on the record in 1964. 
Mr. Horner (Acadia): One out of four years. This is good enough. Th 1s 
bears out what I was thinking, that most times it loses money. 
Mr. GorRDON: Yes. 
_Mr. Horner (Acadia): Well, you have not given any consideration to t 
ing it over to Hilton of Canada? 
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Mr. GORDON: ‘Yes, I have given very positive consideration to it but I have 
decided that for phychological reasons it probably is not psychologically advis- 


2, 


able at this particular time. 


; Mr. HORNER (Acadia) : You say that for psychological reasons you have 
decided that it probably is not psychologically advisable at this particular time. 
Could you enlarge on that? 

Mr. FISHER: Now, he does not need to do that. 

_ Mr. Gorpon: I think it is pretty clear. 


Mr. HorNER (Acadia): Certainly, this is pretty obvious to me but I want 
on the record why Hilton cannot take over the Chateau Laurier right here 
below capital hill but they can 2,000 or 3,000 miles away in Vancouver. If these 
Bearo takeovers were possible do you agree that it would be vastly different? 
. Mr. Gorpon: The circumstances in Vancouver lent themselves to making 
<a deal with Hilton. You were here when I was describing our situation with the. 
aC. P.R. We had a very unsatisfactory agreement with them. We managed to get 
| out of it and the situation was ripe for making an agreement for the rehabilita- 
tion of the hotel and obtaining new management. Also the Vancouver location 
vais particularly suitable for Hilton operations in association with their world 
) wide affiliation. Hilton was much more interested in a Vancouver deal than an 
Ottawa deal because the same appeal is not here. 


ie Mr. Horner (Acadia): But the psychological atmosphere would be alto- 
: gether different in respect of the two points. 


ee _Mr. Gorpon: And, also the business atmosphere. 


_ Mr. Horner (Acadia): I did not ask about the business atmosphere but 
_ the psychological atmosphere; it would be altogether different in the two places. 
ty Mr. Gorpon: I do not mind saying and putting on the record, if you want 
that, that I would predict if we made a deal with Hilton on the Ghateas Laurier 
_ there would be a terrific explosion of public opinion against it. 

| Mr. Horner (Acadia): I do not mind agreeing with that either. 


_ Mr. Gorvon: I am sure of it. We have to decide whether or not the benefit 
“that would accrue is worth that kind of public explosion, and at this minute I 
| do not think it is. 


aoe Mr. Horner (Acadia): Let us get farther away from the parliament build- 
| ings in respect of the Hilton operation. You lost money on the Bessborough in 
Saskatoon, did you not, and you lost money in most years with regard to 
_ that hotel. 


|. Mr. Gorpon: Yes. There is one other point about Vancouver, and it is this: 
when we made the agreement with Hilton in respect of the Queen Elizabeth 
hotel one of the features was that Hilton agreed that they would not open a 
Hilton hotel at any place where we had a hotel. They agreed not to compete 
| with us with the exception of Vancouver, and they reserved that out. So, we 
| Were faced with a further condition in Vancouver, that it was not at all un- 
| likely that Hilton would have built the hotel in Nae in any event, and 
‘we considered it was in our joint interest to join forces rather than be com- 
petitive in Vancouver. 

Mr. Horner (Acadia): In other words, you do not believe in competition? 
Mr. GorDon: Yes? 

Mr. Horner (Acadia): Monopolies are good things. 


_ Mr. Gorpon: But, when we had a close association with Hilton we thought 
it made more sense to join forces rather than become competitive in that area. 


i Mr. Horner (Acadia): Going back to the Bessborough in Saskatoon; that 
41s another hotel which has lost money during most years. 
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Mr. Horner (Acadia): Have you made any overtures or been thin 
giving this over to Hilton? ce al me Ct cave Sa arc ae 
Mr. Gorpon: Two or three years ago Hilton made a thorough analysis 
each one of our hotels for our purposes. We used them in that capacity a 
consultant, and asked them, as such, to review each one of our hotels 
wanted them to do two things. We wanted them to advise us firstly of t 
recommendations on how the hotels might be improved and, secondly, in w: 
hotels they would be interested. They specifically said in that report they ws 
not be interested in the Bessborough hotel because they could not see how 


could be made a profitable operation. 
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conditions? . 
Mr. Gorpon: No. The competition in Saskatoon has grown tremendo 

and you now have in Saskatoon a whole section of motels of a character 
has really cut out the heart of the hotel business. There is a great big m 
right across from the Bessborough hotel. 
Mr. Horner (Acadia): This is true all across Canada. The motels — 
growing up. Mee 
Mr. Gorpon: No, not as directly as we have found it in Saskatoon. Bes 
which, the Bessborough cannot stand competition; the market was not : 
quate in any event for the Bessborough, and when the motel came in it hu 
the Bessborough much more than it would have hurt an hotel in a larger « i 
Mr. Horner (Acadia): In some trends shown in this annual report 
want to become more like Canadian Pacific but in other trends you are. 
 fident that you would like to go the other way. or 
Mr. Gorpon: It does not necessarily follow as a matter of fact that, beca 

we want to follow along certain economic and management principles, — 
necessarily want to be the same as Canadian Pacific. om 
Mr. Horner (Acadia): On the one hand when it suits your argument 
want to be on the same lines and in another case you want to discard those | 


a 


us dispose of all our hotels. I do not see why railways should be in the f 
business. I think the day for that has gone. 
Mr. Horner (Acadia): No more than in the trucking business! 
: Mr. GorDon: We are preserving our position in the hotel business to 
best of our ability, but those hotels were built in an era when it was consid 
smart to have them in order to encourage train business. 
Mr. Horner (Acadia): Is this true of the Queen Elizabeth hote 
Montreal? © Ae 
Mr. Gorpon: I do not believe the Queen Elizabeth hotel’s success is pre 
dicated much on passenger business. Their success has been largely be al 
they have provided facilities for large conventions and they have produ ( 
new atmosphere, a new environment, for hotels generally. That is the : 
of their success; it does not have much to do with passenger business. — 
Mr. Horner (Acadia): And it would have very little to do with Hilt 
Mr. GorDON: Very little to do with Hilton? Y 
Mr. HornER (Acadia): Yes. Be 
- Mr. Gorpon: I would say it had about 100 per cent to do with Hilton. 
Lee aed ‘Mr. Horner (Acadia): In other words, you do not believe any other 
_ group could manage it? ay 
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Mr. Gorpon: I do not believe any other hotel operator sould have 
made the same success of this hotel as Hilton has made, and any other hotel 
_ person would agree with that statement. 


Mr. HORNER (Acadia): Along the same kind of theory would you say, 
then, that you feel that the Canadian government should look to the United 


_ States for someone to take over your job? 
Y Mr. Gorpon: I do not think I should answer that. 
| Mr. HORNER (Acadia): But it is on the same theory. 
Mr. GorDON: This is completely wrong. I have tried to explain that one 
of the reasons for the Hilton success is that they are in the unique position 
of being the only people having a world wide chain of hotels of such a char- 
acter that they are able to refer to us, as one of the links in the chain, a great 
deal of business that would not otherwise come to us. For example, the success 
of the Queen Elizabeth hotel to quite an extent is based upon their ability to 
attract conventions. If we tried to attract conventions we would have to set up 
‘convention offices in most of the large United States cities before we would 
even get a sniff of them. Furthermore, in the convention business and par- 
ticularly in the large convention business they will be signed up for ten, 
twelve and fifteen years ahead, and Hilton’s success is that he is able to offer 
them a variety of places around the world; and Montreal, as a link in the 
chain, becomes attractive to the big convention on a basis that we, as an 
independent operator, would never be able to accomplish. They have a unique 
type of organization and a unique way of doing business that has been 
“responsible, as I say, for the success in the Queen Elizabeth hotel. 


Mr. Rock: Agreed. 


Mr. HORNER (Acadia): I do not agree. However, in regard to the Fort 
Garry hotel in Winnipeg, is this another one that has lost money in these years? 


Mr. Gordon: It has lost money. This four-year analysis shows that the 
Fort Garry hotel lost money in 1962 and 1961 and 1960, and it made money in 
1959. The same record, apparently— 

___ Mr. Horner (Acadia): In the average year it, too, has lost money. Has 
there been any overture from effective buyers for buying any one of these 
hotels? 

_ Mr. Gorpvon: No. 

Mr. Horner (Acadia): And Hilton has turned thumbs down with regard 
to all these hotels? 


Mr. Gorpon: No. 
Mr. HORNER (Acadia): I gathered this from your remark. 


Mr. Gorpon: No, my remark was in connection with the Bessborough. I 
‘Said the Bessborough is one they would not take over, and another they would 
hot take at any price was the Charlottetown. I cannot remember what they 
‘Said about the Fort Garry; I am inclined to think they said they were inter- 
€sted in the Fort Garry but that it would need a lot of change and construction 
| and so forth. Right now we are engaged in a considerable program for the 
Fort Garry. 


Mr. Horner (Acadia): In the Vancouver hotel you have to do all the main- 
tenance and repair work with your lease with Hilton? 
} Mr. GorDon: No, the maintenance work would be a charge to the operating 
expenses which Hilton would absorb in the accounting before they came to a 
division of the net profit. 


Mr. Horner (Acadia): But the repair work? 
211747 


e * 


264 : ‘STANDING comm TTEE ase ‘ My 
Mr. Gorpon: It Hepende ane is capital ane ee is : Spartina, Oe ey you 
get the hotel accounting formula. If it is a capital expense, we put up t 
money and the interest on our outlay is, of course, a charge to the amoun 
profit that we get. But they charge to operating expenses all the maintenance a 
charges as operating costs, and that is taken care of before the amount availabl e 
for division of the net profit is arrived at. a 
Mr. Horner (Acadia): Then it is logical to assume in a sense that if you , 
have capital costs you would also be charged the taxes? Or who pays the 
taxes? } 
Mr. Gorpon: The taxes are regarded as an operating cost. 
Mr. Horner (Acadia): They are regarded as operational costs? 
Mr. GORDON: Yes. 
Mr. Horner (Acadia): And in this case Hilton would be paying them out 
of the hotel Vancouver? 4 
Mr. Gorpon: That is right. a 
Mr. Horner (Acadia): Can you give the committee any idea—perhaps 1 we 
could gather it from your report here with regard to the Vancouver hotel— 
of your revenue with regard to the Queen Elizabeth hotel, the direct reven ue 
from Hilton and then your own operating costs in that particular ote in 
regard to capital maintenance? 
Mr. Gorpon: The figure for the Queen Elizabeth is shown here. 
Mr. HorNneER (Acadia): This is your net profit? 
Mr. Gorpon: This is the net, yes. | 
Mr. Horner (Acadia): You have not the gross revenue which you 
received? 
Mr. Gorpon: That is not our revenue. We do not receive any of the gross 
revenue. That goes into Hilton’s hands and they make the charges against it and 
arrive at the net profit. 
Mr. Horner (Acadia): I was talking about your gross revenue fr 
Hilton of Canada. I can understand it is just a shade better than the 
income. 
Mr. Gorpon: Well, yes; the only charge we would have against that wo 
be our own interest costs, would it not? 
Mr. Toor: Our depreciation and amortization. 
Mr. Gorpon: Yes, our depreciation and amortization of equipment. 
Mr. Horner (Acadia): The Jasper hotel was one which has been reason 1- 
ably successful at operating at a profit over recent years. 4 
Mr. Gorpon: No, recently we have been doing better but there ha : 
been years when we have had substantial losses. 
Mr. Horner (Acadia): Yes, but recently they have been domme sub 
stantially well. Have there been renovations to it recently? a. 
Mr. Gorpon: Yes, very substantial. You must remember it was built back 
in 1923 and quite a number of the cabins have reached a state where tl 
had to be replaced. You may remember also that we-had a very disastr 
fire in Jasper some years ago. aa 
Mr. RHEAUME: Mr. Gordon, the extent of my comment on this whol 


ut 
ot 
Ria) 


a 


because I cannot for the life of me see where else in can make it and I want 
to comment on it. It relates to the Chateau Laurier and in particular 
inadequacy of the service in the bar. 


Mr. Gorpvon: Inadequacy? 


_ RAILWAYS, CANALS AND TELEGRAPH LINES 265 
i Mr. RHEAUME: The inadequacy, yes. I spend a lot of time tracking down 
_ good drink of sauce all over Canada, whenever I am around, and I want to 
ggest to you that the service in the Chateau Laurier hotel lounge is the worst 
n Canada. As I say, as a time killer and for other reasons I make a point of 
oing into bars in Canada, and I am wondering—and this is not only my own 
pinion because I discussed it with quite a few other people—whether there is 
ome peculiar problem in relation to this bar in the nation’s capital, or has this 
ver been drawn to your attention before? 


_ Mr. Gorpon: I have never heard this particular comment but I will most 

‘certainly take it up with the manager. We have been doing a lot of rehabilita- 
tion of the hotel and that may have caused some difficulties in regard to the 
service in recent times. 
e Mr. RHEAUME: I am saying this because I suggest to you that no matter 
what time of the day it is, whether at the very busy cocktail hour or in the 
iddle of the afternoon—just to get a little straightener—it is just impossible 
) get service in that bar. 


R Mr. FISHER: For the record let me say I have never had a complaint about 
the Chateau Laurier. 
Mr. RHEAUME: Mr. Fisher has had another experience—I am registering 


ie Mr. Gorpon: Of course, I have no personal experience of this at all, but I 
suppose I would not be the sort of average person—that would not be recognized. 
My point is this: certainly recently there may have been trouble by reason of 
the fact that we are under extreme difficulty in regard to the renovation pro- 
am which we have in the Chateau Laurier. That will pass by. We have 
cently remodelled the cafeteria, and it is very successful. We have had a lot 
letters from people complimenting us on what we have done there. I am 
Sappointed to hear your comment, but I will take it up with the manager and 


f 


id out what the trouble is. 


ba Mr. RHEAUME: I am not making my comment facetiously. It is important 
n the largest hotel of the nation’s capital, where people spend a lot of time, to 
ve a good meeting place. 


ee Mr. Gorpon: As part of our rehabilitation program we have a very definite 
lange being provided for the bar. There is going to be a more convenient 


cess to it, and generally speaking it is going to be kept up on the basis that 


Mr. RHEAUME: This will not be easy. 


_ Mr. Gorvon: Increase your number of visits so you will reach a condition 
yhere everything will just look wonderful. 

py Mr. PriTTIE: Mr. Gordon, I think it is fair to draw the conclusion from 
our remarks that if Hilton were willing you would have them manage all 
ur hotels. 

Mr. Gorpon: I do not want to commit myself on that, that would be an 
iscreet comment, but I do say this, that if Hilton were willing, in regard to 
tain of the hotels, it would probably be to our advantage. However, there 
a psychological factor that we must take into account. I do not believe it 
‘ould be wise for us to face the situation of turning all our hotels over to the 
lanagement of Hilton. 

_ Mr. Prirtiz: To comment on that, I do not consider a management contract 
takeover in the sense of a Canadian industry or firm being bought out by 
a American firm. The public needs to get used to the Chateau Laurier under 
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make convention arrangements across the United States. Is there any other 
reason? Are their management techniques more efficient than your own, quite 
apart from this ability to bring in the convention business? E 
Mr. Gorpon: Yes, that is a fair enough statement. If I remember the figures, 
well over 50 per cent of the revenue comes from these large conventions. Hilton | 
have been very successful in their original ideas of service, catering to the 
needs of the public on the basis where people just like going there. They have 
also, for instance, through their connections been able to bring to the night 
club atmosphere of the main room, the Bonaventure, shows that Montreal would 
never otherwise have. They have come here because of the Hilton name. The y 
are often tested out in Montreal on the basis that if they succeed in the 
Bonaventure Room in Montreal they know they have a good chance of being 
used in other places around the world. That means we get types of entertainers 
and types of shows that Montreal has never seen before. They just did not 
come here. So that there is a Hilton touch that explains why they are the most: 
successful hotel operators in the world. They do not get that way just because 
they are big. They are admittedly recognized as the most successful hotel 
operators in the world—they are the byword in the industry. 4 
Mr. Prrrrie: I have another question about the Hotel Vancouver. I believe 
some of the unions got in touch with some of the members about pass privileges 
that some of the senior employees enjoyed in the Hotel Vancouver, and they 
were afraid they would lose them once the Hilton management took over. 4 
Mr. Gorpon: There was a period when there was a good deal of talk and 
negotiation, but it has been straightened out. The arrangements that were neces- 
sary have been made. Mind you, you mentioned passes. They do not get passes, 
however. = 
Mr. PrittTie: The C.N.R. employees had this privilege. 
Mr. Gorpon: They lost it when the hotel went under the Hilton manage- 
ment. sg 
Mr. Prittiz: Did they lose any other seniority rights? q 
Mr. Gorpon: No, I think they were pretty well protected. However, it was 
an arrangement worked out with Hilton and the staff, and it has been satisfac- 
torily settled. 4q 
Mr. Rock: To my eyes, Mr. Gordon, you are not on trial here. a. 

Mr. Gorpon: Thank you. a 
Mr. Rock: I want to ask you a question concerning the system that you 
have in the Chateau Laurier hotel, that is the system of telephone booths in 
the lobby. I think it is the most expensive system in the whole of North America. 
You have to stand in line at a booth and ask the operator to get you the line, 
and she tells you what booth to go into. You then have to pay 20 cents. This is 
an ancient system. Do you have any future plan to change the system to the 
ordinary system used in telephone booths that are installed in any other hotel? 
Mr. Gorpon: I cannot be specific on this, but this is one of the many thi gs 

that are in the process of change at the hotel. There is going to be a very distin¢ 
change in the Chateau Laurier over the course of the next year or so which 
will appeal to the public, and this is one of them. 4 
Mr. Rock: You can understand my concern. There are many conventions 

in that hotel. Whenever they are in session, as soon as the people walk out you 
have a fast move towards telephone booths. These people have to stand in the 

lineup, pay 20 cents, the operator writes the number down on a card. All in 
it is a slow process of getting your telephone call through. a 
Mr. Gorpon: It sounds most inadequate and I will make sure it is changed. 


Ae. 
= 
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4 Mr. Tucker: I have a couple of questions, Mr. Chairman. First, I would 
_ like to ask how many hotels were owned and operated by the C. NR. for the 
ear ended December, 1963? 


: _ Mr. Gorpon: The Bessborough, Charlottetown, Chateau Laurier, Fort 
i “Garry, Jasper Park Lodge, McDonald, Newfoundland Hotel, Nova Scotian, and, 
-as I mentioned before, Queen Elizabeth operated under the management of 
Hilton, and the Vancouver now jointly operated. 


: Mr. TucKER: The Newfoundland hotel has made a profit of approximately 
$850, 000 in the five years of operation. 


Mr. GorDoN: Yes. The Newfoundland hotel has been showing the highest 
-foom occupancy of almost any other hotel. 


Mr. TucKER: Last year you mentioned that some thought and consideration 
were being given to extending the Newfoundland hotel. Have you yet arrived 
at a decision in this regard? 


Mr. GORDON: Yes, we are not going to extend the hotel. 

Mr. TUCKER: May I ask why? 

Mr. GorDoN: I wish you would not. Do you wish to press the question? 
Mr. TucKER: No, not particularly, no. 

Mr. GorDdon: Thank you. 


: Mr. TUCKER: Do I understand that 50 per ont of the profits from the hotel 
‘come from conventions? 


Mr. Gorpon: No. That was the case of the Queen Elizabeth Hotel in Mont- 
real. I happen to know that figure. 


Mr. TUCKER: You get credit for most of profits from the Queen Elizabeth? 
Mr. Gorpon: For their ability to attract large conventions, yes. 

im Mr. PascoE: Mr. Gordon has given most of the information in regard to the 
‘operation of the Bessborough. But I would like to ask a couple of questions. He 
said that the loss last year was $142,672. Was some of that as a result of renova- 
tions and refurnishing? 

Mr. Gorpon: Do you have the figures? 

Mr. VaucHan: No. There was nothing charged to the Bessborough for any 
‘Major repairs referred to in the report. 

Mr. PascoE: I find that when I go there without a reservation it is difficult 
to get a room. Could you tell me the room occupancy? 

Mr. GorDON: Yes, it is 44.4 per cent. You say you have had difficulty in 
'getting a room? 

| Mr. Pascoe: Without a reservation, once in awhile. 

Mr. Gorpon: Do you have a credit card? 

Mr. Pascor: No, I do not carry them. 

| Mr. Gorpon: It surprises me. I have never heard that. The record shows 
44.4 per cent occupancy. 

| Mr. Pascoe: The cafeteria is always very well patronized. Is it part of the 
hotel operation or is it something special? 

Mr. GorpDon: Yes, it is. The Bessborough is also under very definite study 
to see how we can improve our accommodations and make it more appealing to 
the general public particularly in regard to our dining room accommodation 
which is not satisfactory in terms of being able to handle a convention crowd. 
Tn other words, the Bessborough hotel is not equipped to handle conventions. 
Mr. PascoE: Are you anticipating a change? 
| Mr. Gorpon: We are trying to, but I do not know whether we will succeed, 
because from what I have seen, the hotel is built in such a way that it is an 
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absolute architectural headache to find any way to enlarge the public spaces 
do so would run into a terrible lot of money. Different architects have lo 
at it. You know the history and you know the general set-up. You would t 
it was built in such a way as to prevent it ever being enlarged. 


Mr. Pascoe: It is a nice looking hotel. 


Mr. Gorpon: Yes, it is, and if we could overcome that problem and prov 
larger space for meetings, we could, I believe, attract some conventions wh 
right now we cannot get there. | 


Mr. Pascor: Will the relocation of the station a long way from the hotel 
have an adverse effect on it? a ; 


Mr. Gordon: We considered the question carefully and concluded that i 
would not hurt it very much. 


Mr. MacEwan: My question has been covered. a 


Mr. LacHANCE: Do the Canadian National Railways have a separate agrees 
ment with Hilton in respect of the management of the Vancouver hotel? Or 
there to be an agreement for the two? 


Mr. Gorpon: There is to be a separate agreement with Hilton in connection 
with the Vancouver Hotel. But it is on the same basis of a split, so to speak, 
for the Queen Elizabeth. At the moment we are trying to see if we can make 
long agreement synchronous with the Queen Elizabeth Hotel agreement. But | it 
is quite separate in regard to accounting and its money financing. ; 


Mr. LacHaNncE: Do I understand correctly that it is only a profit shar 
agreement and that the Canadian National has to bear whatever deficit 
hotel may have? 


Mr. Gordon: There is a profit sharing agreement in connection with © 
Queen Elizabeth and the Vancouver, which are the only hotels managed 
Hilton. The other hotels we manage Soe I have given you in the recor 
list of each one of these hotels. If we have a deficit we absorb it, and if we 
a profit, it goes into our profit and loss account. : 


Mr. LacHance: Do they absorb all the deficits? 
Mr. Gorpon: If there were a deficit in the operation of a hotel managed ) 


Hilton, they would pay it. But if there is a profit, then there is a profit sh 


understanding. I might as well tell you what it is. We get 75 per cent o 
net profits. 


- 


Mr. LACHANCE: I have one last question: Why would you say there would e 
a public explosion if Hilton should take over the management of the Chateau 
Laurier? ; 

Mr. GorpDon: It is a matter of judgment which I have learned from vari 
people who have a great love for the old Chateau Laurier hotel. They thinl 
would be a terrible thing to change it in any way. I even had protests whe 
made the bar look a little better. Some people thought we should not eve 
doing that. There is a great sentimental background to the Chateau Laurier h 
(Translation) 

The CHAIRMAN: Mr. Matte? 


Mr. Matte: Mr. Gordon, Canadian National set up extraordinary. 
centres, often far from large centres, developing them as outstanding na 
attractions. Would you have thought of developing such a centre at Pa 
which was at one time a Canadian National centre, until the Minist r 


tourist attraction. 
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react) 
Mr. Gorvon: Yes, but the Canadian Nationtl Railways have no intention 
of enlarging its hotel investment. We do not contemplate building any other 


The CHAIRMAN: Carried. 

Now we come to telecommunications. 

Mr. CapIeEu: It is a quarter to ten. 

Mr. PRITTIE: What is the procedure of the committee? The matter was 


d nances. What did the steering committee decide? 


The CHAIRMAN: The steering committee met this morning, and it was 
@ereed by the committee that this particular review of the Canadian National 


The CHAIRMAN: On some other matter, but not on the review of the annual 
report of the Canadian National Railways. 


' Mr. RHEAUME: I understood you received a telegram from the Canadian 
ne Association. 


| The CHatrMaN: Yes. I should have mentioned it along with the other 
| matter. It was considered as well, and the same decision was reached on it 
unanimously by the committee. 


_ Mr. Ruf&aumeE: As Chairman, I assume you are prepared to bring this 
“before the full committee, not neceesavily right now, in order to see what the 
| committee’ s wishes are in relation to a discussion of the matter raised by the 
Canadian Trucking Association. 


_ The CHAIRMAN: I was not instructed to do so by the steering committee. 
i was instructed to communicate its decision when requested. This committee 

May wish to reverse the decision and ask for authority from the house to call 
ow itnesses on the Canadian National Railways annual report. This has never 
| been done, but I should hope a decision would be made then. 


_ Mr. RHEAUME: Since the steering committee report was not presented 
formally by you, will you at some stage be presenting us with this document 
‘so that we can kick it around before this committee reports to parliament? 
Will you be giving us that opportunity? 


__ The Cuairman: I think this is a matter which should be raised probably — 
a ter we have concluded with the Canadian National Railways’ report and 
aoe we go on to some other business. I would be quite willing to listen. to 


: recommendation? 
The CHAIRMAN: That is right. 


_ Mr. RuEAuME: I am also wondering whether you could avoid seeing the 
clock for a short period of time so that we can ascertain what progress we 
may make. ) 


do ae 
‘Pee 


__ The CHarirMAN: We do not have very much more to consider. Perhaps we 
“cout d finish tonight. Is it the wish of the committee to finish this item tonight? 
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Mr. Pascor: Mr. Chairman, I must say that I have been asked by 1 
Horner to indicate that he has further questions to ask in respect of the subjec t 
covering “Outlook”. . 

Mr. RHEAUME: Perhaps we could make some effort to at least complete 
the subject we are now discussing before adjourning. The House of Commons 
commences sitting at 11 o’clock tomorrow morning and I am sure all members 
wish to be in attendance. Perhaps we could progress tonight to within striking 
distance of the conclusion so that we can finish our discussions within an hour) 
tomorrow. i 


Mr. GorDon: I am quite willing to carry on now. 


The CHAIRMAN: Mr. Gordon will have to get away tomorrow about 12 . 
noon. 4 


Mr. Gorpon: I have a very important matter to attend to tomorrow afteral . 
noon so I will have to beg off at noon in any event. q 


Mr. Pascoe: I am quite willing to carry on but I have been asked to 
present Mr. Horner’s desire to ask certain questions tomorrow in respect of the 
subject entitled ‘‘Outlook’’. | 


The CHAIRMAN: Shall we carry on for at least a while in an effort to. 
conclude our questions on this subject? 


Mr. CADIEU: I have several questions I should like to ask in respect of the 
subject entitled ‘‘Outlook’’. 


The CHAIRMAN: I am afraid we will not be able to continue our questions 
in respect of “Outlook” tonight, but perhaps we could complete our questions © 
under some of the other headings. Perhaps we could deal with the item entitled 
*“Telecommunications”’. ‘7 


Mr. RHEAUME: I should like to ask one or two questions in respect of 
this subject, Mr. Gordon, and particularly in relation to the extensive progress 
that has been made in the Canadian north by C.N.T. through Canadian National q 
Telecommunications which certainly is providing a tremendous service and 
living up to all its obligations, which you may consider it has toward providing 
Canadians generally with that level of service which is absolutely essential 
to their well-being. This situation is dealt with in your report. 

I should like to make one comment in this regard; I think it is important 
that C.N.T. provides this kind of service allowing thousands of norther 
Canadians to communicate with their fellow southern Canadians, but I feel 
that the costs to consumers particularly in respect of these services should 
be examined very carefully. I believe I suggested to you privately that on 
occasion I ran up a personal telephone bill of $400 to $500 as a result of the 
excessive cost of telegram and telephone services in the north. I am wondering | 
whether you can tell me if C.N.T. has hopes of financing this service in the 
first two years or whether it is prepared to amortize the cost over a longer 
period of time. We desire this service and are prepared to pay for it but I 
am afraid Iam attempting to pay for it all by myself. q 


Mr. Gorpon: When we commenced providing those services we did so on . 
the basis of a study in respect of the economics and set charges in accordance - 
with reasonable amortization principles. We applied the depreciation and 
amortization approaches in respect of the principles of telecommunications as 
we have done in respect of anything else. 


Mr. DEMCcOEr: That is correct. ‘g 


Mr. GorDON: We applied the same charges based on the economic require- | 
ments of providing the same type of depreciation for equipment as in respeng 
of any other part of Canada and other facilities. 


Mr. RHEAUME: You are suggesting that if there is to be any relief or lifting 
of the burdens in respect of these costs it will have to come from the govern~ 
ey 
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‘ ment rather than from C.N.T. in the form of a similar kind of subsidy as applied 
_ elsewhere? ; | 

e Mr. Gordon: I think these services should stand on their own feet. I do 
“not think C.N.T. should be expected to provide subsidized services. If you 
| have a good case and I do not mind saying that perhaps you have in your 
| area under present circumstances, your representations should be made to 
| the government. _ 

| Mr. RHEAUME: Do you feel from the point of view of financing these 
_ services that they are on solid ground? I understand essentially these services 
| were provided for defence purposes? 


Mr. GorDON: That fact has been taken into account in the economic 
| analysis. We do have some arrangements with the Department of Defence in 
| respect of some of these costs. That department pays for part of the cost. 


_ Mr. RHEAUME: There is one other comment I should like to make; when 
the C.N.T. provides service lines to northern communities, which are very 
| vital to those communities, it does so to every one except the non-white 
| population. I have received this complaint from individuals in every northern 
community. The Indian people do not have access to these services. Generally 
there has been a filtering out in northern communities of Eskimo and Indian 
| peoples who tend to live in small communities removed from those inhabited 
| by the white citizens. I am wondering whether the C.N.T. has attempted to 
‘serve the larger concentrations of population, with a tendency to forget the 
| Eskimo and Indian peoples. I am not suggesting that is the case, but feel that 
the C.N.T. officials should consider serving also the Indian and Eskimo people. 
| Mr. Gorpon: There certainly is no colour bar in respect to the provision 
of these facilities. Certainly the question in respect of population density in 
areas must be considered in respect of justifying the capital expenses involved 
|In providing these services. We cannot undertake to provide a telephone service 
|to an individual located ten miles from the main inhabited area. 

! Mr. RHEAUME: I am suggesting that there are single individual installations 
several miles removed from large established Indian communities, yet the 
'services are run to that single federal government employee but not to the other 
\Individuals. I am wondering whether in the assessment of C.N.T. they should 
perhaps be a little more careful in this respect. 

I Mr. Gorpon: I will take note of your recommendations and discuss them 
/with Mr. White when I next talk to him. 


| (Translation) 

: Mr. Matte: If my information is reliable, there were transfers of certain 
lines of the Canadian National to the Bell Telephone’s benefit. Why? 

\(Tezxt) 

i Mr. GORDON: We are in a competitive position in respect of telecommunica- 
tions, and in areas where the Bell Telephone Company provides a service people 
prefer that service to ours; that is the way of business. We are in competition 
across the country with the Trans-Canada Telephone Association. Are you 
referring to telephone service only? 

Mr. Matte: I am referring to telephone and telecommunications service. 
Mr. VAUGHAN: We are not engaged in the telephone service business. 

Mr. Marte: I am referring to telecommunications service. 

Mr. GorDon: We are not engaged in the telephone service business. 

Mr. VAUGHAN: We do have a telephone service operation in Newfoundland, 
the Northwest Territories and the Yukon but in general across Canada we are 
not engaged in the telephone service business. 


Es 
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Mr. BEAULE: We are referring to the telephone pashesa 


Mr. Gorpon: The telephone service business is always eet on 
basis of a monopoly in a particular area. We have a monopoly in the No 
west Territories and in certain parts of Newfoundland. The telephone busi 
is competitive as such. If you have in mind the fact that we have lost busi 
to the Bell Telephone Company, for instance, in respect of certain radio 
television broadcasting services you are absolutely right. That is a compet. 
situation. Is that what you had in mind? We lost a C.B.C. contract in certa 
areas a few years ago on the basis of price. ; 


(Translation) ; 

Mr. Marte: Would the government have transferred from Canadian 
National to Bell Telephone? Would the government itself have transferred. its 
operations to Bell Telephone rather than to use the Canadian National? 


(Text) n° 
Mr. Gorpon: An open competitive tender was involved in that respect 
rather than a decision of the government. In other words, the Canadian Broad- . 
casting Corporation asked the Canadian National Railways to submit a bid 
in respect of the provision of certain radio broadcasting and television faciliti 
At the same time it asked the Bell Telephone Company to submit a bid. We h 

that contract for quite a number of years but lost it in 1960, I believe. We lost 
that contract in 1960. It was a ten year contract which was lost to the Bell 
Telephone Company which made a bid on behalf of the Trans-Canada Tele- 


phone Association. 


(Translation) 

Mr. Matte: But do you, in fact, believe that it would be better to 
the Canadian National lines, since Canadian National is a government cl 
tomer? 


(Text) 


Mr. GorDON: Well, that is a question of course, on policy. Personally | 
do not think the government should require the Canadian Broadcasting Co 
poration to use Canadian National services. I think it is healthier th 
should remain on the basis of competition. I do not believe in that kin 
a monopoly. 

You see, when you get it on a competitive basis then both sides of 
picture are working like the very devil to improve their facilities in su 
way as to give the best possible service. ; 

Now, while the Canadian National might be so pure they never wor $ 
take advantage of this situation if the Canadian Broadcasting Company . 
been instructed to turn the business over to the Canadian National, the 
a reason the Canadian National might not want to spend the money to kee 
the plant in as good condition as it might otherwise be. Competition is the 
prod here and 1 am. all for it. " 


Mr. PAscogE: I am not sure, Mr. Chairman, whether my question ap 
to the matters under discussion. My question is in meee of a program c 


Canadian Pacific which we have had on hand since 1961 for the purpo 
selling telecommunication services and making the names and functions 2 
two companies better known. You say you do not like it? 


Mr. PascoE: Once in awhile it raises my blood pressure. 


Mr. GorDON: Then that is very good because so long as you take 
of it it is serving the purpose. We want you to notice it. 


Le ‘yee 
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Mr. PAScoEr: I will not change my mind in respect of it. 

Mr. Gorvon: We do not care what you say about it so long as you say 
something. You do look at the program and that is what we want you to do. 
' -‘Mr. Pascoe: Definitely I do. 

am _ Mr. Gorpon: Mind you, we do not provide the editorial comment or the 
editorial content; that is done by them. 

Mr. Pascoe: Do you pay Mr. Frith? 2 
Mr. Gorpon: That is done by the C.T.V. network themselves. We do not 


‘provide the material or the facilities. We sponsor it, you see. This is an 
advertising effort. 


Mr. VAUGHAN: Is it just like General Motors sponsoring something Like a 
iy ‘musical concert on television; it is the same thing. 


=n 


be Mr. Pascor: And do I understand it is going to be repeated next year? | 
i Mr. GORDON: We have not taken that decision yet. However, we have 
been very well satisfied with it and we probably will continue it. 


: Mr, GRANGER: Mr. Gordon, I would like to say a word of appreciation for 

| the fine work C.N.T. is doing in those areas of central and northern Newfound- 

land which they serve and I would express the hope the same services will be 
extended to the whole coast of Labrador. 

4 Mr. Gordon: Thank you very much. You will do me a great favour if you 

see that the Minister of Transport is informed of your comment. 

The CHAIRMAN: Would you proceed, Mr. MacEwan. 

| Mr. MacEwan: Do Canadian National telecommunications have any plans 

_ during this year, 1964, to combine their offices with Canadian Pacific offices 

throughout Canada? 

Tha Mr. GORDON: Well, it depends which offices you mean. 

HI Mr. MacEwan: I am thinking of the Atlantic area. 

| ie Mr. Gorpon: Yes. The general trend will be in that direction in terms where 

| Message traffic is handled. Message traffic is on the way out; it is a declining 

business, I am afraid, and we will as much as we can sensibly combine os 

Offices. The future for the old fashioned telegram is not very good. 

Mr. MacEwan: I am thinking of the Atlantic region mostly. 
Mr. GorRDON: Yes. We have a number of combined offices now and I think 
at trend will continue. 

The CHAIRMAN: Gentlemen, is this section carried? 

Some hon. Members: Agreed. 

_ The CHarRMAN: The next section is personnel and labour relations. 

_ Mr. Prittie: Mr. Chairman, there is a matter I wanted to bring up. I have 
here a letter Mr. Gordon sent to Mr. Pickersgill, who supplied a copy to Mr. 
| Knowles, who gave it to me. It is in respect of pensions of retired employees. Do 

you recall this letter, Mr. Gordon? You said the committee would be a good time 

to bring this question up. As I say, it has to do with employees who retired prior 
to April 1, 1962, the amount of their present pensions and the possibility of 
an increase. 

_ Mr. Gorpon: What is your question? 


Mr. PritTie: What are your proposals in connection with this? Is there 
"anything to be done about the pensions which these people are receiving, which 
are very low? 

2 Mr. Gorpon: No. We have gone over this in very great detail before now 
a. nd we disagree with the suggestion that those people who are on pension 
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should have their pensions increased because of improved benefits thet may 
happen after the period in which they have been retired. We disagree with that. 
That would be giving a concession or privilege to retired Canadian Nationa 1 
employees which is not given to anyone else in the country, and we see no 
justification for that. | 

Mr. Prirrre: Well, it has been done in some other places. I know of some. 
public bodies that have done this for people who through most of their earning 
years received very low wages, as a result of which they, in turn, received a 
low pension. I know of some who have made pension adjustments for their ; 
employees. I do not know whether or not it has been done in private enterprise. — 


Mr. Gordon: Do you mean retroactive adjustments? b.: 
Mr. PRITTIE: Yes. 
Mr. Gorpon: I do not know of them. 


Mr. Prirrie: I am thinking of the British Columbia municipal employees and ’ 
the British Columbia teachers who have retired. 


Mr. FisHER: And, the Ontario retired teachers. 


Mr. Gorpon: Well, it is not any part of our policy that retroactive changes” 
should be made for the benefit of persons already retired when we are making © 
a change in our pension fund plan. If we were to do that the cost of such retro- — 
active adjustments would be such that it would militate seriously against our 
ever being able to recognize current employees in regard to their current — 
requirements. We could not do it. 


Mr. Pritrie: I would suggest that for them the problem may not arises 
because pensions are much better now than they used to be and apparently there 
will be a national plan of some sort or other in the future. Have specific pro 
posals been made by the retired employees to you and, if so, what has been the . 
nature of these proposals? 4 


Mr. Gorpon: Well, I have this comment and I think I had better make it. 
The question of retroactivity to persons already retired arises whenever 4 
pension plan change is made which has the effect of improving benefits. If the 
change is not applied retroactively, it inevitably gives rise to comparisons 
between the position of members of the pension plan who retired or otherwise. 
left the service before the change was made and those who do so afterwards. 
The difficulty is that if such a change were to be made retroactive at all there is ~ 
no past date that could be selected which would not produce the same com-_ 
parisons. The choice is, therefore, one between making amendments apply only 
from the date they are made or giving them unlimited retroactive effect. The 
complexity and cost of following the latter course would be such that if it were 
obligatory to do so it could only have the result of militating against the adoption 
of pension plan improvements. This would be an undesirable consequence and 
C.N. follows the practice of making pension plan improvements applicable only 
to employees in service when such improvements are made. 4 
That is the statement that I was using myself in regard to our outlook and 
in regard to retroactive pensions. I think it is likely, however, since you men- 
tioned Mr. Knowles’ name, that the basic point was a broader one that you had © 
previously put forward on a number of occasions both with respect to civil 
service pensions and those of Canadian National, namely, pensions paid to retired 
personnel should be increased from time to time in line with the cost of living. 
That has been his main argument in that respect. We disagree with that point 
of view very definitely. “Ss 
The difficulties caused for Canadian National pensioners by increases in 
the cost of living are no different than those faced by other retired persons 
living on pensions, annuities or other forms of savings producing a fixed income. 


_ As a publicly owned organization whose profits or losses are paid to or by 
Be vernment. the cost of increasing pensions payable to retired Canadian National 
_ employees would in effect be borne by the Canadian public at large. It has not 
Z been considered that it would be fair or proper that Canadian National pen- 


_ sioners should be granted special assistance from public funds over and above 


aT Spay Mek 2 eet fester aay tn teee RAND of) \k A Rae oie ce 
als . w t ‘ i 


ha ar 


| RAILWAYS, CANALS AND TELEGRAPH LINES 275 


_ that provided by the government to all retired people by way of the old age 


pension. The old age pension, payable at age 70, as you know, without a means 


; test has been increased by the government from time to time in recognition of 
_ the rises in living cost from the original amount of $45 per month in 1952 to 
_ the present level of $75 per month. 


A Canadian National pensioner who was a contributor to the 1959 pension 


plan receives a pension based on a percentage of his last or best five years’ 
_ earnings. His pension, therefore, reflects the wage and price levels existing at 
the time of his retirement. Upon attaining age 70, normally five years after 
retiring, his income is supplemented by the amount of the government old age 
pension, and when his wife reaches age 70 she also becomes entitled to the old 


age pension. These subsequent additions to the over-all income of a pensioner 


and his wife will, in most circumstances, compensate for increases in living cost 
occurring after retirement. 


My point there is that one cannot, in our opinion, pick out the Canadian 
National group as a special class to be given recognition different from that 


given to other retired people who are faced with the same problem in regard 


to the rise in the cost of living. 


(Translation) 


Mr. BEAULE: Mr. Gordon, you are no doubt aware that the government of 


- Quebec will, in January 1966, bring the compulsory pension plan into force for 
_all workers in Quebec who have reached the age of 18 up to 70. What is going ~ 


(Text) 


to happen to Canadian National employees who are presently contributing to 


the pension plan and who live in Quebec province? 


Mr. Gordon: Well, I do not know. We cannot tell that until we see the 


| legislation. I have been warned enough about accepting what I read in the 
papers, and I do not know any more than what I saw when I glanced in the 


‘Papers this morning. However, I assume there will be an integration between 


the private pension plan and the government sponsored pension plan, and we 


will not be able to decide what is necessary there until we have the actual 


legislation for it. 
As a matter of fact, this has been agitating the Canadian National Railway 


employees a great deal, and we sent out a notice to them. This has reference 


to the Canada pension plan but has the same connotation, we assume, in 
regard to the provincial part of it. We said this to our employees: 


Reports reaching the pension and welfare plans office indicate that 
some employees are becoming unnecessarily concerned as to the possible 
effects of the Canada pension plan on the C.N. pension plans. In the 
hope that it will relieve the main concerns which have been expressed, 
the following statement is being made: 

1. The C.N. pension plans will not be replaced by the Canada pension 
plan. 

2. Any co-ordination between the Canada pension plan and the C.N. 
plans will relate only to contributions and benefits in respect of 
earnings and service after the Canada pension plan comes into force. 
It will not affect pension benefits which have accrued to employees 
under the Canadian National plan up to that time. 
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3. The combined benefits which an plives will receive rani 
Canada pension plan and the C.N. pension plan will be at least 
large as the benefits provided at present under the C.N. pension pl 


4. The C.N. pension trust funds will continue to be held and administered. 
by the Canadian National Railways company in trust for Canadian 
National employees and pensioners for the purpose of providing 
present and future pension benefits in accordance with the rules of. 
C.N. pension plans. ~ a 


So what we said there in regard to the Canada pension plan itself, I think, as” 
far as I can see from what the papers have said, will have the same general iy 
effect in regard to the Quebec plan. 4 
(Translation) Bi: 
Mr. BEAULE: About a fortnight ago, because Mr. Lesage gave the broad 
lines of the pension plan on television and stated that all those working and | 
living in Quebec will be subject to the pension plan except those persons” 
attached to embassies and to international corporations. Such employees only — 
will be exempt from the plan but all other employees will be subject to the 
compulsory pension plan. The Premier himself gave this as his opinion on 


television about two weeks ago. 


(Text) ot 
Mr. Gorpon: There have been no discussions with us in regard We Home it ; 
is going to be worked out and with particular reference to the position of | 
crown companies on this particular legislation. We cannot do anything about it 
until we find out what the policy is going to be in that respect and until we see 
the actual legislation. 


(Translation) ‘G 
Mr. Matte: Mr. Gordon, after meeting several Canadian National employ- 
ees, I believe that the CN would pay moving expenses in the event of an 
employee being transferred; precisely because of local instability for many 
employees, due to seniority probably. It would seem that those who occupy 
the top positions do not object, but the ordinary worker who has most need of 
this privilege of removal privileges when needed can not profit by it. What do. 
you think of this? . . 
(Text) a 
Mr. Gorpon: The matter of dislocation costs is another matter that is y) 
apparently examined in terms of possible legislation changes which were pro- 
posed, I think, in Mr. Fisher’s bill; and since then I think the Minister of 
Transport made some reference to it this morning. But we do have a policy y 
that does recognize types of moving expenses which we do pay. Can you add tow 
what I have said, Mr. Vaughan? =. 


Mr. VAUGHAN: It normally happens that the employee and his family ¢ are 
given transportation orders to go from A to B. Similarly, they receive what 
we call a free freight order to move their household goods from one point to 
the other. The company does endeavour to make the move as pleasant and ~ 
easy as possible. That, briefly, is about the extent of it. ‘a 


a 


(Translation) 
Mr. MATTE: But is there any difference between the senior official who 
would be moved and the simple worker? We often hear criticism in this respect 
from the people... 
(Text) 
Mr. pac I do not think that is a valid criticism. The senior me 
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re frequently. We do not compensate the senior official for all the expenses 
0 which he is put. Mr. Demcoe, I guess, has done about as much moving as 
nost people around, and every time he has moved it has cost him money; you 
an be sure of that—and he has made that known more than once. Nevertheless, 
t is part of the penalty of advancing in the service, so to speak. We pay part 
of the moving expenses on pretty much the same basis as Mr. Vaughan has 
‘outlined, but there is no special compensation to the senior officials in regard 
to dislocation of the type you mention. 


Translation) 


__ Mr. MatTE: Now, Mr. Gordon, I have another question. What do you feel 
about employees who have to contribute to two unions? 


iy 
aul ext) 
ia 


_ Mr. Gorpon: I do not think I should comment on the relations between 
unions and employees; that is a matter between themselves. 


ie Mr. HorNER (Acadia): On a point of order, what is the view of the com- 
mittee with regard to continuing? It is now half past ten. We started at ten 
o'clock this morning. Surely we can shut it down now. We agreed to take in 
‘an extra half hour this evening and to sit from 7.30 to 10. We started this 
afternoon at 3:30 and we went on until 6 o’clock. Surely we still have quite 
ea bit of work to be done with regard to outlook, board of directors, personnel 
and labour relations. I think that we should adjourn now and come back to- 
morrow morning at 9:30 and whip it through before noon tomorrow. 


The CHAIRMAN: I am quite in agreement with you, Mr. Horner. All we are 
trying to do is to finish with labour relations if we can. 


_ Mr. Horner (Acadia): If we are going to adjourn, let us adjourn now. 

_ Mr. Fisuer: Let us finish it. It was agreed by Mr. Pascoe and the rest that 
we can finish this today. 

4 Mr. Horner (Acadia): What is the use of sitting ten more minutes if we 
can finish it tomorrow? 

ae The CHairMAN: Could we not finish with labour relations tonight? 

ik 


_ Mr. Horner (Acadia): I have a lot of points on it, I think we should 
adjourn now and come back tomorrow at 10 o’clock. 


a The CHAIRMAN: It is up to the committee. Do you want to adjourn now? 
_ Mr. Horner (Acadia): I will so move. 
_ The CHarrMawn: Is it seconded? 
Mr. BEAULE: The house sits at 11 o’clock tomorrow. 
_ Mr. Horner (Acadia): We can come back at 9:30. 
ry Mr. Pascor: We are meeting at 9:30 tomorrow anyway. 
Mr. Fisuer: Why not finish this section today? 
“ , Mr. Pascoe: I can finish my points in two minutes. 
‘5 Mr. Horner (Acadia): I cannot finish mine in two minutes. 
_ Mr. Fisuer: Oh, go on. 
‘The CHAIRMAN: Does anybody second Mr. Horner’s motion? 
US Mr. Horner (Acadia): I moved the motion and Mr. Pascoe seconded it. 
ie Mr. Pascor: I did not second it. I can finish my part very quickly. 
a The CHAIRMAN: There is no seconder to the motion; it is lost. 
_ Gentlemen, there is no quorum. The meeting is adjourned. 
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FRIDAY, June 19, | 


(Text) | 
The CHAIRMAN: Order. Gentlemen, the feeling indicated last night was 
that we might strive to finish before eleven o’clock this morning. I know 
that I shall have your co-operation. In any event we shall proceed with Mr. 
Pascoe and then Mr. Prittie who asked for the floor just before closing last 7 
night. P 
Mr. PRITTIE: No. I did: not. q 
The CHAIRMAN: Very well then. Mr. Pascoe. fg 
Mr. PascorE: Under this item of personnel and labour relations I have 
one matter to bring to the attention of Mr. Gordon for possible comment. It 
concerns proposed amendments to the Canadian National Railways pension 
plan. I have letters here from constituents asking me to discuss this proposal] 
at this committee. Perhaps I can best do so by outlining the main point of the 
letter which has to do with earlier retirement from the railway service through 
pension changes. There are two suggested changes in the pension plan. I an 
sure Mr. Gordon has received all these proposals, and I shall not elaboraial 
But let me read from the letter: 
I would, therefore, appreciate your earnest consideration of the e 

following revisions to the Canadian National Railways pension plan. — 

(1) Revision of Rule 7(1) to allow for: 14 per cent for each year of 
allowable service. % 

(2) That Rule 7(2) be amended to permit of the following: 4 

A contributor may elect to retire at age 60, or any age thereafter 

where the employee’s age and years of service total 85, with no 

reduction in pension, i.e., full allowance for all time worked. . 


a 

I promised these constituents who wrote to me that I would bring the 
matter up before the committee. Perhaps Mr. Gordon might care to comment 
on it at this time. 

Mr. Gorpon: My general comment is that this letter is a representation to 
the effect that the benefits of our pension plan should be increased. It raises 
the whole question of whether or not our pension plan is adequate, all things 
being considered. We have made a number of analyses in that connection and 
we believe that our pension benefits are in line with benefits which are made 
available by other large companies, particularly by our competitors, and that 
we are, so to speak, performing at a good normal level. We have a good pension 
fund, and we do not believe that representations to the effect that it should — 
be increased in the matter of benefits are justified, all things considered. As 
to these letters you refer to, remember that we have a pension fund committee 
on which there are labour members. The men are represented on that board. 
These discussions took place some time ago. The general opinion is that ou 
pension plan is adequate. 4 | 

Mr. Pascoe: I may assure these members then that their proposal ba 
been looked at? 

Mr. GorRDON: Yes, definitely. If you wish to send the letter to me, I will 
reply and tell you so. 

The CHAIRMAN: Mr. Lamb? 

Mr. Lamp: I have no questions. 

The CHAIRMAN: Are there any further questions on labour? 

Mr. Cowan: I would like to bring up a specific matter. I did not like a 
newspaper story from Toronto that the Canadian National Railways laid 
a man from employment after he had been satisfactory for four years. The 
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paper said it was done because he had been in a penitentiary as a con- 
_ vict. We have to hire convicts because they have to make a living and keep 

ir families. May I ask if there is any truth in that report? I do not want 
ou to be too specific about the matter, and if necessary I will step aside. 
- Mr. Gorvon: I would suggest that it is not in the interest of the individual 
concerned to get into a detailed discussion about this particular situation. We do 
not have a general rule that we do not employ people who have been found 
‘guilty of a criminal offence. We have rehabilitated people of that kind in 
various ways. But there are many considerations that need to be carefully 
looked into. Let me say to you: Do not believe the newspaper story as being 
100 per cent correct. 


‘ Mr. Cowan: With great regret as a newspaperman I would like to hope 
that your reply will be wide-spread. 
___-Mr. Gorpvow: I do not think it would benefit the individual if we should 
go into details. 


_ ~-Mr. Cowan: I accept your statement. 


The CHAIRMAN: Do personnel and labour relations carry? 
Carried. 


re _ Before we go ahead, I feel obligated to say a word. Last night Mr. Cowan 


asked me if he might ask one question on telecommunications although that 
heading has been passed. Does the committee agree? 


Agreed. 


Mr. Cowan: Thank you. I had to be in the house last night and I could 
ot stay for the last ten minutes of the committee meeting. However, there are 
ome questions I would like to ask under telecommunications. I notice that the 
first paragraph of your report points out that your revenues from telegrams 
and broadcasting facilities were lower. Would the president care to comment 
_ on that point? Or would he rather have me ask questions on why the revenues 
r broadcasting facilities were lower? I am referring to page 12. 

: Mr. Gordon: Yes. Revenues from telegrams were lower because, as I said 
last night, the telegram business is on its way out. The business has lost its 
ppeal to the public, in the form of telegrams, and it is in my opinion likely | 
continue to decline. I do not say that it will be cut off in the next few years, 
but it is certainly a declining business. This is happening to the telegram 
business all across the continent. The same is true in the United States. 

_ On the question of broadcasting facilities, it is a matter of timing, I suppose. 
I was looking at the timing impact of it. As I said last night, the railways lost 
ey C7B.C. contract, one that they had held for quite a number of years. When 
tenders were called for a ten year contract, the Bell Telephone Company on 
behalf of the Trans-Canada Telephone Association got the contract on the 
basis of price. 7 
Mr. Cowan: I understand that the Canadian Pacific and the Canadian 
National Railways have been carrying these radio programs to the 195 stations 
for thirty years. 

_ - Mr. Gorpon: That is right. 


Mr. Cowan: After thirty years experience, would not the Canadian Pacific 
and the Canadian National Railways be pretty well aware of what their costs 
of operations are in that field? 

_ Mr. Gorvown: They are. 


Mr. Cowan: If the Bell Telephone Company was able to undercut you in 
heir tender by 25 per cent—which I understand was the figure—would you 


say that the original figures all together were too high, or would you say that 
211748 
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Bell Telephone was tendering at a loss in order to get the business away fron J 
the Canadian Pacific and the Canadian National? a 


Mr. Gorpon: I cannot answer specifically about the Bell Telephone Com- 
pany. I do not know. I do not know how the company does it. But we feel that 
we put in a good commercial bid, and that if we had gone much lower, we 
would have lost money. There is a factor of course in the picture which may or © 
may not be cost. I am not giving evidence on this. I merely mention it. I say 
that the Bell Telephone Company have an advantage in connection with long 
distance telephones. They could, in their costing system, decide to load on 
part of the cost to the long distance, on that basis. Perhaps I had better stop — 
there because I do not know. It is a matter of how they have done their costing. © 
All I can say is that the railways have a good costing system, and that we 
quoted the best price we could. a 


Mr. Cowan: Do you know any way by which the company could do its 
costing on a tender basis if it does not get a tender price from the sub- 
contractors first? I understand that in the loss of this business the Canadian — 
National Railways gave the only available service for Newfoundland and the 
Yukon territories, and that they were sold by the Bell Telephone Company 
before the Bell Telephone Company was awarded the contract. How could 
you quote a price if you did not ask your subcontractors what their pric 
would be first? 

Mr. Gorpon: I do not know. 

Mr. Cowan: That is my question, too. . 

Mr. GORDON: You are trying to establish how the Bell Telephone Compan 
could quote for business on a basis which we think is not economic. My answer 
is that I do not know. q 

Mr. Cowan: I note your comments about long distance radio, and I would. 
like to quote from a joint letter signed by Mr. Emerson on behalf of Mr. 


Crump, and also signed by you, under the date of August 30, 1961. It reads as 
follows: 


Assuming that it is in the national interest to maintain competi ai a 
in the communications industry, we think you will agree that such 
competition cannot be preserved if one group is permitted to quote 
depressed rates in the competitive situation and to obtain recompense . 
through higher rates for other services. 


Public long distance telephone rates in Canada are 50 per cent 


or more above comparable rates in the United States which are regu) 
lated by the federal communication commission, 


a 
i 


Did you receive any reply to that letter from the former minister of trans: 
port in the previous administration? ‘ 
Mr. Gorpon: In all likelihood, but I cannot say so - specifically without) 
looking at my file. My recollection is that it was acknowledged, and that is all. 


Mr. Cowan: You mean it was acknowledged; that your letter has bee n 
received, and it will be filed and forgotten. You mean that? 


Mr. GorpDON: I did not say that. F 
Mr. Cowan: Some years ago I had the pleasure of working with Mr. 


Davidson Dunton, when we brought to Toronto a television program of the 
world’s heavyweight championship club from Detroit by way of the Canadiai ns 
Pacific and the Canadian National from Detroit to Toronto, when we already ha id 
a service established between London and Hamilton to pick it up. In how many 
places in Canada are television programs brought into the country from the 
United States? a 


Mr. Gorpon: I would have to check it, I cannot remember offhand. 


POS ak 
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- Mr. Cowan: Do you bring in programs from Detroit to London and 
Hamilton for the Canadian network now? 

Mr. Gorvon: I am not sure. I would have to ask my officers. 

Mr. Cowan: It can be done, and I understand there is a line in existence 
between Buffalo and Toronto for the connection. 

_ _-Mr. Gorvow: I do not know if there is anything to prevent the system 
| from picking up programs between Boston and Saint J ohn, or between Burling- 
ton and Montreal if there were co-operation by the radio and _ television 
interests. As far as I know on the technical side it could be done. But I would 
‘want to talk to my officials about the policy side. 

| Mr. Cowan: When the C.B.C. was calling for tenders for the 195 radio 
stations, why did they not call for tenders station by station, rather than only 
| for an over-all national contract? 
Hs Mr. GorpDoN: That would be C.B.C. business. They have to decide what 
| they want us to work out in order to respond to their requests. 
| Mr. FisHer: What are we talking about? 
j Mr. Cowan: We are talking about the 195 radio stations in particular. 
| May I ask if this is the first time the C.B.C. has ever tried to save money, or if 
| there have been other instances? 
| The CHAIRMAN: Order. 
Mr. Cowan: I have just one other question. 


| Mr. Gorpon: I would like to make one comment for the record: I am not 
running the C.B.C., and I do not intend to. 

_ Mr. Cowan: I have just one more question. I regret that I have had to 
/attend many times in the house when questions were dealt with here, and this 
|subject may already have been dealt with. But I gather from the newspapers 
‘and my friends on the committee that you are concerned that if the Canadian 
| National Railways is not recapitalized and continues to show recurring deficits 
|the morale of the executives and personnel may drop. Is that right? 

Mr. GorDON: Yes, very much so. 


Mr. Cowan: I wondered if you were worried about other costs, because 
‘when the C.B.C. suffered its biggest loss in history, at that very time they 
|doubled the salary of the manager. Do you expect to receive the same treatment? 


The CHAIRMAN: Order, order. I think we are getting away from telecom- 
/Munications. We have just carried personnel and labour relations. 


Mr. FISHER: I have a supplementary question. 
__ Mr. GrecorreE: Before we go on to “outlook” I would like to say this. 
| (Translation) 


pos ee 
ie 
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_ I would like to ask you a question concerning—because it is mentioned in 
this chapter—the recapitalization of the Canadian National. 


(Text). 
Mr. RHEAUME: I have to object on a point of order because we have already 
carried the sections right up to “Outlook”. Are we going to reopen them? 


The CHAIRMAN: No, I do not intend to permit it. We are now on “Outlook”. 
Is that what you want to speak on, Mr. Grégoire? 


\(Translation) 
, Mr. GrEGorrE: No, Mr. Chairman. Before we examine the Outlook sae 
(Text) 


Mr. PritTie: Mr. Grégoire may ask his question under “Outlook”, if he 
Wishes. 
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(Translation) | ae Meee Hts ke 
Mr. GREGOIRE: No. On a. question of privilege, Mr. Ghote You will 
what I mean if I may be allowed to speak for one moment. In the chapter co! 
cerning the Outlook, the recapitalization of the Canadian National is mentio 
Before I speak about this matter, I would like to know if we may discus 
May we talk about the issue of recapitalization, or shall we discuss it at a lat 
date in this committee? If it is to be discussed in this chapter, I would req 
the calling, at the proper time, of other witnesses who are willing to discuss 
recapitalization of the Canadian National. If this problem is not to be dealt with 
by the committee this morning, I believe that it would be useless to cal 
witnesses on this matter. If it is not discussed, there is no problem. q 


The CHaiRMAN: Mr. Grégoire, I must tell you that it was agreed to discus 
only the reports of the Canadian National and not the problem of recapitalaa 
tion. We will hear no witnesses during the discussion of the annual report of 
the Canadian National. a 


Mr. GREGOIRE: Then, may I ask a supplementary question, Mr. Chairman? 
I probably can ask the minister of Transport about this problem concerning the 
recapitalization of the Canadian National, Will it be referred to the Standigl 
Committee on Railways and Canals during the current session? 


(Translation) 


Mr. PICKERSGILL: I can only give a qualified answer because I am 
parliament, but so far as I am concerned, if I am able to get legislation befo 
parliament, I propose when it gets second reading to ask that it be referre 
this committee. 


Mr. GREGOIRE: Then, if I understand the answer of the Minister of Trang} 
port, the recapitalization of the Canadian National will not be effected bef 
it is studied by this committee? 

Mr. PICKERSGILL: Yes. This is understood. 

Mr. GREGOIRE: Agreed. 

At that stage, will we have the time and occasion to hear the wikae 
we wish to question on this matter? 


Mr. PICKERSGILL: It is for the committee to decide on this matter, b tt 
think so. a 


(Text) 


Mr. FISHER: We would not move on recapitalization without hear 
from Bob Thompson. 


Mr. GREGOIRE: I beg your pardon? 


Mr. FISHER: We would not move without hearing from Bob Thomned 
recapitalization. 


The CHAIRMAN: Order. We will now move to a conuidereen of the 
entitled “Outlook”. Mr. Fisher and then Mr. Grégoire will have the floor. 


Mr. FISHER: The only question I have in respect of “Outlook” r 
relates to the prospective settlement of the nonoperating employees’ demant 
The one thing I am concerned about, Mr. Gordon, in coming weeks, in resp 
of which there is some worth-while apprehension in view of the last se 
ment, is the very large sums of moneys that will start flowing around ; 
package, which is the amount the railways will have to supply in orde 
meet the demands. I am wondering whether you can tell me anything abo 
prospects as you see them of meeting either the conciliation board aie 
a lesser settlement in financial terms? 


Mr. GorDon: Yes. The current situation is that the conciliation boar 
_ brought in a majority award. That is, two members of the board, the cha 
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| Mr. David Lewis, have joined in what is referred to as a majority award. 
Ve have been notified through the Minister of Labour that the unions have 
ecepted that majority award. The effect of the majority award would put 
cost upon the railways of about $57 million over the period of the contract. 
_ Mr. FisHer: The period of the contract is three years, is it? 


_ Mr. Gorpon: No, the period of the contract is two years. The fact is that 
the railways have not yet indicated their views in regard to either accepting 


that our freight rates are frozen and various other things are almost in a 
state of impasse. Therefore, this is at a stage in respect of which I cannot 


I have in mind the MacPherson commission legislation, and your attitude or 
‘Capacity to determine an answer? | 

Mr. Gorpvon: Yes, there is a direct relationship because, as you know by 
Yeason of the various freezes and the delay—I suppose I might as well say 
delay although I do not mean that critically, but the fact is that the recom- 
‘mendations of the commission have not yet reached the point of legislation— 
there have been interim payments made to the railways covering a sum of $50 
Million that is divided between the railways pending the implementation of 
the MacPherson commission recommendations. As of now, we just do not 


know where we stand. We have to get together to see whether we can see 
course ahead of us. 


Mr. FISHER: My last question relates to the outlook of your pension situa- 
10n particularly with regard to the acknowledged liability. Is there any pos- 
sibility of that acknowledged liability being affected by the change in the 
pension arrangements created either by the Canada pension plan or the 
Quebec plan? 

| Mr. Gorpon: I do not think so, but again I have to wait until we have 
| studied the actual legislation. At the moment I do not see that the acknowledged 
bility would be affected unless in some way or another our commitments . 
n regard to pensions are increased. My understanding is that that is not the 
se. Again I say our experts will have to study the actual legislation. We 
ive not got the actual legislation yet. 

The CHarRMAN: Mr. Horner? 


| a Mr. Horner (Acadia): Mr. Chairman, I think perhaps you were surprised 
when I agreed to pass the item on personnel and labour relations so quickly 
his morning, whereas I objected to it last night. This is evidence that I am in 
a co-operative mood. 

The CHAIRMAN: I always thought you were the most co-Operative man 
had seen. 

_ Mr. Horner (Acadia): Under the item entitled “Outlook” I am trying to 
envisage what the C.N.R. has in mind exactly in respect of future grain move- 
ment in the west. Is it correct Mr. Gordon that on the prairies there are some- 
thing like 8,000 miles of railroad? Is that a reasonably rough estimate? 

Mr. Gorpon: Are you referring to the entire prairie regions? 

_ Mr. Horner (Acadia): I am referring to the prairie regions. 

| Mr. Gorpon: Have we got the mileage there? Which area do you mean 
; by r the prairie area? 
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Mr. Horner (Acadia): I am referring to Manitoba, Alberta and Sas: 
katchewan. te . § 
Mr. GorpDon: Do you have both railways in mind? ‘ 
Mr Horner (Acadia): I am referring only to the C.N.R. I would not want 
to question you about the C.P.R. _ 
Mr. Gorpon: I can give you this on our route miles operation. Manitoba 
has 3,101.55, Saskatchewan has 4,341.38 and Alberta has 2,238.62. That totals 
about 9,600 miles. | 
Mr. Horner (Acadia): In your plan of appraisal of the situation you are 
applying to the board of transport commissioners for permission to abandon 
approximately 2,500 miles of that track, or something in that neighbourhood, 
in the same three provinces? 
Mr. Gorpon: There is a table, which I had yesterday, showing the actual 
filing by mileage. 
Mr. DEMCOE: This is the one here. : 
Mr. Gorpon: The actual applications filed with the board of transport as at™ 
this moment show 84 applications totalling 3,360 miles of which 2,964 miles 
are in the prairie and mountain regions. 
Mr. HornER (Acadia): Was the figure 2,900? 4 
Mr. Gorpon: The figure is 2,964 miles of track in the prairie and mountai n 
regions. Those are applications that have actually been filed up to date. 
Mr. Horner (Acadia): Just for the committee records, Mr. Gordon, would 
a comparison in respect of C.P.R. applications be roughly the same. I realize 
the C.P.R. has less track but do you feel it is their desire to abandon nearly 
one third of their track mileage in the prairies as well? a 
Mr. Gorpon: I cannot answer for the C.P.R., but I do not think so. They 
have not got as many thin-density traffic lines as nae have in that respect. 
Mr. HorNER (Acadia): Even before you used that expression I intended 
to ask this question before I concluded. Can you give the committee some idea 
what you mean by a thin-density line? . 
Mr. Gorpon: A thin-density line is not necessarily a candidate for aban: 4 
donment. 
Mr. Horner (Acadia): I realize that. 
Mr. Gorpon: I do not know any better way of describing it than just by 
that expression. It describes itself. It is a line that does not have the volumey of 
traffic that is needed to make a return on an economic basis. 2 
Mr. HorRNER (Acadia): You have not got a figure in respect of ton miles 
or anything like that which you hang on. ‘ 
Mr. Gorpon: No. We have said this before, that we do not work on rule 
of thumb methods, we work with a specific analysis. 
Mr. HORNER (Acadia): I wonder whether you could determine what you 
mean by “thin-density line’? I thought perhaps you might have a detailed 
explanation. I know the decisions you arrive at are quite detailed from time to 
time. . 
In respect of the proposed abandonment of one third of your trackage in 
the prairie regions, do you see any loss of business? Let us assume for example 
you are going to abandon a line that is 50 or 60 miles long and a person who i 
living about 50 or 60 miles may well be within 40 miles of the C.P.R. line. sg 
Mr. GORDON: Yes. -- 
Mr. HorRNER (Acadia): That man would then haul to the C.P.R. Do 3 you 
envisage any real loss of business because of abandonment? 


ie 
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Mr. Gorvon: That has been taken into account in our analysis. 

. { Mr. HorNER (Acadia): Can you give me a figure in this regard? 

a - Mr. Gorpon: No. Each application, as I showed you in the form I tabled 
| with the committee here, constitutes a careful analysis of all the factors that 
would be involved in the abandonment of a particular line, and we take account 
of any implication of the character you mentioned. 

! Mr. HornER (Acadia): What I am getting at is this. Over the years—and, 
correct me if I am wrong, you see, I use generalities because I am not in pos-— 
| session of all the detailed information in respect of the operation of a railroad— 
the Canadian Pacific railway has handled about two thirds of the grain crop 
and the C.N. one third. At least, this is the figure I have in mind. 

| Mr. Gorpon: As a matter of fact, that is a popular illusion in respect of the 
division of grain. The figure you mentioned is based in respect of western 
Canada only and the sort of normal ports; but, if you include the carrying of 
grain through Churchill and so forth—and Mr. Demcoe may recollect what we 
-handled—we handled more grain than the Canadian Pacific railway last year. 
: Mr. DEMCOE: That is correct. 

Mr. HORNER (Acadia): I am pleased to hear this. 

Mr. GorDON: Yes. We handled more grain physically than they did. 

Mr. HorNER (Acadia): And, this is including Churchill? 

Mr. GORDON: Yes. 

Have you the figures for that, Mr. Demcoe? 

_ Mr. DEMCOE: We handled 127 ,156 cars loaded at country elevators last year 
/in comparison to 124,513 handled by the Canadian Pacific. 

--Mr. Horner (Acadia): All right; that is a 50-50 break. 

z Mr. DEMCOE: Actually, it was the first year we were ahead of them. 

| Mr. HORNER (Acadia): This is the first year. 


| Mr. DEMCOE: Yes. The previous year we were a couple of thousand behind 
| them. 


: . Mr. Horner (Acadia): And, it used to be on a 60-40 basis. 

| Mr. Gorvon: No. Mr. Demcoe said it was roughly 50 per cent last year and 
|the year before as well: this is the first year we are ahead of them. But, in the 
| Previous years we usually were 2,000 or 3,000 cars behind them. 

| Mr. HORNER (Acadia): This would be the crop year we are speaking of. 
Mr. GorDON: Yes, the crop year. 

Mr. DEMCOE: Yes. 


| Mr. Horner (Acadia): In your study or analysis in wishing to abandon 
‘nearly one third of your trackage in the three prairie provinces what percentage 
of loss of business in grain handled do you see moving toward the Canadian 
Pacific rather than your own line. Surely you have taken a look at this. 


| Mr. Gorpon: I have not the over-all figure before me but I suppose we 
can get it if we took all these applications and added them up. But, I do not 
have that information available for you this morning. 


Mr. DEMcOoE: We have not made that type of analysis actually. Our. 
research and development department may have it. However, I think probably 
it would be a 50-50 break. The farmers would haul a certain amount of grain 
to our lines as well as to the Canadian Pacific lines and any lines that they 
would abandon we probably would get a 50 per cent break as well. 


Mr. Horner (Acadia): Yes, but your assumption is in error for this reason; 
ithe Canadian Pacific are not going to abandon as many lines; they have not as 


/many branch lines to abandon and because you are doing the abandoning you 
gimeeo1174 93 


‘ee 
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before you so readily abandon one third of your trackage? 


by that? 
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are going to leave many farmers and farm organizations far closer to Cana 
Pacific tracks than is the case at the present time. I suspect there would 
loss of, say, 10 per cent perhaps. a 
Mr. DEMCOE: It may be. ) aa 
Mr. Horner (Acadia): You have not made any analysis in this respect? | 4 . 
Mr. Demcor: Our research and development department may have but 
in operations have not. ae 
Mr. Horner (Acadia): Do you not think you should make such an analysis 


oa 


Peete 
e 
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Mr. Gorpon: I have said on several occasions in respect of this whole 
matter of the abandonment of branch lines—and you can rest assured we have 
made a study in connection with every particular point that is relative to that 
question and these applications—that they are going to be gone into not only 
by the board of transport commissioners but there is also a provision here for 


legislation to establish a branch line rationalization authority and a branch line 


rationalization fund to be continued for 15 years to assist in the establishment 
of an orderly program for the improvement and efficiency of railway branch. 
lines. Each one of these applications will be dealt with by these specific boards 
which will be set up, and any person who has any interest in it will be given 
an opportunity to be fully heard. a 

I would suggest that it is better to leave the question to that kind of an 
examination than to try and deal with it in this committee in the form of gen 
eralizations. I did not come here prepared to deal specifically with the branch 
line abandonment program because it is going to be dealt with in detail by | 


special boards appointed for that purpose and at that time we will have expert 


witnesses who will give all the particulars that you possibly could dream up, 
and that is saying a lot. a 
Mr. Horner (Acadia): It sure is. “a 
Mr. Gorpon: I am suggesting in the interests of time that we are not getting 
very far in this discussion because we are not prepared for it. It may look to 
you that we have not these particulars. I am quite sure we have. They are 
available and will be available at the proper time when this is before the 
special investigating boards which have been set up for that purpose. e 
Mr. Horner (Acadia): I agree. “= 
Mr. Gorpon: I myself am not sure but perhaps the minister could tell 
us whether or not this question in western Canada has been entrusted to the 
Minister of Agriculture. a 
Hon. J. W. PICKERSGILL (Minister of Transport): If I may say a word about 
this, Mr. Chairman, the government, as the order paper indicates, is anx 
to get on with the legislation based on the MacPherson report and it simplj 
has to take a reasonable place in the queue. It is going to be brought on this 
year, if parliament will permit it. , 
Mr. Horner (Acadia): Bring it on next week. a 
Mr. PIcKERSGILL: I do not want to leave any doubt in your minds whatso- 
ever about that. E 
Mr. Horner (Acadia): Then bring it in next Monday. =. 
Mr. PICKERSGILL: After parliament has been able to dispose of other matters 
the government, so long as it is the government, has the right to decide which 
legislation is more urgent, and when it will bring it on. When it is brought or 
we intend to go through with it, if parliament is willing to accept it. We do not 
intend to permit in any short period anything like 2,900 miles of railroad to be 
abandoned in the prairies. a. 
Mr. Horner (Acadia): You say in any short period. What do you mear 
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_ Mr. PICKERSGILL: Well, in less than 15 years because, that is specified. 
Mr. HORNER (Acadia): Fifteen years is a short time in a country’s lifetime. 


Mr. PIckERSGILL: I know Iam only a guest here and perhaps I am not to be 
allowed to continue what I am saying without interruption, but it would be 
easier for me to complete my statement, if I could. I say we are asking parlia- 
ment to provide a considerable sum of money, and I do not expect very much 
of that to be spent anywhere except in the prairies. There may be a little else- 
where but, as I said, I do not expect very much to be spent anywhere except in. 
| the prairies for the express purpose of keeping branch lines going which, on a 
balance sheet basis, would be closed by a business just looking at its balance 

sheet. The purpose of this is to make sure that there is no real hardship and no 
real economic loss to the farmers, and not social loss to those communities. 
“Mr. Grécorre: That is not what you have done in the province of Quebec 
where you have abandoned lines. 


e: Mr. PICKERSGILL: But I think this really is hard on Mr. Gordon, because it 
| is not primarily his business but the business of the government. Mr. Gordon 
and the Canadian National have agreed not to proceed with any abandonments 
| on the prairies at all until this legislation has been passed and, as I said, it is 
very hard for him because he does not know what is in the bill. I do but he 
does not. | 

Hie Mr. Horner (Acadia): Bring it in and let us have a look at it on Monday; 
\it is the most urgent problem on the legislation, 

KH Mr. PICKERSGILL: It is an urgent problem. If you could persuade your 
\friends to get on with the business that is now engaging the attention of parlia- 
|ment there will be no delay in bringing this up. 

Mr. RHEAUME: Mr. Chairman, on a point of order, this committee does not 
have to take gratuitous lectures from our guest and if the government chooses 
to debate the flag issue before the railway legislation, which the minister said 
lyesterday they intend to do, he cannot come to this committee as a guest and 
‘say parliament is holding it up. It is the government that is holding it up. 

| The CHarrman: Order, gentlemen. I think an awful lot of gratuitous state- 
/ments are being made here. That matter has been raised a couple of times 
lready and I wish we could get along with the questioning in respect of outlook. 


_ Mr. Horner (Acadia): I would like to continue, Mr. Chairman. My question 
7ill continue along lines of the future outlook of the Canadian National in 


, and everyone is agreed he will step down sometime. 
But, he has outlined and stated quite clearly to this committee that his Winnipeg 
speech is a well edited speech and contains the best thinking of Canadian 


the record for almost two years now. It has been debated in the House of 
[-ommons on several occasions; I know I brought it up twice. It was before 
this committee last year. Now, there is a rule in respect of repetition. This is 
A’ general rule in so far as the proceedings of either the house or its com- 
mittees are concerned. 
I would like to suggest to you, Mr. Chairman, that there is a very strong 
‘lement of repetition in this, as I have said. After all, if we have had some- 
ling that has been debated in the house and has been before this committee 
previous years I think that should be sufficient. But, we are now getting 
again at Mr. Horner’s insistence. I think we can go a little bit too far in 
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latitude in this committee in respect of putting questions on branch .- 
abandonments. He has brought this question up on every occasion that it ha: S 
been possible for him to do so. 3 
Mr. Chairman, I would like you to give very serious consideration to my A 
suggestion. We are getting close to 11 o’clock. 
Mr. Horner (Acadia): I did not interfere when you were putting questions J 
Mr. FisHER: Mr. Chairman, I was just wondering if there was any pos= 
sibility of cutting off this line of questioning. 
Mr. Horner (Acadia): You believe in closure, do you? 
Mr. FISHER: Yes, I believe in closure. I never have been against it. 
Mr. Horner (Acadia): Many a time I could exercise it against you. 
Mr. GREGOIRE: On a point of order, Mr. Chairman. 


(Translation) q 
I think we should remember that the committee which is now sittings is 
not the same committee which sat during the past years. Therefore, if 3 
member wishes to ask questions which have already been asked before anothes 
committee, that is not being repetitious, but new questions asked before a ne W 
committee. That is why I believe that the kind of questions asked by— 3 


(Text) q 
Mr. Horner (Acadia): I do not know what you are saying; they have 
not given me a wire to listen to. 
Mr. GREGOIRE: If you would listen, I am giving you the right to ask thow 
questions. You should listen to your earphone. When you speak I listen with 
my earphone. oa 
Mr. Horner (Acadia): But I have not one. q 


The CHAIRMAN: Order, gentlemen. I am sure Mr. Horner realizes that we 
are limited in time if we are going to finish this morning. Personally, I de 
not care. But, in any event, I am sure he realizes that. That is why I have 
allowed the questioning to proceed. I felt he realized the limitation of time. 


Mr. Horner (Acadia): This is exactly what I said at the opening of the 
hearing this morning. I said I would waive my questions on personnel and 
labour relations because I wanted to ask some questions on the outlook. It is 
my wish to be finished at 11 o’clock. We have harangued at some length n 
and Mr. Fisher and company have tried to bring closure on me for the lag 
10 minutes. 

Mr. BEAULE: Which company? 

Mr. Horner (Acadia): Not your company; you are good company. 

Mr. GREGOIRE: Which company? 

The CHAIRMAN: Let us get ahead with the questions. 

Mr. PICKERSGILL: I wonder if Mr. Horner would permit me to utter tw yO 
sentences which I think might help all of us. I have given an undertaking on 
behalf of the government, so long as the present government is in office, thal 
there will be no abandonment on the prairies of these branch lines until t 
legislation which is now before the house has been disposed of. And tk 
legislation, in turn, will be sent, if the house agrees, to this committee for co 
sideration. At that time we will know what the intention of the governme 
is as well as the intention of the Canadian National Railways, and at | 
time we will be able to discuss the matter in the light of that knowledge. I am 
just giving this undertaking because I think it might be helpful. re 

Mr. Horner (Acadia): I appreciate it very much. Then this commit te 
would be able to call all interested parties? : 5 


a 
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Mr. PICKERSGILL: Certainly all interested parties. 


The CHAIRMAN: Please continue. 


Mr. HorNER (Acadia): In your Winnipeg speech you suggested that some 
other system of transportation would have to be evolved between the farmer 
-and the main line elevators. Do you envisage that the elevator companies 
; and the farmer may buy those 60 to 70 mile rail lines and operate shunting 
ear system with medium sized diesels, or with farm tractors running on the 
| rails? Has this entered into your future outlook at all? 


Mr. GorRDON: I have nothing more to add to my Winnipeg speech. That 
_speech was not intended to, nor did it, make any specific proposals. I simply 
‘said that I was making some suggestions on the whole matter. I said that grain 
“Movement should be examined by all interested parties so that all the factors 
involved in the question might be considered. I said that out of a properly 
co-ordinated discussion a better system might emerge. I said that by taking 
advantage of new technologies and new ideas, it would help the grain move- 
| Ment in this country, and would benefit the western farmer. 

I did not indicate, and I did not make specific suggestions at all. I am not 
going to try to spell out a particular phase of it in terms of the railways only, 
because the railways are only one part of this whole question. The theme of 
“my speech was that in order to deal with it intelligently, there ought to be 
co-ordinated means of discussing all the elements. That is the whole point of 
| the speech. 

Mr. HORNER (Acadia): I agree that this is the main theme of your speech, 
but I have asked you a question. Do you envisage the sale or the leasing of 


60 to 70 miles of track which might otherwise become abandoned and which 
would ultimately be sold for salvage? 


_ Mr. Gorpon: I do not know. I could not answer that question at all because 
| It could not be dealt with until it was part of the over-all plan. 


Mr. HorNeER (Acadia): In your outlook on the grain movement in opera- 
‘tion you envisage the integration of trucking systems. I ask you to take a look 
at shunting cars and moving them out to the main line. Would this be feasible? 
Mr. Gorpon: I do not know. 


| Mr. HorNER (Acadia): Would you consider it permissive in good railway 
Management? 


Mr. Gorpon: I am not going to express a view until the whole question 
has been studied along the lines I have mentioned. It is no use to pick an indi- 
Vidual section of it, because we would just get confused. 


Mr. HORNER (Acadia): I see that Mr. Fisher has succeeded in “clamming 
up” the witness with his oration. But I would stress that this is a matter of 
vital importance on the prairies, where every farmer and elevator company 
ate concerned. You are going to hear a lot more about wheat and rail line 
abandonment down here as well as elsewhere, and I do not care how many 
times it is repeated. Now, have you any idea of what you consider to be the 
Maximum elevator size for this grain movement? 
Mr. Gorpon: I am not an expert in the matter of the sizes of elevators. 
Mr. Horner (Acadia): But you said the elevators were too small. 


Mr. Gorpon: I said that is typical of the kind of question that should be 
looked into. 


Mr. HorNER (Acadia): You said that the elevators were too small now to 


permit low cost operation. What would you say should be the maximum size 
of an elevator? 


a 


saying. I am saying that in the interest of the western farmer everybody con- 


have knowledge of the best way to run an elevator. All I say is this: Hav 4 


a mistake about it, and that the matter has not been studied sufficiently. 
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Mr. Gorpon: I do not know. ‘ aie 
Mr. HorNER (Acadia): I think this is a very Oe tinent See Onle two 
weeks ago I attended the opening ceremony at a brand new elevator, and 
was not a particularly big elevator. 
Mr. Gorpon: All I did was to express the view that the question of tk e 
size of elevators might be profitably looked into. It may be that with new 
technologies and so on there could be a better system devised. I have not said 
what I think is the best system and I do not intend to say it. . 
Mr. Horner (Acadia): Do you not think in criticizing grain movemmen™ i 
since you are the chief of a major hauler of grain on the prairies—that you i 
could profit from the learned advice of the elevator companies, who are nov Nv 
building elevators across the prairies, on what the maximum size should be e 
for low cost operation? : 


Mr. Gorpon: In the last paragraph of my speech I said: a 
I hope that by exposing frankly the need for co-ordinated action 1 q : 
have made some personal contribution towards this end. | : 


It is much easier to state a problem than it is to solve it. That is all I am 


nected with this problem should get together and have a damn good talk 
about it and listen to everybody’s ideas for the purpose of finding a co- -ordinated 
solution. Just because I mentioned elevators does not mean that I claim to 


look at it. It may be that you are not up to date. It may be that econo 
skills could be brought into play more effectively and so on. So why not tak 
a look at it? 4 

Mr. Horner (Acadia): There has been too much fanfare about the pro- 
posed abandonment of thin-density lines. I do not think that they are thi . 
density lines. I think the Canadian Pacific and the Canadian National are mak 


Mr. Gorpon: Nobody will prevent you from expressing your opinion, 
Go ahead and do so. “ a 


Mr. Horner (Acadia): I would now like to ask you about rail line oper- 
ating charges. Could you give me some figures? a 


Mr. Gorpon: I could give you some figures, but I do not see how i z 
pertinent. ‘i 
Mr. Horner (Acadia): It is certainly pertinent to me on the prairies. 
Mr. GorRDON: What figure do you want? 


Mr. Horner (Acadia): I would like to have some idea of what the Cane 
dian National feels is the maintenance cost per mile where there is thin- 
density traffic. 


Mr. Gordon: What figure have we got? 

Mr. Tooue: I can give you a figure. 

Mr. GorRDON: Suppose you try, Mr. Toole. 

Mr. TOOLE: We have an average figure which, you must remember, 
average for all the west. There could be radical differences between one 
and another, depending on the number of bridges and culverts in it. B 


: 


a 


per annum. 
Mr. HorNER (Acadia): You say it is about $3,000 per annum? 
Mr. TOoue: Yes. 
Mr. HornER (Acadia): Just to maintain it? 
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Le TOOLE: That is right. 


_ Mr. Horner (Acadia): Looking at the royal commission eee volume III, 
rou have a figure there at page 230 which looks like $866 per mile. I might he 
k wrongly interpreting this figure, but could you give me an idea about it? 
_ Mr. Toots: I cannot comment on it at the moment. 
ee Mr. Horner (Acadia): I have one other question with regard to train 
| movements. I questioned you concerning the elevator on Vancouver island 
-at Victoria and the shunting of cars across to it by boat. How much longer is 
‘the agreement to run between the Canadian National and the elevator com-_ 
any? 
| Mr. TooLe: I do not know which one it is. 
Mr. HORNER (Acadia): You do not know how much longer it will be? 
Mr. Gordon: I do not even know if there is an agreement on it. Is there 


Mr. Gorpon: I do not recollect it. 

Mr. HORNER (Acadia): Then you are doing this just gratuitously? 
Mr. GORDON: Just as a matter of service. 

Mr. HORNER (Acadia): You are doing it just as a matter of service? 
Mr. GORDON: Yes. 


Mr. HORNER (Acadia): You are loading a full freight train on a vessel and 
carrying it across with grain to Vancouver Island. 


Mr. GorDOoN: The wheat board directs where they want the grain to go, 
_ and we provide the services to haul it as required. 


Mr. Horner (Acadia): I am looking at this from the point of view of a 

prairie farmer, and from the point of view of a person who realizes what a 
drastic upheaval the branch line abandonment proposed by you and the Cana- 

dian Pacific would bring to the prairies. It seems to me that a measure of 

economy could be exercised. Certainly there must be some way. Would you 

suggest that it would be better to have a co-operative effort on the part of the 

grain companies to build large terminals, or to have the harbour board enlarge 

the port facilities on Vancouver Island? Would this not prove to be an economy 

| in grain movement? 


IR Mr. Gorpon: I have not studied the question from that point of view. I do 
not think it lies in my mouth to say what the wheat board or the elevators 
should do. 


| io Mr. HorNER (Acadia): This is all under “outlook” and the grain move- 
| ment. You are proposing great changes on the prairies which I do not think you 
can justify here, and I point out something which is very obvious to anybody 
who has any knowledge at all of transportation. Yet you say you are blind to it. 
You have closed your eyes to it, and you are not looking at it. That is simply 
| ridiculous. I notice it is now ten thirty. I shall hold my other questions at 
| this time. 


Werranslation) 

| Mr. GrecorrE: Mr. Chairman, the western members are highly interested 
ij in western problems. In our province, we grow potatoes, carrots and cabbages. 
| Those products are not the same and they are transported by railroad to a lesser 
extent. However, we have a problem which was dealt with last year, precisely 
under the chapter which we call Outlook. It is the problem of bilingualism 
| within the Canadian National. During five or six minutes, I would like to ask 


f a Ta questions on this matter. Mr. Gordon, I believe that since you last 
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appeared before this committee, an additional vice- Lpresigert was appoiatel 
with the Canadian National. He is a French-Canadian, Mr. Delagrave, I believe. 


(Text) 
Mr. GORDON: Yes. 
(Translation) 


Mr. GREGOIRE: What is at present the total number of members of the board 
of directors of the Canadian National? 4 


(Text) 

Mr. Gorpdon: Well, there are 12, as shown on this black sheet here. 

Mr. GREGOIRE: Mr. Gordon, what you call in English “the board of direc-_ 
tors’, we call in French “conseil d’administration”. What you call “executive” | 
in English is “la direction” in French; it is not the same in both languages. 
Then, according to the translation, what I wish to say would rather be called 
‘la direction’’, the board of administrators, not of directors. 4 
(Text) 3 

Mr. Gorpon: Are you referring to those shown on page 17? 

Mr. GREGOIRE: Yes. 

Mr. Gorpon: And what is your question? 


a 


(Translation) 4 


Mr. GREGOIRE: When you appeared before us two years ago, you had ¢ 
list of the members of the executive which did not include all those names, 
but was composed of the president, the vice-presidents and the secretary. Since 
then, you added all those names to the list of ‘‘directors” of the company which 
we had two years ago? q 


(ext) 
Mr. Gorpon: I am afraid that I cannot follow your question. 


Mr. VAUGHAN: Two years ago following the questioning we did submit, 
I think, to the committee a list of the positions. Is that what you refer to? 


Mr. GREGOIRE: It is what you call a selection. 


(Translation) 


There was the president and seventeen vice-presidents who made up what 
you refer to as the executive and general officers of the Canadian Nationg® 
But today I see that the Canadian National comprises a lot more people thar 
the president and the seventeen vice-presidents who were there before. Does 
this mean that the number of members has increased that much? 4 
(Text) ‘- 

Mr. VAUGHAN: I think that Mr. Grégoire is referring to the annual report 
of that time. This list here shows many more names than appeared at that 
time. The report that you referred to at that time, and the list, merely dealt 
with headquarters’ officers, regional officers, and vice-presidents. But this iss t 
here endeavours to take into account the new reorganization structure of the 
railway. 

You must keep in mind the fact that there are regions such as the St 
Lawrence Region, Atlantic Region, the Great Lakes Region, the Prairie Regigy 
and the Mountain Region. ; 


ar, 


(Translation) | 

Mr. GREGOIRE: Now when you hold a meeting, not of the board of direct 
but of the executive officers, that is of the executive, do all the officers shown 
on page 17 attend? s 
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Mr. Gordon: No. This depends upon the circumstances. We do not call 
together officers of the whole railway to deal with specific matters. This would 
depend on what the situation was. If the matter involved affects the St. 
_ Lawrence Region, for example, we would discuss it with the officers of that 
region. We have a system whereby several times a year we call in all the 
: ‘Vice-Presidents and have a general discussion about company policy and 
_ particular outlook. Then we call in the Regional Vice-Presidents from the 
- Atlantic Region, the St. Lawrence Region, the Great Lakes Region, the Prairie 
Region and the Mountain Region, and together we have a conference. That 
conference might be held in Montreal, Winnipeg or anywhere. 


(Translation) 


|. Mr. GREGOIRE: When you get together to discuss the general problems of 
| the Canadian National do all the people listed here attend, or only the president 
and vice-presidents of the company? 


(Text) 
| Mr. Gorpon: When it is a general conference, yes. We do have meetings on 


other bases at which we would only have the headquarters staff. The head- 
_ quarters vice-presidents may come together at different times. 


(Translation) 


Mr. GREGOIRE: Mr. Gordon, last year you submitted a brief,—I have a copy 
| here,—dealing with the objectives of the Canadian National with regard to the 
_ French-speaking staff of the company. On page 2 of the French version, you 
| mentioned the fact that you wanted to get more competent French-speaking 
| Canadians interested in the positions offered by the Canadian National. Since 
| you were here last, could you tell us approximately how many promotions 
_ there have been, or how many new employees have been taken on for important 
_ position within the Canadian National? 


eText) 
Mr. Gordon: Where is the chart? 
Mr. GREGOIRE: That is on page 2 in the French version. 


Mr. Gorpon: Mind you, we were here only last December which is six 
_months ago and that is not a very long time. As I said before, our general 
' approach is directed toward the question of how best to recognize the equality 
_ of the two official languages to meet the needs of the Canadian public and as 
_ well to ascertain how French Canadians can best realize their legitimate ambi- 
_ tions to play a role in the company based on equality of opportunity and accom- 
_plishment. Since the time I last spoke to you we have been working quietly in 
_ the pursuit of that policy but, as you know, it takes time to do these things and 
| work this out. We have a general summary here in regard to the point that you 
_ Mentioned which gives some indication of the situation. 


Far Translation) 


Mr. GREGOIRE: Mr. Gordon, I am not talking about that yet. I simply want 
to know approximately how many French-speaking Canadians were promoted 
or obtained senior positions in the past six months? 

(Text) 


Mr. Gordon: From January 1, 1963 to March, 1964 I can give you the 
figures. Fifty-six per cent of French Canadians holding positions in our senior 
management have received promotions, appointments or transfers. At the level 
immediately below it, which we call our upper middle management level, 34 per 
i cent of French Canadians received either promotions, appointments or transfers. 
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_ for instance, that the reorganization created an unprecedented situation beca 


elsewhere you mentioned “applications to the Transport Board and co 


Mr. GREGOIRE: Fifty-six per cent at the Hone ees and 34 per cent at 
lower level received promotions, appointments or transfers? . 


Mr. Gordon: That is right. 


(Translation) 


Mr. GREGOIRE: Mr. Gordon, is all the printed matter, are all the folde rs. 
or circulars of the Canadian National now printed in both languages? ‘ 


(Text) 
Mr. GorDON: Yes. 


(Translation) 


Mr. GREGOIRE: Now, another question. In your brief you mentioned, in 
section 2 (b), a program for recruiting French-speaking graduates and ua 
versity students which has been in operation since 1963. Have you the § 
approximate figure of the number of people you have recruited among the ) 
French-speaking graduates and university students during the past year? . 


(Text) 


Mr. Gorpon: As a result of the on-campus interviews conducted by t 
Canadian National Railways under our formal university recruitment program 
ten French Canadian graduates accepted work with the Canadian National 
Railways. That incidentally is 23 per cent of the total graduates hired for 
permament employment with the C.N.R. in 1963. In 1964, this year, of on- 
campus interviews six French Canadian graduates accepted work, which rep- 
resents 26 per cent of the total graduates hired for permanent employment 
all across the country. 


(Translation) 


Mr. GREGOIRE: In the following paragraph, that is, in paragraph (2): 
you mention that practical courses in languages have been given for sor 
time to a limited number of the company’s employees. Are these langualel 
courses given to the French employees so that they can learn English and 1 01 
the English employees so that they can learn French? 


(Text) 


(Translation) 


Mr. GREGOIRE: To the English-speaking employees so that they can lea a 
French. | 


(Text) ‘et 
Mr. GORDON: In respect of the reverse, that is French into English, I do 
not think we have got that worked out but we have it well in hand. i 


Mr. VAUGHAN: Mr. Grégoire, we have just finished installing the langua, 
laboratory with machines, tapes and so on and we are now in the pro 
of organizing the other English instruction programs. 


(Translation) 


Mr. GREGOIRE: One last question, Mr. Gordon, which ties in with sev 
remarks made while you were reading your brief last year, when you mentior 


it enabled French- Canadians to take senior positions in the province of Que 
and you specified in the province of Quebec at that time, and on another occa 
sion you mentioned: “It is expected that several thousand employees of tl 
bilingual areas of Canada will be able to take advantage of this training”, an 


pertaining thereto are now being prepared in the two languages for the 


Ar 
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al councils dealing with public services, when such applications concern a_ 
unicipality in the province of Quebec’. Now does this work for the purpose of 
culturalizing” or “bilingualizing” the Canadian National, according to the 
ree passages I have just quoted, only apply to bilingual areas of Canada or 
to the province of Québec, or to the entire country? 

(Text) 

4 Mr. Gorpon: For example, in filing documents with municipalities, which 
is one example you gave, we file them in two languages wherever there seems 
ie to be a need for doing so, but we do not make a practice of providing all docu- 
_™ents in both languages all across Canada. 

An hon. Memper: That would be ridiculous. 

(Translation) 


Mr. GREGOIRE: For example in towns in Alberta, or cities such as Edmonton, 
where English is mainly spoken but where there may be some French-speaking 
aldermen, and there are a number of cities, Windsor, Winnipeg, London, Sarnia, 
Moncton or Fredericton, do you intend to apply this practice to the entire 


country, in areas outside the province of Quebec or in areas that are not 
officially bilingual. 


Mr. Gorpon: That works in this way. Our local officials are well aware 
at we are prepared to provide any document in both languages when there is 
need. Our local official, therefore, is aware, when there may be a group of — 
French speaking Canadians who would like to receive this in both languages, 


that he can provide it in bilingual form. We do not do that when there does 
not seem to be a demand for it. 


( Translation) 


Mr. GreEcorreE: Then I will put my question in another way. Let us suppose 
that forms have to be prepared for the town of Jonquiere, in my riding, where 
99% of the people are French-speaking, would such forms be automatically | 
prepared in English and French or would they be prepared in French, and then 
in English only on request? 

(Text) 

| -Mr. Vaucuan: That is right. 

| Mr. Gorvon: Yes, that would be right. 

| (Translation) 


| Mr. Grécorre: So in some areas you only prepare them in French and in 
| others only in English, but in general you try to prepare them in both 
| languages? 

| (Text) 

12 Mr. GORDON: Yes, that is correct. 
. | (Translation) 


| -Mr. Gr&corre: Well that is all Mr. Gordon. Mr. Chairman, before finishing 
I would just like to tell Mr. Gordon that last year when Mr. Fisher asked me 
\to move that he be congratulated, I agreed to congratulate him on the plan 
1e suggested but I said that we would wait and see what results it would bring, 
\that we considered the plan a very fine one but that we would wait and see 
|what results it would bring before congratulating him unreservedly. From 
the questions we have asked Mr. Gordon and the answers he has given I 
think we can be satisfied with the work the Canadian National are doing 
‘in order to promote bilingualism in this Crown Corporation. 


*~ ee) 
= 


296 STANDING COMMITTEE 


(Text) 
The CHAIRMAN: Mr. Cadieu? : ' 
Some hon. MEMBERS: Carried. | a 
Mr. Capieu: Mr. Chairman, I am going to forego asking a lot of the 
questions I intended to ask because they have been covered by Mr. Horner 
in respect of rail line abandonment. In view of the explanation given by the 
minister and Mr. Gordon I feel we are going to have the opportunity of aeballl 
rail line abandonment before any further steps are taken. a 
I should like to ask a question to follow up one other ‘situation. Th e 
Canadian National Railways did have a colonizational development branch 
in respect of agriculture. Does it still maintain such an organization? ; 
Mr. Gorpon: Yes, we have it in our organization but not under that at 
specific name. It has been blended in with our sales department. 


Mr. VAUGHAN: Yes. . 
Mr. Capieu: For many years this organization did a lot of work in 
respect of developing new branch lines. The colonization department interested 
many settlers in going to areas to develop farms and build farm homes or a 
the basis of an indication by the Canadian National Railways that it would 
provide them with a railway. Do you not think that the Canadian National 
Railways is lax in respect of not completing those lines, and I refer, as an 
example, to the line between Frenchman Butte and Heinsburg, Alberta and 
for allowing these people to go in there to spend their lives building up homes, 
settlements and very fine farms? I might suggest the same thing in respect of 
the line between St. Walburg and Grand Centre, Alberta where the grade was 
put in but after settlers went in there to develop this country the steel w. 
never laid? You are now coming up with a proposal for the abandonment of 
the Turtleford-Medstead-Shellbrook line. This will result in a lack of service 
to this whole area. I think the Canadian National have the responsibility f 
completing these gaps. I think these people were misled when they were made 
to feel they were going to be located on a rail line when they went in and 
settled this country. They built fine homes and worked their farms into 
good shape and now the Canadian National has not lived up to their promise. I 
think there has been some mismanagement involved here. The line was 
able to pay because it was not, in fact, finished. It was impossible for the 
line to pay because, as I said, these gaps were not filled in. a 
I feel very strongly about this. However, I was pleased to some extent 
when you mentioned the other day you were willing to take another look 
at these gaps, and I hope you do. B 
There is one other question I would like to put. What is being don j 
respect of the co-operation between the two main lines, the Canadian Nati 
and Canadian Pacific, in respect of the running rights, which I feel has bee 
detrimental to this country. oe 
The CHAIRMAN: Shall the report carry? 
Some hon. MempBers: Carried. _ 
Mr. Horner (Acadia): I have one question in respect of rail line abando n- 
ment. Have you applied for abandonment to the board of transport com! mis- 
sioners, and do they have to hear you even though there is legislation before 
the House of Commons? z 
Mr. GorDoNn: Technically, yes. 
Mr. Horner (Acadia): And they have to hear the Canadian Pacific as w uF 
Mr. Gorpon: Yes, they have to. They have a statutory duty to do so 
by agreement, we have filed these applications with a request to defer 
sideration. In other words, we have foregone our right to appear by filin 
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application with a request to postpone and not deal with the application until 
the MacPherson commission legislation is enacted. 

The CHAIRMAN: Shall the report carry? 

Some hon. MEMBERS: Agreed. 

) Mr. HorRNER (Acadia): I have one further question to put to the Minister 
iof Transport. Do you see any error in this logic, that you bring the MacPherson 
commission report into the House of Commons, give it top priority over other 
legislation, let it come before this committee, and then let it go back to what 
you consider real top priority. 

Mr. PICKERSGILL: I think maybe, Mr. Horner,—at least that is my opinion— 
we should be very cautious about this. 

i I never have said that this legislation had top priority. This is not my 
pusiness in the cabinet. I had something to do with it last session but this 
session I am not one of the ministers that primarily decides. The Prime Minister 
and the leader of the house make the recommendations in respect of top 
oriority. 

I have insisted and I continue to insist that this is a very important legisla- 
ion. But, I am only one member of the government. And, this government, 
ike every other government, has to settle the order in which we bring our 


egislation forward. I cannot settle it. It is settled by the whole cabinet and, 


primarily, by the Prime Minister. 

Mr. HoRNER (Acadia): I think evidence before this committee bears out 
he fact that there are two very important pieces of legislation pending in 
respect of the well being of the economy. All I am asking is do you see any- 
hing wrong with the logic of bringing in the MacPherson royal commission 
‘eport, giving it first and second reading, and then putting it in number one 
»osition over the flag, for instance? 

An hon. MEMBER: Go on. 

_ Mr. Horner (Acadia): And, then come back to the flag issue while the 
iommittee is studying the MacPherson royal commission report. 

Mr. PICKERSGILL: If we could do that by agreement and go through all 
nose stages without any debate and bring it to the committee and have 
he debate here, I would be very much interested, but it is a question of time. 

_ The CHarrman: Order. 

Will someone move the adoption of the report? 

Mr. Luoyp: I so move. 

Mr. Matte: I second the motion. 

Some hon. MEMBERS: Agreed. 

Mr. LACHANCE: You are filibustering the flag. 

| Mr. Horner (Acadia): Who is filibustering the flag? Because someone 
deaks in this committee for five minutes you think I am filibustering this 
ommittee. 

_ Mr. Luoyp: I think all members should realize that they will have other 
Nportunities to discuss the subject matter. I think the matters before us 


The CHAIRMAN: The report has been carried. 

Shall the Canadian National Railways capital and operating budget carry? 
Some hon. MEMBERS: Carried. 

The CHAIRMAN: Shall the auditor’s report to parliament carry? 

Some hon. MEMBERS: Carried. 
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“The CHAIRMAN: “hall the ‘annual report of the Cana 
ways securities trust carry?) 7. Gates fe Res 
Some hon. MEMBERS: Carried. | i . ue 


on ee Tec de ‘Air Lines, Say on Monday. morning. I woul be ee r 
to so move. ; 
The CHAIRMAN: It was my intention to proceed with that report on I 
day morning at 10 o’clock, but there are very few, like me, who get 
that early. 
Mr. FISHER: Why not on Tuesday? 
The CHAIRMAN: ieenstane: would be uae: 


sey on Monday Hecause i have eae a previous eneawericnt to ou S01 
where else on government business, but I would suggest that we meet 
4. o’clock on eueuasl afternoon. . 


afternoon at 4 te 
Mr. PICKERSGILL: I would like to state that Mr. McGregor told me 


next week. 
Mr. HorNER (Acadia): I am in agreement with that. 
Some hon. MEMBER: Agreed. iat 
—The committee adjourned. 
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MINUTES OF PROCEEDINGS 


Monpbay, June 22, 1964. 
(10) 


i The Standing Committee on Railways, Canals and Telegraph Lines met 
| at 4:04 o’clock p.m. this day. The Chairman, Mr. Richard, presided. 


i: Members present: Messrs. Basford, Berger, Cadieu, Cantelon, Cantin, 
Cooper, Crossman, Crouse, Fisher, Grégoire, Hahn, Irvine, Lachance, Lamb, 
| Lloyd, Macdonald, MacEwan, Marcoux, Matte, McBain, McN ulty, Muir (Lisgar), 
_ Nugent, Pascoe, Prittie, Pugh, Rhéaume, Richard, Rock, Stenson, Tucker (31). 


__ Also present: The Honourable John Whitney Pickersgill, Minister of 
_ Transport. 


q In attendance: From Trans-Canada Air Lines: Messrs. G. R. McGregor, 
| President, W. S. Harvey, Vice-President, Finance, J. L. Rood, Director of Flight 
| Operations, R. C. MacInnes, Director of Public Relations, D. W. Benson, 


Assistant Director, Passenger Service, A. J. Gauthier, Area Manager, Govern- 
| ment and Public Relations. 


if The Chairman welcomed the Officials from Trans-Canada Air Lines, 
especially Mr. G. R. McGregor, President, whom he invited to read the 1963 
| T.C.A. Annual Report. However, the Committee agreed to dispense Mr. 


McGregor from reading the Annual Report but on the contrary proceeded on 
-a section by section questioning. 


The following sections were carried unanimously; namely: “Financial” 
and “Insurance Reserve Fund”. 


. Then Mr. Nugent asked the Minister of Transport to table the Trans-Canada 
| Air Lines Contract. The Minister undertook to do so. 


On section intituled “Service and Traffic Growth”, at 5:55 o’clock p.m. the 
| Committee adjourned until 8:00 o’clock p.m. this evening. 


EVENING SITTING 
(11) 


The Standing Committee on Railways, Canals and Telegraph Lines re- 


‘Convened at 8:05 o’clock p.m. this evening. The Chairman, Mr. Richard, 
presided. 


Members present: Messrs. Basford, Berger, Cantelon, Cantin, Crouse, 
Fisher, Granger, Guay, Hahn, Irvine, Lachance, MacEwan, Marcoux, Matte, 
Muir (Lisgar), Pascoe, Prittie, Rhéaume, Richard, Rock, Stenson, Tucker (22). 


In attendance: The same as at this afternoon’s sitting. 


, The Committee resumed consideration of the 1963 Trans-Canada Air Lines 
‘Annual Report. 
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Section intituled “Service and Traffic Growth” was carried unanimously. _ 
And the examination of the witnesses continuing, at 10:30 o’clock p.m. the ¥ 
Committee adjourned until 10:00 o’clock a.m. tomorrow. 


(Please note, that all the evidence adduced in French and translated into — 
English, for the sitting of June 22, 1964, afternoon sitting, was recorded by an — 
electronic recording apparatus pursuant to a recommendation contained in the ~ 
Seventh Report of the Special committee on Procedure and Organization, pre- — 
sented and concurred in, on May 20, 1964.) 


TUESDAY, June 23, 1964. ‘ 

| (12) 4 

The Standing Committee on Railways, Canals and Telegraph Lines met at — 
10:07 o’clock a.m. this day. The Chairman, Mr. Richard, presided. 


_ Members present: Messrs. Balcer, Basford, Beaulé, Béchard, Berger, Brown, a 
Cantelon, Cowan, Crossman, Fisher, Granger, Grégoire, Guay, Hahn, Kindt, — 
MacEwan, Marcoux, McBain, McNulty, Muir (Lisgar), Orlikow, Pascoe, Prittie, z 


Rapp, Rhéaume, Richard, Rock and Tucker. (28) 


In attendance: From Trans-Canada Air Lines: Messrs. G. R. McGregor, — 
President, W. S. Harvey, Vice-President, Finance, J. L. Rood, Director of Flight — 
Operations, R. C. MacInnes, Director of Public Relations, A. J. Gauthier, Area — 
Manager, Government and Public Relations, D. W. Benson, Assistant Director, | 
Passenger Service. a 

The Committee resumed consideration of the 1963 Trans-Canada Air Lines © 
Annual Report. sl 


Sections intituled “Equipment and Facilities”, “Personnel”, and “Outlook” — 
were carried unanimously. a 
Shas am 

The complete 1963 Trans-Canada Air Lines Annual Report was carried — 
unanimously. ae 


The following were also carried unanimously; namely: The Trans-Canada _ 
Air Lines Auditor’s Report to Parliament for the year ended on December 31, 
1963 and the Trans-Canada Air Lines Capital Budget 1964. a 


Mr. Rhéaume suggested that a statement made by the Honourable John > 
Whitney Pickersgill, Minister of Transport, be inserted in the Report of the — 
Committee to the House of Commons. a 

Mr. Berger moved, seconded unanimously, a vote of appreciation and — 
thankfulness to Mr. G. R. McGregor, for his effort to promote bilingualism ~ 
among the employees of the Crown Corporation of which he is the President. — 


The Chairman extended his thanks and those of the Committee to the 
Officials of both The Canadian National Railways and Trans-Canada Air Lines — 


for their patience in answering all the questions posed to them by the members _ 
of the Committee. ‘a 


At 12:38 o’clock p.m. the Committee adjourned to the call of the Chair. 


Maxime Guitard, 
Clerk of the Committee. — 
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EVIDENCE 


Monpay, June 22, 1964 


_ The CHarrmMaAn: Gentlemen, this afternoon we are taking up the report of 
_ Air Canada. 

In attendance with us this afternoon is Mr. G. R. McGregor, president; 
_ Mr. W. S. Harvey, vice-president, finance; Mr. J. L. Rood, director of flight 
_ operations; Mr. A. J. Gauthier, area manager, government and public relations, 
_ and Mr. R. C. MacInnes, director of public relations, who is not here yet but is 
expected later. 

i Mr. McGregor, on behalf of this committee I welcome you and in order to 
_ save time I would ask you to read the report which you have submitted to this 
a committee so that we can consider it. 

Mr. G. R. McGrecor (President, Trans-Canada Air Lines): Thank you, 
_ Mr. Chairman. 

___I would like to indulge in a little preamble beforehand, if I may, and say 
_ there obviously will be repetition and confusion in respect of the name of the 
company. At the moment I perhaps could explain what the situation is as of 
‘es now. A private member’s bill, No. C-2, was passed in the House of Commons. 
_ To a certain extent it was amended in the Senate and then approved by the 
_ Senate, and eventually given royal assent, with the stipulation in the bill that 
its effectiveness would depend on proclamation. So, the bill presently, as I 
_ understand it, is law but not yet proclaimed. The suggested date for proclama- 
_ tion is January 1, 1965. 

There are quite a few legal activities to be indulged in before the name can 
_be changed officially. Such things have to be considered as our route licences 
issued by foreign government air authorities. They have to have a specific date 
on which the official name changes. If anyone uses, or reference is made to, the 
names Air Canada or TCA or Trans-Canada Air Lines we all will realize that 
we are speaking about the same corporation. 

_ Another thing I want to say before I begin reading the report is that I 
am exceedingly grateful to the committee for agreeing to sit today. I find 
myself with a need to be at a board of directors meeting in Vancouver not 
_ many days hence and I am grateful we can start today. 

“ _ The report is dated February 7, 1964, and is addressed to the Minister of 
_ Transport. It reads as follows: 
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ANNUAL REPORT 
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February 7, 1964 
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To the Honourable the Minister of Transport, Ottawa 
i Sir: The Board of Directors submit the annual report of the Trans-Canada 
_ Air Lines system for the year 1963. 


This was a period of contrasts, marked not only by strengthened economic 
_ position but also, near the close of the year, by major tragedy. 
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Bit In 1963 T.C.A. emerged from a three-year period of deficit with a net 
income of $527,875. Earnings before interest expense amounted to $12,146,388 
_ and represented a return on investment of 43 percent compared to 34 per cent 
in the previous year. 
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Four principal factors contributed to this recovery: F 
higher revenue yields per passenger mile resulting mainly from tariff — 


action in the previous year; a modest increase in the volume of sche- — 
duled passenger traffic; a greatly expanded volume of Atlantic charter — 
traffic following increased. T.C.A. participation in this market; further b 


unit cost reductions derived from the higher proportion of total trans- q 


portation provided by DC-8 aircraft. 4 
Offsetting these to a small degree was a decline in the system passenger — 
load factor on scheduled services from 60 per cent to 59 per cent. i 


The system average revenue per passenger mile rose 3 per cent to 6.21¢ 
as tariff revisions introduced during the previous year were in effect for all of 3 
1963. In March a revised family plan tariff for first class travel in North a 
America was introduced. While this tended to lower yields per passenger mile @ 
it increased the volume of first class traffic and improved the first class passen- . 
ger load factor. Canada-Caribbean fares were adjusted in April in accordance a 
with International Air Transport Association agreements. This contributed to — 
better yields on southern services. 


Mr. GREGOIRE: Mr. Chairman, I think everyone received a copy of this © 
annual report approximately one or two months ago. I am sure that every- 3 
one has read it and I think that everyone would be agreeable to dispense © 
with the complete reading of it by Mr. McGregor. I am sure this would — 
hasten the work of the committee and would enable it to do its work. As I 
am sure that everyone has read it I would move that we dispense with the 
reading of it. 4 

The CHAIRMAN: I do not know what the feeling is of the other members q 
of the committee. It has been the practice to read it. But, if it is the general — 
feeling of the committee not to read it I am in your hands in this connection 

Some hon. MEMBERS: Dispense. 


The CHAIRMAN: Well, if you do not object, Mr. McGregor. 
Mr. McGrecor: I certainly do not. 


The CHAIRMAN: That is fine. Is it agreed that the report be taken as read? 
Some hon. MEMBERS: Agreed. a 


Mr. McGrecor: The report is as follows: 4 

Passenger traffic on scheduled services was 3 per cent above the previous © 
year. Total passenger volume on scheduled and charter operations combined ~ 
grew 9 per cent, the growth being mainly provided by Atlantic charter 
traffic which increased nearly eightfold and represented almost one-third of 
total Atlantic passenger travel. 4 

North American passenger growth was less than 2 per cent, with expan- 
sion in the latter part of the year overcoming earlier declines. The high- © 
volume transcontinental routes recorded virtually no change from last year. | 
There were declines on some short-haul routes. The only area of dramatic — 
passenger growth on scheduled services was on the Bermuda and Caribbean — 
routes where traffic increased 31 per cent. a 

System air freight traffic increased 22 per cent. Rapid growth occurred — 
on the Atlantic where DC-8 freighter service was introduced in the early © 
part of the year. Air express volume advanced 7 per cent and air mail 8 
per cent. 4 

The interaction of these yields and growths resulted in total revenues ~ 
reaching $199,390,290, an increase of 9 per cent over the previous year. q 

Unit costs recorded further Significant improvement in 1963. Operating — 
expense per available ton mile dropped from 29.67¢ to 28.15¢., and total 
expense from 31.52¢ to 29.75¢. The chart on page 14 indicates the substantial — 
reduction achieved in unit costs over the past ten years—over 30 per cent 
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below 1954 levels. This is particularly noteworthy in view of the extensive . 
service provided on short-haul routes of low traffic density where costs are — 


significantly higher. 


Expanded DC-8 and Vanguard flying led to an improvement of 18 per cent 4 


in fleet productivity to 3,744 available ton miles per aircraft hour. This 
productivity was subdivided by aircraft types as follows: 


Available Ton Miles 
Per Aircraft Hour 
ELIS 5) 12 ESB MMU Run AL TUL aM Ts Crs 1,200 
WAMTSUAEG } Slice td AN NC SN cn oc 3,858 
121 ice aS Se ME Se IN QC Ee TIE Msn CL 9,082 


This improved fleet productivity was combined with a slight decrease in 
staff to bring about an increase in employee productivity of 16 per cent. 

Capital expenditures in 1963, as in the past, were within the authorized 
budget and amounted to $28,800,000. This total consisted mainly of final pay- 
ments on four DC-8 aircraft, progress payments on another, and _ initial 
payments on six DC-9 aircraft. The expenditures were entirely financed from 
Company resources and required no additional borrowings. As a result, the 
outstanding debt was unchanged from the 1962 year-end level and interest 
charges for 1963 increased by a relatively small amount. 

Depreciation rose 13 per cent, principally reflecting the additional invest- 
ment in flight equipment. The Company continued to depreciate its aircraft, 
ground equipment and buildings in the same manner and at the same rates 
as in recent years. This procedure provides for the systematic write-off of each 
asset over its estimated useful service life, down to a residual value. Such 
practice is common throughout the airline industry. 


Insurance Reserve/Fund 


A major DC-8 accident in the month of November seriously affected the _ 


Company’s self-insurance reserve. The write-off of the book value of this 4 
aircraft depleted the reserve by $7,114,000. Accruals to the reserve in 1963. 


totalled $3,950,000, being an estimate of the premium expense of outside under- 
_ writing. The year-end balance of $5,982,000 reflects these transactions. 


A second DC-8 was extensively damaged at London, England, and further a 
charges arising from both accidents could conceivably reach $7,200,000. It is 7 


anticipated that the year-end balance, together with accruals made during 


1964, will be sufficient to meet these added charges. Therefore it is not expected — ‘ 
that the fund will be put into a deficit position as a result of these accidents. 
However, unless it is possible to increase the annual accrual to an amount 
greater than the estimated premium cost of outside insurance, the fund will - 
not attain for several years the $10 million level established by the Board of _ 


Directors. 


Service and Traffic Growth 


The 3,883,590 passengers carried on scheduled services by T.C.A. in 1963 — j 


Tepresented only a slight increase from the previous year’s total, but because 


of a longer average journey, revenue Passenger miles rose by 3 per cent. 


_ While this could be regarded as a healthy growth, it was, nevertheless, a 
Substantial decline from the 7 per cent increase in passenger traffic recorded 


in 1962 and lends support to the Company’s conviction that dramatic annual 
increases in domestic air travel can no longer be counted upon and that ing 


future years variations in air transportation volume will be much more directly 
_ linked to the general condition of the nation’s economy. ih 
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Me To accommodate the additional traffic 5 per cent more seat miles were 
, made available. This too represented a marked contrast with the preceding year 
when passenger capacity rose by 14 per cent: 

oS There was a very substantial growth of air freight traffic, 32,000,000 ton 
; miles being flown, an increase of 22 per cent. Air express traffic rose 7 per cent 
4 to 3,800,000 ton Miles. This gratifying trend was due to a variety of factors, 
i including more cargo capacity on jet aircraft, the efforts by government and 
by industry to win new export markets for Canada, the lifting of Canadian 
import surcharges and the concentrated air freight sales program conducted 
by the airline. 

DC-8 aircraft in mixed passenger/cargo configuration joined the standard 
DC-8s on the trans-Atlantic route and in October scheduled jet freight service 
was inaugurated between Montreal, Toronto, Winnipeg, Edmonton and Van- 
_ couver with each flight capable of carrying up to 45,000 pounds of cargo. These 
_ developments made possible a through jet freighter service between Van- 
couver and London three days a week, providing Western Canada with one- 
day transportation to and from the United Kingdom. 

In terms of total traffic, revenue ton miles increased by 10 per cent while 

available ton miles rose by 13 per cent. 
; The quality of the transportation service offered by the airline was im- 
proved by greater use of jet equipment and by the substitution of the larger 
and faster propeller turbine Vanguards for Viscounts on some routes. In the 
_ summer months five transcontinental jet flights were operated daily while 
on the Atlantic 26 such flights were scheduled weekly providing more than 
3,400 seats in each direction. 

TCA recognizes that the ultimate test of the quality of its service is the 
extent to which it satisfies the public. Because of this fundamental interest 
the Company continued to devote time and money to a quality measurement 
program that has been in effect for fifteen years. Involved were periodic 
passenger opinion surveys and a methodical and objective sampling of service 
quality in such areas of primary customer concern as reservations, ticket and 
airport counters, operating regularity, aircraft and cabin servicing, prompt- 
ness of baggage delivery and air freight service. Very high standards are 
used in quality evaluation and the findings are employed by management to 
determine the service areas on which supervisory attention should be con- 
centrated. 

In 1963 TCA marked its twentieth year of Trans-Atlantic service and 
its fifteenth year of operations to the Caribbean, providing record capacity 
and carrying record traffic totals on both routes. 

Because of the inability of the airports at Brandon, Yorkton, Swift Cur- 
rent and Medicine Hat to accommodate Viscount aircraft, the smallest in 
T.C.A.’s turbine fleet, it became necessary for the airline to withdraw its 
service from those communities. A transfer of the operation to TransAir was, 
however, negotiated with the approval of the federal authorities and that 
company commenced operations on April 15. At the time T.C.A. disposed 
of its two remaining DC-3s, bringing to an end its operation of piston engined 
aircraft. 

In September, Viscount service was inaugurated at Trois-Riviéres on 
the Montreal-Quebec City route. 

Throughout the year sales efforts were intensive. T.C.A. conducted, for 
the purpose of increasing air travel from Canada to the United Kingdom 
and Continental Europe, a major stimulative advertising campaign with satis- 
factory results. The quality of the promotional effort remained high with 
T.C.A. being named the top Canadian transportation advertiser for 1963. A 
company film was judged to be the best Canadian travel film of the year in 
the Canadian Tourist Association’s film contest. 
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Continued cooperation with the Canadian postal service produced in 
1963 a new record volume of domestic air mail, with further improvement in 
the high standard of service accorded this priority traffic. The rise in domestic 
mail to 11,300,000 ton miles during the year had also the planned effect of 
lowering the unit cost to the Post Office Department from a yearly average 
of 68c. per ton mile in 1962 to 65c. per ton mile in 1963. The agreement which 
has produced, year after year, this healthy relationship between volume and 
unit cost, has been in effect now for thirteen years without any change in 
the basic formula. It is unique and responsible in large measure for the fact 
that Canadians enjoy the highest standard of air mail service in the world 
at lowest cost. 

Record volumes of air mail were also transported on international routes. 
Agreements were completed with three foreign airlines for reciprocal trans- 
portation of national mail on bilateral routes. These foreign airlines have under- 
taken to carry air mail of Canadian origin to their countries on T.C.A.’s behalf 
while T.C.A. in return carries their national air mail to Canada under the same 
terms and conditions. Experience in 1963 has shown that these arrangements, 
the first of their kind in international civil aviation, are not only mutually bene- 
ficial to the airlines concerned, but have brought about significant improvement 
in the quality of international air mail service. 

At International Air Transport Association conferences T.C.A. played a 
leading role in efforts to reduce North Atlantic fares. This endeavour has met 


with a considerable degree of success and the Company is convinced that if it 


had not been for the stand it took, sometimes alone among the international 
carriers, the fares probably to become effective April 1, 1964 would be at a 
higher level. 

In general, the domestic passenger fare structure was static. Unhappily, 
the problem of the transcontinental fare differential between T.C.A. and Cana- 
dian Pacific Airlines remained unresolved in spite of the best efforts of T.C.A. 
to arrive at a solution. 4 

Air freight rates between Canada and the Caribbean were lowered three 
times during the year, providing special impetus to an already expanding 
market. 

The continuation of the established commercial agreement with British 
Overseas Airways Corporation on the North Atlantic again proved economically 
sound and contributed to more effective scheduling and high standards of trans- 


- portation service. 


At the close of the year T.C.A., the ninth largest airline in the free world, 


_ was operating over 37,267 route miles linking Canada, the United States, the 


British Isles, Continental Europe and the Caribbean. This far flung route pat- 
tern is illustrated on pages 12 and 13. 


Equipment and Facilities 


The T.C.A. fleet committed to line service at the close of 1963 consisted of 
75 aircraft: 13 DC-8s, 22 Vanguards and 40 Viscounts. In addition, one DC-8 
was under repair and six Viscounts were surplus. Two other Viscounts were sold 
during the year. The Company’s flight equipment, all-turbine in nature, was 
well balanced and carefully selected to provide good service on the wide variety 
of long, medium and short haul operations called for by the route pattern. 
Delivery was taken of four more DC-8s. These were equipped with Pratt and 


_ Whitney fan engines and designed for great load flexibility either as all-cargo 


or all-passenger transports or in a combination of both. 

A catastrophic accident occurred on November 29 when a DC-8 crashed at 
Ste. Therese, Quebec, shortly after take-off from Dorval with the complete loss 
of life of the 111 passengers and seven crew members. The aircraft was totally 
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destroyed. This was T.C.A.’s first major accident with turbine powered aircraft 
in the eight years that it has operated such equipment. . 

Earlier in November another DC-8 was seriously damaged on take-off at 
London airport when it ran beyond the end of the runway and came to rest in a 
field. In this case there were no casualties and the aircraft was not damaged 
beyond economical repair. 

There is no apparent relationship between the two accidents. The London 
occurrence was due to an aborted take-off, the reason for which has not yet 
been reported by the Government investigators involved. The Ste. Therese 
tragedy, on the other hand, apparently resulted from some catastrophic occur- 
rence in flight. At London the aircraft involved was of the mixed passenger/ 
cargo type, while at Ste. Therese the DC-8 was of an all-passenger configuration. 


T.C.A. ended, later in 1963, an intensive two-year evaluation of all jet 
aircraft that could be considered as candidates to replace and to complement 
the propeller-turbine aircraft now in service on the short to medium range 
routes. This thorough technical study was given to five aircraft types which 
would be available for delivery in 1966, when required by the Company. All 
called for the engines to be mounted at the rear of the aircraft. Three types were 
twin-engined, while the others had three engines. On the completion of this 
analysis it was apparent that for T.C.A.’s specific requirements, the Douglas 
DC-9 twin jet aircraft enjoyed a substantial superiority. An initial order was 
placed for six of them, having a total value of not more than $24,000,000. 

The airline achieved the highest level of operating regularity in its history, 
its performance comparing very favourably with general industry standards. 
“On time” performance set new records of excellence. 99% of all scheduled 
mileage was completed. 

All three types of turbine powered aircraft in the Company’s fleet per- 
formed well and too much credit cannot be given to the airline’s technical staff. 
The careful selection and care of its aircraft is T.C.A.’s primary consideration 
and responsibility. Indicative of the high calibre of the flight equipment and its 
maintenance was the further extension of the service life between overhauls of 
the Rolls Royce Dart engines of Viscount aircraft to 4,900 hours. This was by far 
the best service life achieved by an engine in the air transportation industry. 

A new base was completed at Halifax in May to provide line maintenance 
for aircraft serving the Atlantic Provinces. 


New and superior sales offices were opened in Winnipeg and in Montreal’s — 


Place Ville Marie. Other sales quarters were expanded and refurbished in a 
number of Canadian cities. In the British Isles attractive new offices opened in 
Glasgow and Dublin. Modest “off-line” quarters were established in Birming- 
ham and Manchester to widen the Company’s Overseas sales coverage. 


Because of the major program of airport terminal building construction by @ 


the Department of Transport, the Company’s airport passenger handling 
facilities benefited tremendously at many points. Canada’s airports are rapidly 
reaching a very high level of excellence because of the department’s activities 
and clearly compare well with those of other nations. T.C.A. was again happy 
to associate itself with this work. Unfortunately, the problem of finding suitable 
airport accommodation at New York remained unresolved. 

The new electronic reservations system, knows as ReserVec, went into full 
operation. Passengers across Canada and in those areas of the United States 
served by T.C.A. are now able to obtain almost instantaneous confirmation of 
reservations requests. The new equipment was introduced with a minimum of 


complication and has largely eliminated reservations errors. ReserVec, designed — 
and manufactured in Canada, is the most modern system of its kind in the 4 


world and a credit to Canadian technology. 
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bilateral air agreement between Canada and the United States are realized. 


ment is being viewed by the industry with mixed feelings, it is however a fact 4 


Personnel yu SOR ae ee tee Gane Rha Ree 


T.C.A. employees at year-end numbered 11,330. The majority of these are 
highly qualified specialists in various fields of air transportation and together 
comprise a closely knit team with an invaluable accumulation of experience. 


Negotiations with unions representing various groups of T.C.A. employees, 
while protracted in some cases, all ended in agreement and the airline added 
another year to its long history of trouble-free industrial relations. 


One feature of the new agreement with the Canadian Air Line Flight 
Attendants Association was provision for a completely English/French bilingual 
Montreal base for stewardesses and pursers. This policy, to take effect early 
in 1965, will ensure that almost all domestic flights east of Toronto and flights to 
continental Europe will be completely staffed by bilingual flight attendants. 
Other steps were taken to encourage an increase of bilingualism throughout 
the airline, bearing in mind the Company’s responsibility to provide a truly 
national service and to meet the requirements of international markets. 

Mr. F. T. Wood, Vice-President of Corporate Services, and one of the airline’s 
first employees, resigned to assume the chairmanship of the Canadian air 
transport board. His counsel will be missed, but the company is pleased that 
his wide experience is now available to the broad administration of Canadian 
aviation policy. 

The performance of personnel was again characterized by hard work and 
efficiency and the airline’s men and women remained its greatest asset. 


Outlook 


Although replenishment of the insurance reserve will severely curtail net — 
earnings for the next three years, in 1964 the company looks forward with | 
confidence to another year of expanding service and growing economic strength. | 
Domestic passenger traffic should increase at about the rate of growth of the j 
gross national product, or between three and five per cent. It is hoped that there 
will be a marked growth of trans-Atlantic travel as a result of lower fares, q 
even though these will reduce unit yields. The company, through its IATA | 
membership, will continue to press in the future for inexpensive international | 
air travel. The rapid increase in traffic to southern destinations gives promise 
of further major improvement. 


The potential for air cargo is very great and every effort will be made to 
develop this business both at home and abroad. 


Given the currently forecast increase in traffic and the reduction of unit 
operating costs for which the airline will strive, a profit can be anticipated 
again in 1964. 


Flight frequencies and schedules will be tailored to the increasing demand _ 
for air transportation. The company is well equipped with aircraft for this pur- 


pose and will, in 1964, take delivery of two additional DC-8s. Another Van- 
guard will also enter service. 


No major route extensions are at present contemplated, although the com-_ i 


pany remains constantly alert to interesting possibilities and it is conceivable 4 
that this forecast could change, particularly if present hopes for a better j 


All necessary advance planning and preparation will be made for the — 
introduction of the short to medium range twin jet DC-9 aircraft into service — 
in approximately two years time. The technical staff will continue to evaluate — 
new aircraft types, with special emphasis upon the supersonic equipment that 
will be available in about seven years. While this major technological develop- — 
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In a highly competitive international industry T.C.A. will endeavour to i 
iaintain the highest service standards, both at home and overseas. The com- F 


any, now in its second quarter century, has grown far beyond the stature of —_ 
domestic carrier and is recognized as one of the world’s major transportation —> 
rganizations. As such it has an obligation to represent Canada well and this _ ! 
will be a common objective of management and personnel. As a major public ifs 
utility the company is, above all, keenly aware of its duty to provide BOOd osha 
service on as wide a scale as is economically practical and at the lowest possible 


price to its customers. Pe | 
For the Directors, 

G. R. McGREGOR, | s 

President. ‘ 
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STANDING COMMITTEE 


STATEMENT OF INCOME 


1962 


OPERATING REVENUES 1963 
Passenger 03.07.50 0 sta i ees $ 167,653,374 $ 158,791,609 : 
Express and freight ........... 12,247,478 10,463,264 
Mail cas Sosc ds as See eee 10,942,602 10,561,669 ; 
Excess. baggage™, .. sc aeaan see 897,568 888,825 
Charter. c13 SPS Oke ee eee 5,590,675 1,188,101 
Incidental services—net ........ 2,058,593 1,579,999 


OPERATING EXPENSES 


$ 199,390,290 


$ 183,473,467 


lying operations... (ake. oa $ 42,773,963 $ 37,796,217 i 
Maintenance >..¢:5) hoe ae ak 39,242,218 38,826,563 
Passenger service ...........-.. 13,339,644 13,356,686 j 
Aircraft and traffic servicing .... 28,948,231 27,338,845 
Sales and promotion .......... 29,289,632 27,879,968 
General and administrative ..... $8,222,727 7,622,699 


INCOME FROM OPERATIONS .......... 


$ 161,816,415 


$ 37,573,875 


$ 152,820,978 


$ 30,652,489 


Depreciation and amortization . 26,305,349 23,257,274 

GEERATING “PROFIT |: ii). huge see Lee $ 11,268,526 $° o> 7.395.2 05 

Non-operating income—net .... 877,862 582,936 

INCOME BEFORE INTEREST EXPENSE .. $ 12,146,388 $:.) FST 5t 

Interest on loans and debentures. 11,618,513 11,518,776 

NET INCOME OR (DEFICIT) .......... $ 527,875 $ (3,540,625) 
AUDITORS’ REPORT 


To The Honourable, The Minister of Transport, 
Ottawa, Canada. 


We have examined the balance sheet of Trans-Canada Air Lines as at. 
December 31, 1963 and the statement of income for the year ended on that 
date. Our examination included a general review of the accounting pro- 
cedures and such tests of accounting records and other supporting evidence 
as we considered necessary in the circumstances. 4 

In our opinion, the accompanying balance sheet and the related state- 
ment of income, when read in conjunction with the notes thereto, are properly 
drawn up, in accordance with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year, so as to give a true 
and fair view of the state of affairs of the Corporation at December 31, 1963 
and of the results of its operations for the year ended on that date, according 
to the best of our information and the explanations given to us and as shown 
by the books of the Corporation. 

We further report that, in our opinion, proper books of account have been 
kept by the Corporation and the transactions that have come under our notice 
have been within the powers of the Corporation. 


McDONALD, CURRIE & CO., 


FEBRUARY 7, 1964. Chartered Accountants. 
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SIGNIFICANT STATISTICS 


} 1963 1962 Change 
j % 
yi Revenue Passengers Carried 
t —Scheduled .....2..... 3,883,590 3,837,491 + 1 
: Bot MATOS eS ae t 82,957 27,917 +197 
oe Poe OGAL Weir  IGAR teh ate) 3,966,547 3,865,408 + 3 
; Revenue Passenger Miles (000’s) 

SFepege 0125 LEAL 8 Saami Mal eet 2,701,899 2,629,285 aes. 
ree NATE ike oy ie t 185,340 30,293 +512 
se ROE tes Be ore SE iat 2,887,239 2,659,578 + 9 

‘ Mail Ton Miles (000’s) ........ 13,859 12,862 + 8 
: Express Ton Miles (000’s) .... 3,758 3,516 + 7 
k Freight Ton Miles (000’s) ..... eS PAS UPA 26,311 + 22 
‘ Revenue Ton Miles (000’s) .... 331,114 301,506 + 10 
| Available Seat Miles (000’s) .. 4,843,790 4,414,895 + 10 
: Available Ton Miles (000’s) ... 668,394 593,411 + 13 
‘ Revenue Passenger Load Factor 99.6% 60.2% 

Weight Load Factor .......... 49.5% 50.8% 
Average Flight Stage Length 
saggl L Ted the Seyeteee Ca SERRE: St 363 356 + 2 

d Average Passenger Journey 
SEEM GS Maree a Aa 696 685 + 2 

Available Ton Miles per Aircraft 
; PE pee eee ee 3,744 3,178 + 18 
Average Number of Employees 11,587 11,907 — 8 
; Available Ton Miles per 
Employee is, oo Re 57,685 49,837 + 16 


*Excludes charter. 


The CHAIRMAN: We now will proceed with the first item, “financial”. I 
_ would ask for your co-operation in that when we are discussing one item we 
- will not put questions in respect of other items at the same time. As you will 
- note, there are paragraphs in respect of services, facilities and so on which 
- are independent of the paragraph in respect of financial matters. As I say, I 
_ hope we will stick to the item in question. The first heading is “financial’’. 
_ (Translation) | 

The CHAIRMAN: Mr. Marcoux. 


Mr. Marcoux: Mr. McGregor, I have a question to put to you on the 

_ subject of Air Canada’s financial organization. Each year we see Canadian 

_ National asking a certain amount for their operations and there is always in- 
cluded in these operations a portion which goes back to Air Canada. I would 
like to know whether this practice will go on indefinitely or if the day will 

_ come when the two financial situations of Air Canada and the Canadian Na- 

tional will be entirely separate? 

(Text) 


: Mr. McGregor: I am afraid there may be a misunderstanding about this. 
_ Our financial operations are entirely separate; there is no connection whatso- 
ever. There is no money paid by the Canadian National to Trans-Canada Air 
Lines or Air Canada unless we indulge in new financing, in which case we 
borrow the money required as capital money, not as operating money, from 
_ the Canadian National who, in turn, borrow it from the government. We pay 
the Canadian National the same interest rate that they are required to pay 
_for the money they borrow on our behalf. . 


il ae 
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(Translation) 

Mr. Marcoux: Do you believe that this is a procedure which makes things 
easier for you or is it simply that you want capital sums that you need your- 
selves to be charged against the Canadian National? 


(Text) 

Mr. McGrecor: I do not know that the system makes the situation any 
easier for Air Canada. It has been in force ever since the company commenced 
and, as you know, Air Canada is officially designated as a wholly owned affiliate 
of the Canadian National. That is, the Canadian National owns all our issued 
capital stock. It could be done directly as direct borrowings, I suppose, as 
easily, in which case our budget would be submitted very much in the same 
manner as it now is. But, basically speaking, I think it is a form of usage that 
has grown up over the years and has been continued because no one has decided 
to change it. 


(Translation) 


Mr. Marcoux: Because Mr. Gordon told us that transportation companies, 
for example trucking companies, which were bought by Canadian National 
operated quite differently; all their assets are completely different from those 
of the CN and, as a representative of the people, as a member, I feel the people 
have a right to expect Air Canada to be able to be completely separate from 
the CN as regards their capital financing. 


(Text) 


Mr. McGrecor: Well, so it is, Mr. Marcoux, completely distinct, except 
that they act as an intermediary between the government and Air Canada 
so far as the borrowing of new money is concerned. Trans-Canada Air Lines © 
has borrowed no new capital the last two years. The financing of the two — 
companies is kept completely separate. 


(Translation) 
The CHAIRMAN: Mr. Grégoire. 


Mr. GREGOIRE: Mr. McGregor, Mr. Gordon spoke to a considerable extent 
to us this year about recapitalization of CN’s debt. Does Air Canada intend 
to come to us here this year or in the near future with an idea for recapitalization 
or does your amortizement program allow for that? 


(Text) . 


Mr. McGrecor: It is a very enticing prospect to write off one’s debt, but 
we do not have any such thing in mind and I do not see the need for it. Our 
depreciation accruals the last two years have met our capital requirements. This _ 
may not always be the case in view of our expanding fleet but, as I say, 
generally speaking, depreciation accruals. wil] meet our new capital require- © 
ments. 
(Translation) 


Mr. GREGOIRE: A few minutes ago you told Dr. Marcoux that Air Canada — 
had done no new borrowing in the past two years. Now, I notice that, in your — 
comparative results, this year you are paying $99,737 more in interest on — 
loans and liabilities than last year. If you have done no new borrowing, can 
you explain to us where this increase in the amount of interest to be paid 
comes from? . 


(Text) 


Mr. McGrecor: By the last two years I meant 1963 and 1964. We borrowed 
no additional capital in 1963 over 1962. This addition of $100,000 in interest 
was caused by a temporary loan that was in existence for four months. That 
made this difference of $100,000 in interest payments in 1963 over 1962. 
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(Translation) 

Mr. GREGOIRE: And that loan has been repaid since when? 
(Text) 

Mr. McGrecor: Yes. At the end of four months. 
( Translation) 


Mr. GREGOIRE: Which means that in coming years the amount of interest 
on loans and liabilities will not increase. 


(Text) 
Mr. McGrecor: That, I believe, is correct. 


(Translation) 


Mr. GREGOIRE: Does that amount gradually diminish as amortizement funds 
build up? . 
(Text) 

Mr. McGrecor: It should decrease if we do not offset the fully depreciated 
condition on certain aircraft by buying new aircraft. However, I would think 
the present capital at work in the organization—unless it expands in an unlooked 


for way—will be adequate; in fact I do not foresee that we will have to borrow 
new funds this side of 1966. 


(Translation) 


Mr. GREGOIRE: Mr. McGregor, I see that the percentage utilization of seats 
has diminished this year by 1%, I believe, compared with last year and that 
it is something like 59%, at least on re-reading the report that is what I thought 
I had noticed. Now— 


(Text) 


Mr. McGrecor: As I think we have said before, Mr. Grégoire, you and 
your colleagues are travelling over routes that are fairly well patronized, 
whereas the depressing of the load factor occurs off the main line routes 
principally. For instance, this is a system load factor and we may fly a flight 
from here to Paris, and then to Zurich. There may be 10 passengers beyond 
Paris to Zurich, and that depresses the load factor in relation to some of 
the other routes, so does perhaps the route to Val d’Or in the off season period. 

Another thing that affects your impression of the size of the loads that are 
being carried is your tendency, naturally, to travel on Fridays and Sundays 
because you are going to and from your constituency, which is again over a 
heavy route. But the over-all system load factor is a somewhat misguiding 
figure because, as I say, it is an accumulation of the bad days and the good 
days, and on and off peak traffic periods. 


(Translation) 

Mr. GREGOIRE: Now when you call the Air Canada office for reservations 
it is almost always full unless you call a fortnight in advance. How can you 
then explain, seats being taken in a percentage of only 59% and 60%, that one 
has to call two weeks ahead of time to get reservations if they are not filled up? 

The CHAIRMAN: Mr. Grégoire, must we confine our discussions to finance? 

Mr. GREGOIRE: Yes, but there was a mention in the financial review of 


the number of seats that could be utilized. No, I would prefer to deal particularly 
with financing. 


(Text) 


Mr. PuGH: I have one question on the load factor. You mentioned the 
route from Paris to Zurich. By the rules as set down you cannot pick up 
passengers in Paris or Zurich, can you? 


ne STANDING COMMITTEE  —— 


Mr. McGrecor: No, we do not have the fifth freedom privilege, as it. 
is called. Ar 


Mr. PucH: In what countries do you have the fifth freedom privilege, if 
any? 


Mr. McGregor: We have one or two out of Bermuda to other islands 
in the Caribbean. It is the only one that comes to my mind. There is another 
one permitted under the regulations but we do not operate the fifth freedom 
privilege there, it is between Paris and Rome, and no Canadian carrier serves 
both places. 


Mr. FISHER: My first question is addressed to the minister rather than ! 
to Mr. McGregor. The only major point in connection with T.C.A. in which — 
I am interested personally is the whole question of the future relationship of 
T.C.A. and the other air lines, particularly C.P.A., in view of the statement 
which the minister made. I want to find out, first of all, if the minister intends . 
to be with us throughout the committee hearings, and if he does not, could 
he indicate whether he plans at this time to make any statement or remarks 
that might further clarify his position on this whole question? 


Hon. J. W. PIcKERSGILL (Minister of Transport): I would like to make 
a very brief statement right now, and if I might, sir, I would like to explain 
that there are some other matters that are just as pressing as the committee 
meetings—and I do not mean any disrespect to the committee when I say this— | 
which will make it very difficult for me to be here all the time. However, I will 
be here just as much as I can. ; 


On this question of the relations between the two major air lines, and the 
related question of their relations with the regional carriers, I think I could 
give a very brief progress report. I think the members of the committee are 
aware of the fact, which they learned through the C.B.C., that I met the presi- 
dents of the two air lines and their parent companies, and communicated to them 
three principles, which I do not have at hand, but which I think are well known, — 
and I asked the presidents of the two air lines if they would meet together and © 
discuss these three possibilities. I am only referring to the first of these things A 
at the present time, because it does seem to me that they have to be taken _ 
seriatim. My own view is that we cannot settle the relationships between the 
regional carriers and the two principal carriers until the relationships between 
the two principal carriers are settled. 

Now, Mr. McGregor and Mr. McConachie have had at least two meetings, 
and another meeting is going on more or less concurrently with the meeting 
of the committee. I must say I have been quite encouraged by such interim 
reports as I have received from the committee. When I say I have been 
_ encouraged, I mean I have been very much encouraged by the spirit of co- 

operation and good will that there has been in these discussions, and I believe 
very real progress is being made. But I do think, in view of the fact that 


achieved. In the meantime, I am rather hopeful that some time in September — 
we can have a meeting with the regional carriers, and then after that, I could — 
ec, 
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bs perhaps report something on that. I doubt whether it would be very helpful 
at this stage to divert our attention from the terms of reference of the com- 


mittee to this rather speculative field. 


Mr, FISHER: I want to make a point, Mr. Chairman. It may be speculative, 
but some of the questions, for example, that I would like to ask really relate 
to both these issues in terms of the financial report. I will just ask the minister 
one last question: Could he tell us whether in the conversations that he had 
—and which I assume he initiated with the two companies—he went any 
further than he has indicated publicly? 


Mr. PICKERSGILL: No. So far as my position is concerned, what I said to 
the air lines I have also told parliament. 


Mr. FISHER: Mr. McGregor, the last time you were before us you gave 
us information that indicated which routes of T.C.A. were making money and 
which were what we have come to call social routes. Can you bring us up 
to date, informally, on this information? I would particularly like to know 
whether the routes which, as shown by your cost accounting are not paying 
routes fit into the over-all pattern of income. 


Mr. McGrecor: Yes, Mr. Fisher; if I understand your question correctly, 
the pattern has not changed. Basically, the primary contributors to company 
overhead are the transcontinental and trans-Atlantic routes. I think I have 
always said in the past, and in any case I will say again, that I have never felt 
—with apologies to Mr. Harvey—that the accounting on the Caribbean route 
properly reflects the situation because, fortuitously, the peak traffic period of 
the Caribbean route is out of phase with the peak traffic period on trans- — 
Atlantic and transcontinental routes. Therefore, if we were to serve that peak 
traffic period, domestic and trans-Atlantic, we would have to be equipped and 
manned to do so and if it were not for the Caribbean, that equipment and 
personnel would be literally wasting their time in the off-season. However, 
accounting does not take that fortuitous situation easily into account, so the 
answer to your question is that with the possible exception of a few routes, 
mainly transborder, that slide in and out of a break-even position such as 
Toronto-Chicago and occasionally Toronto-New-York, the only two earning 
routes are trans-Atlantic and transcontinental and the rest are, if you wish to 
give them that name, social routes. 


Mr. FISHER: Then there has been no marked change in the pattern in the 
last year in so far as any of these routes are concerned? 

Mr. McGrecor: That is correct, with the exception that one route— 
the prairie milk run route—has ceased to be ours. 

Mr. FISHER: In the negotiations you are having with the other major air 
lines, is this question of the role that regional carriers may play, say, in taking 
over some routes, particularly the ones that are not remunerative, a live topic 
with you? 

Mr. McGrecor: No. It has not come into the discussions so far. Our 
conversations thus far have been confined to areas of transcontinental fare 
differential, which I like to think is resolved—perhaps I should say that I again 
think it is resolved because I have previously thought so two or three times 
in the past, but it did not work out—and reciprocal arrangements with respect 
to the handling of traffic beyond the borders of Canada where, in the past, 
there have been inter-line agreements which have not been to the advantage 
of either Canadian carrier, in principle at least. 

Mr. FISHER: In terms of the financial review that you have here, are there 
any indications that, working with the other major carrier, you may be able 
to offer any reduction of domestic rates—in other words, as a result of this 
financial performance? 
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Mr. McGrecor: Not yet. We have not gone a long distance yet. I think the 
minister is being generous when he congratulates us on the progress we have 
made; we have made progress all right. So far we have not got to the point 
at which we can say that our financial stiuation is better; we have not reached 
the point at which we can make major reductions in the present domestic 
fare structure. 


Mr. FISHER: Have you reached any decision in your plans for going all 
economy? 


Mr. McGregor: No, we have considered it and we have examined it. We 
have talked to the air lines in the United States which are trying this. We 
find surprising differences in opinion as to whether it is a good thing or a 
bad thing. 


Mr. FISHER: In terms of financial income, what has happened with regard 
to something that has been brought up a number of times in this committee 
over the last years, the question of putting on a scheduled service on a but 
type basis in the high traffic routes such as the Germans have done between 
Hamburg and some other places? The United States have introduced this type 
of thing, and one carrier has introduced it in Alberta. 


Mr. McGrecor: Our unhappiness about the non-reserved type of operation, 
to which I think you are referring and which we did operate between Vancouver 
and Victoria immediately prior to the introduction of the ferries, is basically 
that it is very difficult to advise passengers, when one does not know they 
exist as potential passengers, of any irregularity or interruption of the service 
owing to weather. This is particularly trying in the coastal areas. So we are 
not prepared to say that there is nothing in this on high density routes; in fact, 
I expect the next one on which we will try it will be Montreal-Toronto, a route 
on which our present schedule is in the order of 23 flights a day. This could 
probably go on to the non-reserved basis. This is not a very efficient use of 
equipment, however. It means that practically one has to have equipment 
standing by against the possibility of a load developing, and we are sufficiently 
experienced in this business to know that this is almost impossible to predict 
accurately. Surprising little things will suddenly produce a burst of traffic 
that is unlooked for, and if one has not the equipment there and one has a non- 
reserved schedule basis, it is trying for the passengers, and the air line can 
get itself quite a bad name. 


Mr. FISHER: What have you seen as a consequence of the increased com- 
petition on that route, for example, of the lower fare structure of the railways? 


Mr. McGrecor: The so-called red, white and blue fare structure has had 
a discernible effect on our earnings. We say that with some confidence because 
it was introduced by sections, and the first place it was tried was east of 
Montreal to the maritimes; and we certainly noticed a lessening in the rate of 
traffic growth that we had forecast. The red, white and blue was then extended 
to transcontinental routes and we thought that once again we did detect a 
decrease in the rate of traffic growth that we thought we had a right to expect. 


Mr. FISHER: When Mr. Gordon was here before us he placed great emphasis 
on the fact that competition answers with competition. Should this not be an 


argument for you to reduce your fare structure as against their reduced fare 
structure? 


Mr. McGrecor: I do not know, Mr. Fisher. If I read the Canadian National 
Railways annual report correctly, their passenger traffic increased by 15 per 
cent and their passenger traffic revenue increased by one per cent. I do not 
know that this means that it is a good thing necessarily. 


Mr. HAHN: May I start with the statement you made, Mr. McGregor, about 


the so-called social routes, those that are just breaking even, the transborder 3 
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_ routes—Toronto-New York and Toronto-Chicago, and the heavily travelled 
_ Toronto-Montreal route. What sort of load factor would you have on these 
routes? 

Mr. McGrecor: I think I can give you that exactly. 

Mr. RHEAUME: On a point of order, Mr. Chairman, I am sure many of us 
have specific questions on specific routes and so on. I am just glancing at the notes 
other have made. We are hoping to discuss this under service and traffic growth. 
In view of the fact that we did not read the report completely, however, perhaps 
you prefer us just to tee off on any section, and if that is so then we are quite 
happy. However— 

The CHAIRMAN: I asked Mr. Grégoire to limit his questions, and he did so. 
I had hoped that we would limit questions relating to traffic to those which have 
a direct bearing on the financial situation, but I am beginning to think at the 
present time that we are asking specific questions that should be left for service 
and traffic growth. I think that will give everybody a chance to ask those ques- 
tions, but I see very few questions being asked about the financial situation of 
trans-Canada airways and, probably, it is the wish of the committee to pass it. 
Would you mind, Mr. Hahn, if we delayed this? 

Mr. Haun: Not at all. On page 5 under the heading of “Financial” there are 
certain data which deal with the revenues of the company. This is all tied in 
with the business of service and traffic growth. If you want to deal now directly 
with the general financial picture of the company perhaps when we get to 
service and traffic growth we could refer back to it. 

The CHAIRMAN: That is a good idea. 

Mr. McGrecor: There is practically nothing associated with the company 
which does not have a financial connotation. About the only time when we tend 
to go astray is when we are dealing with finances, because everything to some 
degree is financial. 

The CHAIRMAN: Let us try to be financial. 

Mr. PRITTIE: Have there been any questions about the insurance fund lately? 
I realize that is not under financial. 


The CHAIRMAN: Carried. 


[Translation] 


Mr. GREGOIRE: One last, one more question on the financial aspect. Mr. 
McGregor, by keeping the maintenance base in Winnipeg, by not moving it 
to Montreal, what additional expenditures did you incur for the year 1963? 
For the year 1963 alone, what was the additional cost resulting from your having 
the maintenance base in Winnipeg rather than in Montreal? 


[ Text ] 

Mr. McGrecor: The consultant firm which we employed said that the excess 
cost to T.C.A. to maintain the base facility in Winnipeg was $1,000,000 a year, 
approximately. 


[Translation] 


Mr. GREGOIRE: So if that base had been moved to Montreal, you would have 
shown a profit of $1,527,000 instead of $527,000. 


[Text ] 


Mr. McGrecor: As a generality, that is probably correct. On the other hand, 
the company does not feel free to move the base, because it is under a firm 
commitment to its employees in Winnipeg to maintain the base at Winnipeg as 
long as it is operating a substantial number of Viscount aircraft. I think it would 
be very bad personnel relations if we were to break that word. 
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[Translation] Hage etc alist A eae 

Mr. GREGOIRE: My question related less to the agreements entered into by a 
the company than to its financial results. If that agreement had not been entered 
into, you would have a million dollars more in profits to show for the year 1963. 


(Text) 
Mr. McGrecor: If the figures are correct, that is a correct conclusion. 


Mr. Muir (Lisgar): I have a supplementary question. How did you arrive 
at this figure, Mr. McGregor, of $1,000,000? 


Mr. McGrecor: We did not arrive at these figures. We gave all the data of 
the company’s operations to the firm of Dixon, Speas, and they came up with 
this figure in conjunction with four different solutions or hypotheses. One was 
that the base would be closed down and moved from Winnipeg in 1963. That 
showed an improvement of $1,000,000 per year over the second, which was one 
we are fully ready to follow, that the base would not: move until 1966. And 
they went on with two others. One was that the base would not move until 
1972, and the other was that a new aircraft type would be put into the Winnipeg 
base, and that meant something like $40 million for ten years. 


Mr. Muir (Lisgar): I understand that that particular report is under very 
serious question, so serious in fact that the Minister of Transport tabled an 
order in council the other day setting up a commissioner to examine among 
other things the Dixon, Speas report. Do you think it is fair to play around with 
this $1,000,000 a year until we have a final report on this thing? I mean, it does 
not read very well to start with; and if it should be proven that the Dixon, 
Speas report is wrong, then I think that certain allegations which they have made 


would certainly operate against the international airport at Winnipeg or its 
facilities. 


Mr. McGrecor: I think you are quite right about questioning the advisa- 
bility of discussing a basic situation that has been submitted to a commission. 
On the other hand, I have been asked what the figures were. I have not quoted _ 
these as being Air Canada figures, but rather as being Dixon, Speas figures, 
and they are published. 


Mr. Muir (Lisgar): As long as the public realizes that these are not Air a 
Canada figures but Dixon, Speas figures, we would not quarrel with you. But _ 
we are going to continue to quarrel with them until they are proven to be right _ 
or wrong. , 


Mr. NucENT: I want to be sure that I understand correctly that we are on a 
finances, and that we can take up later under ramifications and expansion the | 
statement of the minister after the question by Mr. Fisher about an attempt to — 


reach an agreement between C.P.A. and T.C.A. But right now we are on 
finances. ‘i 


Mr. PICKERSGILL: May I say a word here. By “later” I did not mean during — 
_ the course of the deliberations of the committee at this session of parliament, — 
_ because it does not seem to me that there is anything that Mr. McGregor or I — 
could very usefully add to what I said until the discussions get far enough that 
some definite conclusions are reached. 


Mr. NuGENT: I thought that the minister might like to be here when this y 
matter was discussed. a 


Mr. PICKERSGILL: I hope we would allow the two companies to carry on a 
their own discussions first. a. 
Mr. RHEAUME: Did you not suggest that September 1 was the date when — 
you would hope to be in a position to discuss it? aa 
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Mr. PICKERSGILL: That was the date I hoped when the companies would be 

able to report to me. 

Mr. RHEAUME: You would be fair game after September 1? 

Mr. PICKERSGILL: I think I am always fair game. 

Mr. RHEAUME: I mean fairer than usual. ; 

Mr. PICKERSGILL: I hope that some of the members of the committee feel 


4 as I do, that on September 1 we may be somewhere else rather than here. 


ro 


Mr. GREGOIRE: Where? 


Mr. Muir (Lisgar): I would like to finish my statement. I think this prob- 
ably touches on everything that is financial that we have been talking about at 
the present time. I would like to get back to the Winnipeg air base at a later 


» time. 


Mr. PuGH: My question is, has the air policy of the government been stated 
publicly at the present time, or are you going to wait until after September 1? 


Mr. PICKERSGILL: I thought I had made that very clear. I did tell parliament 


_ there were three principles that the government would like to have followed | 


in air policy. We hoped to get the maximum co-operation from the air lines. 


in working out that policy. I found that a good deal of time was going to be 


needed for discussion between the two major air lines and other discussions 
with the original carriers before I would be in any position to make any state- 
ment of policy. I think the best date we can hope for is some time around 
September 1—and it may not be that soon, because these discussions are not 
easy. The two major air lines may be ina position to report to me in September, 
and I rather hope to have some discussion with the regional carriers. It would 
certainly be some time after that before any final conclusions are reached. 


_ (Translation) 


Mr. GREGOIRE: Did representatives from your department attend these 
meetings? 


(Text) 


The CHAIRMAN: Mr. Nugent was asking a question. 
Mr. PICKERSGILL: No. 
Mr. NuGENT: The reason I brought it up was as a courtesy to the minister; 


he might like to be present when we asked questions dealing with the nego- 


tiations between T.C.A. and C.P.A. and with related matters. I wondered if 
we could go on to that. 


Mr. PICKERSGILL: I think Mr. Nugent was not here when I answered Mr. 
Fisher’s question. I am prepared to repeat my answer. 


Mr. NUGENT: Yes, I was here. 


Mr. PICKERSGILL: I said that I would think it would be a very great mistake 
for Mr. McGregor or for me or anyone else to attempt to say anything until) 
the discussions adjourned finally, because we would limit thereby the capacity 
of the two companies to discuss the matter freely; and until they are ready to 
report I do not think it would be very helpful in reaching any conclusion to 
have a lot of questions asked. 


Mr. NuGENT: I want to clarify the background of the discussion and the 
basis on which the companies might now be discussing these matters. Mr. Mc- 
Gregor mentioned that so far they are only discussing the four differential in- 
terline agreements with the air carriers and so on. The question brought up in 
the committee before was the question as between T.C.A. and C.P.A. That is, 
because of the method under which T.C.A. operates—its agreement with the 
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company, and its relationship with the air transport board, Canadian Pacific — 
Airlines is not on the same footing and does not have the same freedom and — 
flexibility. I would like to ask some questions on that phase at this point. As 
a background to the negotiations between the Trans-Canada Air Lines and ~ 
Canadian Pacific Airlines, I gather from the minister’s statement that the first — 
point may be in respect of the international route where there may be some ~ 
degree of co-operation between T.C.A. and C.P.A. with regard to trans-Atlantic | 
carrying. Is that an objective of the discussions? 


Mr. McGrecor: That is one of them. 


Mr. NuGENT: Is another objective of the discussions regularizing the trans- 
Canada competition between the two companies? 


Mr. McGrecor: Yes, if you mean by that equalization of fares. 
. 


Mr. NUGENT: That is all. Has there been a request made by Canadian 
Pacific Airlines to the government or to the air transport board that where 
they are competing with T.C.A. they should be allowed to operate on.the same — 
basis as T.C.A.; in other words, instead of being granted a licence to give a — 
certain service between two points, they be allowed to operate much the same 
way T.C.A. operates; that is, that they be given a licence to service a point, 
and then work out their own flights as they wish. Is the discussion going to 
centre around any part of that in an effort to even it up? 


Mr. McGrecor: Not in my discussions with Mr. McConachie. 


Mr. Nucent: Is it not a fact that T.C.A. operates out of Vancouver with 
greater flexibility in arranging what flights it wants than C.P.A. does? 


Mr. McGrecor: Under the ruling of a hearing conducted by the air transport © 
board; yes. 3 


Mr. NuGeEnT: It is not just under the ruling; it also is covered by the © 
contract between the government and T.C.A. that you are allowed this greater — 
flexibility. The air transport board cannot prevent you doing what you want : 
to do once you have the original licence to service a point. 


Mr. McGrecor: I would think the powers of the air transport board in the © 
matter of disallowing are complete. There is legislation, I believe, which says — 
that an air line owned and controlled by a surface carrier may operate services © 
only by specific order in council. So far as I know that is the basic restriction — 
One. A. 


Mr. NucEnNT: Is that order in council administered by the air transport 
board? if 


Mr. McGrecor: I think they recommend. it. 


Mr. NuGENT: But T.C.A. operates on an agreement between T.C.A. and the 
Minister of Transport. 


Mr. McGrecor: T.C.A. has two route licences across the country. Between — 
them they name the points we serve. No reference is made in either of those 
licences to frequency of service. 


Mr. NuGENT: Does it not also say that if you have three points you are 
servicing—say Vancouver, Edmonton and Winnipeg—T.C.A. can put on a 
service from Vancouver to Winnipeg, or stop at Edmonton, if it likes, or service © 
any two or three with whatever frequency of flights it likes. ; 


Mr. McGrecor: It does not say; it just names the points. No reference is 
made to frequency of service. Whether an intermediate point is serviced by all 
flights operating between two termini is a matter of the traffic flow and the 
company’s decision. 4 

Mr. NuGENT: T.C.A.’s decision. 


Mr. McGREGor: Yes. 
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Mr. NuGENT: That same reasoning does not apply to C.P.A. When they apply 
to the air transport board, they must apply and state specifically the two points 
and the frequency of service, and they are granted a licence just for that service. 

Mr. McGrecor: I do not think so. C.P.A. is licensed to service a route once 
a day, Montreal, Toronto, Winnipeg and Vancouver, and so far as I know there 
is no specific requirement that it not pass up Toronto or Winnipeg. 

Mr. NUGENT: That licence calls for once a day? 

Mr. McGregor: Yes. 

Mr. NuGENT: Does your licence restrict you to that? 

Mr. McGrecor: No. We have no frequency restrictions. 

Mr. NUGENT: So yours is much more flexible in respect of the use of equip- 
ment and so on? 

Mr. McGrecor: I do not know what the term means, but I am prepared to 
agree if you like. Actually I think C.P.A.’s utilization of its aircraft on its 
particular routes and the licence they have are exceedingly good. 

Mr. NUGENT: The reason I bring this up is you mentioned the flexibility of 
your company on the Bermuda route, and the fact that the seasonal high is ata 
different time. The same may apply on your feeder routes. If you are able to 
vary your service to a greater extent than your competitor, and thus make more 
efficient use of your aircraft, that gives you more advantage over him? 

Mr. McGrecor: No; definitely not. We are acting as a header tank in this 
case. They have a specific licence and operate at a high load factor, and we have 
to take the surges and vacuums in the traffic. 

Mr. NuGENT: In Vancouver have you not put in a flight to bracket in the 
two so that people can go early or late? 

~ Mr. McGrecor: They, C.P.A., can move as far away from our schedule as 
they want to. 

Mr. NuceEnt: Is it not a fact that once they set their schedule to that par- 
ticular time you changed yours too. 

Mr. McGrecor: No. 

Mr. NUGENT: You say that the possibility of being able to use aircraft and 
have greater flexibility in respect of points served and how you serve them does 
not give you an advantage? 

Mr. McGrecor: I said that. 

Mr. NuGENT: On the trans-Atlantic run has there in fact been any co- 
operation between C.P.A. and T.C.A., either in respect of commercial regular] 
scheduled flights, or in respect of chartered business? 

Mr. McGregor: Yes, there has been quite a lot. For instance, if a passenger 
comes into one of our offices not well informed and says he would like to fly 
to Rome, we would tell him he can fly to Rome and we will carry him as far 
as Paris and make arrangements with another carrier to fly him from Paris 
to Rome; but we draw his attention to the fact that C.P.A. is operating a 
through service to Rome. 


Mr. NuGENT: Is that the extent of the co-operation? 

Mr. McGrecor: If they want to buy a ticket from us, we are glad to sell it: 

Mr. Nucent: There is no co-operative arrangement between the two com- 
panies, having in mind availability of aircraft and exchange of equipment? 

Mr. McGrecor: No. 

Mr. NuGENT: Or help with overloads. 


Mr. McGrecor: We do not operate any specific point to point competitive 
trans-Atlantic service. 
21176—3 


330 | STANDING COMMITTEE — es 

Mr. Nucent: That is my next point. In respect of these charter flights, I 
suppose there is competition on flights to Europe especially. Would one of the Ag 
incentives with T.C.A. for people who wish to charter aircraft be the fact that — y 
your London terminal is a more attractive place to go than Paris or Antwerp? — 


Mr. McGregor: No. I think C.P.A. in 1962 operated more charter flights 
to London than we did. ; 

Mr. NUGENT: They operate there, too? 

Mr. McGrecor: There is no restriction. 


Mr. NUGENT: You do not have any co-operative agreement to take care 
of a sudden burst of traffic back and forth? 


Mr. McGrecor: No. I do not see how there could be. We do not operate any — 
parallel routes across the Atlantic. 4 


Mr. NuGEntT: I note there is a tremendous increase in the Canadian amount 
of this charter service obtained, Mr. McGregor. Can you tell the committee how _ 
Canada got this better share of this service last year than it apparently did 
in years before? 4 

Mr. McGregor: I guess you are speaking of 1963 because the same situa- qj 
tion is not true of 1964. z 

Mr. Nucent: I see. 4 

Mr. McGrecor: No. I expect the answer to your question is that many 
groups in Canada form some of these charter flight organizations specifically 
for the purpose of taking advantage of charter tariff arrangements, and having 
been formed in Canada a Canadian carrier would naturally fall heir to the 
business. 

Mr. NuGcEnt: Is there any difference to the obtaining of that business if a 
charter flight actually starts at an intermediate point in Canada? q 


Mr. Haun: On a point of order, Mr. Chairman, it seems we are now getting 
away from a discussion of the agreements or possible agreements between T.C.A. 
and C.P.A. and into the item covering services and traffic, in respect of which 
I think we agreed to hold our questions for the time being. 


Mr. NUGENT: My next question will show that I am in order, Mr. Chairman. e 


The CHAIRMAN: Mr. Nugent, are you going to keep within the bounds of — 
your original suggestion? 


Mr. NucENT: Yes. I intended to ask whether it makes a difference if these _ 
flights originate in Canada, and whether this gives an opportunity for co-opera- — 
tion between the companies in order to make sure that one or the other of the a 
Canadian carriers gets the service rather than a foreign carrier? In other words, — 
_ do your discussions with C.P.A. involve the problem of co-operation between — 
T.C.A. and C.P.A. in an effort to obtain a higher percentage of trans-Atlantic — 
service for a Canadian carrier? 


Mr. McGrecor: No. In fact, we have not touched upon charter operations at 
all in our discussions. This has not been a point of discussion between C.P-Aa 
and T.C.A. These two companies can operate charters between any point in ~ 
North America and Europe or the United Kingdom in respect of which it hasa 
licence to operate. 


Mr. NuGentT: I am looking at the number of charter flights overseas and I 4 
see T.C.A. increased from 47 in 1962 to 427 in 1963. I take it from what you 
have said that this is not the result of any co-operation with C.P.A.? = 

Mr. McGrecor: No. ie 

Mr. NuceEnt: I see that the total number of flights for charter carriers — 
overseas is 971 in 1963, so that your company carried less than half. Is there — 
in your opinion any possibility that co-operation between Trans-Canada Air | 
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5 Lines and Canadian Pacific Airlines will give an increase in the total percentage 
_ of charter flights overseas to Canadian carriers? 


: Mr. McGrecor: Not that I can see. The reason for the increase is the fact 
_ that there were of the order of three, if not four, additional foreign companies 
_ permitted to operate charter flights out of Canada. 


| Mr. Nucent: Mr. Chairman, I should like to ask one more question of the 

minister or Mr. McGregor. I think the committee might better understand the 
operations of T.C.A. as compared to other private carriers in Canada were we 
able to see the agreement between Trans-Canada Air Lines and the Minister of 
Transport. 


Mr. PICKERSGILL: To the best of my knowledge there is no such thing. To 

the best of my knowledge parliament legislated to create T.C.A. and T.C.A. 

_ operates under the legislation prescribed by parliament. I have never heard of 

any agreement between T.C.A. and the Minister of Transport affecting its 
- general operations. 


Mr. McGrecor: I think, Mr. Pickersgill, Mr. Nugent is referring to a thing 
called the Trans-Canada contract, and it is stipulated in the Trans-Canada 
Air Lines Act that there should be such a thing. 


Mr. PICKERSGILL: That is perhaps an admission of my ignorance. 


Mr. McGrecor: I do not know that it is. This is perhaps not that to which 
Mr. Nugent is referring. 


Mr. NuGENT: That is what I have reference to, yes. 


Mr. PICKERSGILL: I am afraid I must plead that it has never come to my 
desk since I became the minister. I have not been educated in that regard. I 
will endeavour to find out and perhaps answer later. 


Mr. NuGENT: I just suggest, Mr. McGregor, that were we to see this docu- 
ment it might be of assistance to us in understanding the situation. 


Mr. PICKERSGILL: I do not think there is anything secret about that docu- 
ment. 


Mr. McGrecor: It is a public document. 
Mr. PICKERSGILL: I will be glad to get it. 


} Mr. MacEwan: Mr. Chairman, I should like to ask a short question in 
respect of capital expenditures. I note that the sum of $28 million was paid as 
a calculated initial payment in respect of six DC-9 aircraft and I understand 
they are to be delivered in 1966. Can you tell me what payments were made on 
them and do I understand that it is the ordinary thing for payments to be made 
to aircraft corporations to enable you to get priority of delivery in an agreement 
with the Douglas Aircraft Corporation, for example? 

Mr. McGrecor: Normally in the purchase of aircraft a percentage of the 
total cost of the aircraft, per aircraft ordered, is paid on the signing of the con- 
tract. In some cases there are interim payments made during the intermediate 
period, and the balance is paid on delivery of the aircraft, or on final acceptance. 

Would you like to know the amounts involved? 

Mr. MacEwan: Yes. 

Mr. McGregor: In 1963 we paid $1,005,000, which is five per cent of the 
total price of the six aircraft ordered, and in 1964 we will pay a further 
$4,224,000 and the balance on delivery in 1966. 


Mr. MacEwan: Thank you. Finally, at the risk of being called out of order, 
do I recall correctly that in a speech made in Halifax I think this spring, you 
suggested the DC-9’s would be used after delivery, at quite an early date, on 
the maritime runs? 
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Mr. McGrecor: That is correct. 3 

Mr. RHEAUME: I should like to question Mr. McGregor in relation to the 7 
negotiations with Canadian Pacific Airlines. 

The CHAIRMAN: You will be treading on a very narrow path. 

Mr. RHEAUME: Yes, and I am being very careful that my questions are in 
order. Who is doing the negotiating? Is it being done at top level by the 
presidents of the corporations? 

Mr. McGrecor: Following the meeting with the minister in his office, to 
which I referred, which is generally now called the four presidents’ meeting, 
the same four men met immediately after with the idea of having a preliminary 
canter around the areas we thought the minister had pointed out to us as spots 
where he thought co-operation could be usefully explored. 

Mr. Pucu: In which one is Northern Dancer? 


Mr. McGrecor: Following that occasion Mr. McConachie and I met in my 
office, about three weeks to a month ago, at which time a certain agreement 
was reached on the points I think I mentioned to Mr. Fisher, and exploratory 
talks were held in respect of the far more difficult area of co-operation involving 
the international route pattern. The outcome of that was the agreement that 
we were not sufficiently familiar with the problem we were discussing and its — 
financial aspects to make very good sense, and we had better turn the job over 
to our respective traffic experts. We agreed on a date and also agreed on 
reciprocal venue by virtue of which these two teams are due to begin meeting q 
in Vancouver on June 23, which I think is tomorrow, to continue that discussion. — 


Mr. RHEAUME: Thank you. There is one other question I should like to ask 
relating to financial matters. It may appear to members of this committee 
initially that my next question is a little out of order, but I should like to read 
a press article of a month ago which suggested that Trans-Canada Air Lines, : 
or Air Canada, is not financially flexible enough to stay in the running with — 
other air lines. This article was a Canadian Press story from Winnipeg quoting — 
your Mr. Glenn, who is an aircraft evaluation expert with Air Canada, as 
saying: 

—that T.C.A., as a crown corporation, does not have the flexibility which 
allowed Canadian Pacific Airlines to place an order for three American 
supersonic planes— 


‘According to your earlier explanation in respect of the DC-9 purchases, 7 
this would indicate that you would start off bidding for an aircraft now, some- — 
time even before they are being flown, to stay in the race. Is that a fair state- _ 
ment? ‘ 


Mr. McGregor: It is not an accurate statement. First of all, no one has 
actually ordered a supersonic aircraft as yet, least of all the United States-made i 
aircraft, so there has been no orders placed. I think what Glenn was saying was — 
that T.C.A. would be hard put to justify to its directors or anybody else the © 
payment of $100,000 per aircraft without interest for an indefinite period of — 
time for the sake of obtaining a position on a delivery queue. This is all that has 
been done in respect of any of the 80 odd American 5.9.T.’s, for which that sum 7 
has been paid, for a position on a delivery queue. I do not blame Mr. Glenn for 
saying that. It is true that we have not that flexibility. At least, we do not — 
believe we have. P 


Mr. RHEAUME: But is it not a fact that in terms of going from the propeller — 
driven fleet to the total jet fleet Air Canada was in the lead in respect of almost 
all other world air lines and did you not at that time also have to make pay- | 
ments to get yourself in the delivery queue so that you would in fact be the g 
first world air lines to have an all jet fleet? 4 
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Mr. McGrecor: Yes, and we included it in the capital budget. We sub- 
mitted that capital budget for approval before making any expenditures. And, 
only in one case in the company history have we bought an aircraft that had 
previously flown. 

Mr. RHEAUME: Do I detect some timidity in what you say and that in fact 
you are not quite prepared to put yourself in the lineup for S.S.T.’s. 


Mr. McGrecor: Although there is a lack of knowledge here we know as 


much about the S.S.T.’s as anyone else does. We have had our chief engineer 


on the original planning team for the Concorde, which is the French-British 
version and they are 23 years ahead of the Americans. This is, in fact, a crystal- 


lized design and the United States’ S.S.T. is not. 


Mr. RHEAUME: What flexibility is it that you are lacking? : 

Mr. McGrecor: All I am saying is that we dislike the idea of using $100,000 
per copy of the company’s money and, thereby, receiving no interest on it, 
while a design is worked on. 

Mr. RHEAUME: Are you not afraid that this might put you at the end of the 


lineup for S.S.T.’s? 


Mr. McGrecor: Not a bit. 

The CHAIRMAN: Have you a question, Mr. Pascoe? 

Mr. PASCOE: I was interested in these initial payments on the D.C.9. How- 
ever, Mr. MacEwan put a question in this respect and the answer was given. 
I would like to put this question. What is the stage of construction of the D.C.9 
now, and when do you expect delivery? 

Mr. McGregor: The stage of construction is that there is a final assembly 
jig set up in California. There is a nose section built there and the aircraft 
components are going into the final assembly jig. There has been at least one, 
and perhaps as of now two, sets of wings delivered from de Havilland of Toronto 
to Douglas. In other words, the aircraft, I would say, is about 12 months away 
from the first test flying. 

Mr. PuGH: My question is along the lines of those put by Mr. Nugent. 
However, in the discussion which took place the word “bracketing” was used in 
regard to T.C.A. and C.P.A. transcontinental flights. May I ask this question. 
Who picked the times first, T.C.A. or C.P.A., on the daily flight which leaves 
Montreal, arrives in Toronto almost on the button; is scheduled to leave Toronto 
at exactly the same time and arrive in Winnipeg at the same time; leaves 
Winnipeg and arrives in Vancouver at the same time Was it T.C.A. or C.P.A. 
who first picked that time? 

Mr. McGrecor: I would have to do some digging to find the answer to 
that one. But, let me explain that both air lines are guided by the same principle: 
when does the public want to travel most, and the fact we should have close 
scheduling under these circumstances does not surprise me. We start off with 
the same basic information and endeavour to serve the same market. 

Mr. PuGH: I would be pleased if you could obtain the information as to 
which air line picked it first. 

Mr. McGrecor: I think our timetables are dated the same, but I will try 
to find out that information for you. 

Mr. PuGH: I will put it this way. Why is it that that traffic must load at 
that particular time. Surely it works a hardship on both lines when you start 
and finish right on the button. There is no question of bracketing on this Trans- 
Canada Air Line. 

Mr. McGrecor: No, it depends entirely on the load factors of each flight. 
If we found ourselves operating at a 61 per cent load factor owing to the close 
timing we would say perhaps it is better to move off it. . 
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The CHAIRMAN: Would you proceed, Mr. Crouse. ) ‘ 

Mr. Crouse: Mr. Chairman, my question deals with service and traffic | 
growth but I think the answer will be of a financial nature. It states in the — 
report: : q 
In 1963 T.C.A marked its twentieth year of trans-Atlantic service and its q 
fifteenth year of operations to the Caribbean, providing record capacity © 
and carrying record traffic totals on both routes. 4 


Are you giving any consideration to providing a direct route from Halifax 4 
through Bermuda to the Caribbean? As a Nova Scotian, I have always felt that 
we in the Atlantic provinces were, if you will, not receiving the very best — 
service that is obtainable. We must fly from Halifax to Montreal in order to fly 4 
to the Caribbean. I am wondering if you are giving any thought to providing — 
this service in the near future? yg 

Mr. McGrecor: Yes. First of all, I am no stranger to the question, as I think a 
you know. Second, the answer is not necessarily financial. Bermuda is under — 
the jurisdiction of the U.K. government in respect of bilateral air agreements. 4 
We are not today empowered to fly from Halifax to Bermuda. Mr. Nugent feels — 
that we could fly all over the world without obtaining anyone’s permission. 
But, this is not right. We would have to have an amendment to the United | 
Kingdom-Canada bilateral agreement that would specify that right and, 4 
unquestionably, Canada would have to pay a price in the negotiations, and — 
probably a long one. So, it is not a question of T.C..A saying tomorrow they a 
would like to do it and to start operating. It is not possible. The matter has 4 
been discussed with the chairman of the air transport board who has pointed ~ 
out with some trepidation he would be fearful of whether the quid would be — 
worth the quo, if I am not talking Dutch. of 

The CHAIRMAN: Would you proceed with your questions, Mr. Hahn. 

Mr. Haun: Mr. Chairman, I have a couple of questions. 

First of all, it is stated in the report that you did not require outside — 
borrowings or additional borrowings last year to finance your capital purchases. — 


What about next year; are you going to be able to continue next year without > 
any additional borrowings? a 


Mr. McGrecor: Yes, this year and next year. a 
Mr. Haun: That is, 1964 and 1965? a 
Mr. McGrecor: Yes. {4 
Mr. HaHN: You will need to borrow for 1966? 4 


Mr. McGrecor: I am not certain we will have to and I am not certain | 
that we will not have to, and I would like to leave it at that. a 


Mr. Haun: My second area of questioning deals with the depreciation — 


eat i 


procedure. A little farther down the column you state: 
This procedure provides for the systematic write-off of each asset over | 


its estimated useful service life, down to a residual value. oy 


In the disposals that you made of aircraft last year did you have to accept _ 
a figure which was below the existing value when you disposed of the aircraft? © 


Mr. McGrecor: No, I am glad to Say we did not. The reverse was the case 
in some instances. After querying this, I am afraid I will have to eat some | 
words. We sold a Superconstellation, which is a pretty - elderly: aircraft, for 
$28,000, on which the net book value was $50,000. We sold another for $27,000 


on which the net book value at the time was $50,000. We sold a Viscount— ce 
An hon. MEMBER: You are on the record. “a 
Mr. McGrecor: We sold a Viscount for $426,600 and it had a net book 
value of $332,372. i 


» we 


a , TASTE by Pe Cary) ey, ae Pee Many Ve ae ek 
Peay ihe aise WEA LETS) ee hates NER ess, Gn 8 AA oy ag 
J i Pest Mi foe Ate a ae BUM Ya tate ale by tab wy Pes 
4 i hie parc oey| . ie gh arts Pes 
i f= Nie i r Resp 


RAILWAYS, CANALS AND TELEGRAPH LINES 335 


But we had to spend $101,600 to modify the aircraft. So that I think we 
lost about $3,000 on it. 


Mr. GricorrE: What is the total? 
Mr. McGrecor: We sold aircraft of various breeds, types and parts for 


| _ a total of $548,522, and equipment, that had a book value of $847,672. 


Mr. HAHN: So that over all you have taken a writedown? As a result of 
this, are you changing your depreciation policy or your rates at all? 

Mr. McGrecor: I do not think so. There were a lot of piston engined air- 
craft sold, and these have a very poor resale market. I do not think this will 
continue to be true of turbo props, and if we ever get to the point where we 
are selling full jets, presumably our 12 year depreciation life of the DC-8 will 
prove to be satisfactory, and that we will meet the 10 years on the Vanguard 
and the nine years on the Viscount. 

Mr. Haun: You have some Viscounts that I gather are about to be sold. 
Have you tested the market for those as yet? The market value that you are 
talking about proves that the book value of the aircraft is roughly equivalent 
to what you expect to get. 

Mr. McGrecor: We sold in 1964 three Viscounts for a net increase over 
book value of $269,534. 

Mr. FISHER: That includes the one which went to TransAir? 

Mr. McGrecor: That includes three which went to Air Inter, although 
they probably would not thank me for saying so. 

The CHAIRMAN: Any more questions? 

Mr. RHEAUME: I have a supplementary on the sale of aircraft. I do not 
know where else I could ask it. What is the method used when you are dis- 
posing of aircraft? Are they advertised? 

Mr. McGrecor: You advertise it in the trade magazines, you are then 
deluged with a lot of people who want an exclusive option to sell it, you refuse 
those, and eventually it sells. 

Mr. RHEAUME: Presumably the company takes into consideration the best 
possible deal it will get on the dollar value? 

Mr. McGrReGor: The average man in that business likes to sell the aircraft 
before he buys it. 


(Translation) 

The CHarRMAN: Mr. Grégoire. 

Mr. GrEGorRE: Mr. McGregor, this is a question arising out of the questions 
raised by Mr. Rhéaume just now, concerning super-jets in the future. Does 
Air Canada have any options on ‘Concord” aircraft? 


(Text) 

Mr. McGrREcor: No. We have not taken any position on any supersonic at 
this time. We are talking of aircraft which are certainly not going to be in 
service before 1972. 


(Translation ) 

Mr. GREGOIRE: Then, once those aircraft are flying, you have no preferential 
place for any of them? Do you believe that you are, nevertheless, in a position 
to face competition at that time? 


Mr. McGregor: Yes, I think so. First of all, what these aircraft are going 
to do, either of them—the U.S. one which has a tremendous question mark 
associated with it, and the Concord which, as I said before, has a crystallized 
design at the present time—is very much of a moot question. We have no idea 
what the governments are going to do. If the supersonic is required to operate 


336 STANDING COMMITTEE 


under present curfew laws—I do not know what the translation for that would 


be—but at the present time we are not allowed to operate the subsonic jet 
aircraft into and out of Montreal after midnight or before seven a.m. If these 
regulations, which are based on air to ground noise, continue to be applied to 
the supersonic, its economics are going to be seriously affected because the 
only chance of a supersonic making good money is to be able to operate across 
the Atlantic and back at least twice in a day, which means it is going to operate 
either out or in during this present curfew period of 12 to seven am. How- 
ever, there is surprisingly little factual information known about what the air 
to ground noise situation is going to be. The protaganists of the supersonic say 
it is going to be no greater than the subsonic. Maybe so, we have to be shown, 
but to tie up company money nine years ahead of a possible service date, with 
SO many question marks attached to the product, we think is not good business. 


(Translation) 

Mr. GREGOIRE: Are the estimates that the ‘Concord’ will not be flying 
before 1972 those of BOAC and Aviation engineers? 

Mr. McGrecor: Yes. Well, perhaps I should say that I do not know too 
much about the engineering opinion of the air lines; I do know about the 
manufacturer’s, which started as recently as two weeks ago was “service in 1972”. 

The CHairmMawn: Is the financial section agreed to? 

Mr. PuGu: I have one more question on the phasing out of Viscounts. I take 
it that by the time the Viscounts are phased out, they will be pretty well written 
off. The company will not lose money on it. 

Mr. McGrecor: Yes. 

Mr. PucH: Will you have any that are surplus to requirements, any more 
sales? 

Mr. McGrecor: Two aircraft are presently surplus to requirements. 

The CHAIRMAN: Is that section agreed to? 

We are now on insurance reserve/fund. 

Mr. PrITTIE: I have just one question, Mr. Chairman. In the last paragraph, 
under that heading, it says: 


However, unless it is possible to increase the annual accrual to an 
amount greater than the estimated premium cost of outside insurance, 
the fund will not attain for several years the $10 million level established 
by the board of directors. 


Is there any suggestion there that you would like to have that amount built 
up at a greater rate and the board of directors do not agree? 


Mr. McGrecor: There is no such suggestion there. It is largely a matter of _ 


not wishing to put the company into the red in order to rapidly rebuild the 
insurance reserves because that simply means that the government is building 
a reserve. 


Mr. PRITTIE: Where does that amount you put in for insurance each year 
show in your statement of income? Does it come under flying operations, main- 
tenance, or what? 


Mr. McGregor: Yes. We can give it to you exactly. | 
Mr. PrittTir: I know it is in the report, but I do not see it in the statements. 
Mr. McGrecor: In 1963 the accrual to the fund was $3,950,000. 


MrePPRiIttic:~ That, is in the report, but your statement of income and 
expenses does not show it. Does this come under operating expenses? 


Mr. McGrecor: It comes under flying operations. 


Mr. RHEAUME: Mr. McGregor, just a week or so ago a Viscount ran into <a 
difficulty coming into Toronto. Air Canada has no outside insurance coverage, _ 


a 
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so that whatever damage there was to the aircraft, which appeared very exten- 
sive, will have to come out of your insurance fund, will it not? 

Mr. McGrecor: Sixty per cent of the craft is insured. We do not know yet 
what the repair costs of that aircraft will be or whether it will be worth under- 
taking. 

Mr. RHEAUME: Which is an expensive way to phase them out. The last 
paragraph of your insurance reserve fund says that the fund will not attain 
for several years the $10 million level established by the board of directors. 
I wonder if you could just explain that. Did the board of directors of Air Canada 
take a decision that there should be approximately $10 million available for 
this kind of coverage? 

Mr. McGrecor: They did so on management recommendation based on the 
fact that it is possible, as we have unfortunately proved, to lose a DC-8 in toto, 
and they were then worth about $6 million—they are now worth about $7.2 
million. The passenger liability was insured with a deductible of $1.5 million 
so it was thought that $10 million provided a reasonable safeguard against being 
able to meet the losses associated with a catastrophic loss—such as a DC-8 full 
of people—of about $9.5 million. This was the reasoning behind the figure. It is 
a little ironic that we were just on the point of achieving the $10 million at the 
end of last year when the Ste. Therese accident occurred. I would think that if 
the company did achieve it, it would want to continue with the policy of accruing 
to the fund what would otherwise be insurance premium. 

Mr. RHEAUME: But no more? 

Mr. McGrecor: Probably no more. There is not very much point in having 
a fantastically large fund. 

Mr. RHEAUME: That means, then, approximately three accident free years 
will have to elapse before you will have built up the fund to the level established 
by your board of directors. 

Mr. McGrecor: Yes, unless the insurance policy is changed. 

Mr. RHEAUME: And already one substantial accident has come out of that. 
Is there any suggestion that management will go back to the board of directors 
and recommend that the policy be changed, pointing out to them that for 
practical purposes, unless you show a serious deficit and cut into your other 
reserves, with complete luck it will require three years to get back to your 
own level? 

Mr. McGrecor: Yes. Management has already done so. 

Mr. RHEAUME: Management has suggested that the policy be changed? 

Mr. McGrecor: Yes. 

Mr. HAHN: There have been three serious accidents with T.C.A. in terms 
of dollar costs as well as of human life in the last number of months. I wonder 
if you could give us any enlightenment as to the possible cause of the London, 
Ste. Therese and the Toronto accidents. Is there anything you can tell us? 

Mr. McGrecor: I would like to begin by saying that you associated human 
life with the three accidents. 

Mr. HAuN: I referred to one only involving human lives. 

Mr. McGrecor: All I can say is that official investigations under way have 
not reported yet, and I think it would be wrong for me to try to guess the 
causes. Nevertheless, I believe I can say that the London aircraft was never 
airborne and the pilot elected to abandon the take-off attempt at a time when 
t was impossible to stop the aircraft within the confines of the runway he 
was on. That I think will probably be found to be the cause of that accident. 
With respect to Ste. Therese, I have no opinion, and whether or not the depart- 
nent of transport investigation will come up with one or not I do not know. 
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Mr. GREGOIRE: There is no sign of a praieat Stlannpt? . 
Mr. McGrecor: There is no evidence whatever of a criminal act at this tim A 
The CHAIRMAN: Mr. Hahn, have you finished? e 
Mr. Haun: I have one further question. 


Mr. McGrecor: May I finish answering Mr. Hahn’s question? With vepandll 
to the Viscount at Toronto, this was a case of engine failure during approach — 
which resulted in the loss of effective power on one side of the aircraft. Th 
aircraft began to adopt a one wing down condition and, frankly, I think it was 
extremely fortunate that that accident was not more serious than it was. 


Mr. HAHN: I have one more question. As a result of the Viscount accident, — 
do you expect to change the amount of insurance or self-insurance or moncya 
that you put into the insurance fund this year, 1964? ’ 


Mr. McGrecor: Not as a result of the Viscount accident. 


Mr. Haun: If the fund went into a deficit position, would you carry it in 
such a deficit condition? 


Mr. McGrecor: No. As a matter of fact, there is a letter written by a past 4 
minister of transport which says that if the company has in fact accrued to the. a 
fund amounts annually equal to or more than the calculated outside insurance | 
premium, the government will underwrite the fund on a temporary basis toy q 
the amount that it is in deficit. i 


The CHAIRMAN: Mr. Grégoire. 
(Translation) 


Mr. GREGOIRE: Mr. McGregor, my question bore precisely on Air Canada _ 
policy in the matter of building up its own accident insurance fund. Is the | 
company thinking of increasing its reserves above what it would cost if it were 4 
to insure with another company for increased accident coverage? a 


(Text) 


Mr. McGrecor: No, our attitude on self-insurance of hull flight risk has 
been that if, as in the case of the letter to which I just referred a moment ago, — 
the company is protected against being put out of business by a series of catas- — 
trophic losses. Then, on the basis of the theory that insurance companies are not ¥ 
in business for the fun of it, it would be better for us to accrue normally to the 
fund amounts of money that we would otherwise pay in premiums and thus 
if we do not deplete the fund by accidents, we have money that would otherwise 


be in the possession of an insurance company. That is the basic philosophy we > 
have followed. q 
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(Translation) 4 


Mr. GREGOIRE: Are there any other airline companies that have their own 
insurance funds? Do most of the companies have them? 


(Text) 


Mr. McGregor: Yes, and these policies have changed from time to time. For | 
many years B.O.A.C. followed exactly the same policy except they were also, 
if my knowledge is correct, self-insuring their passenger liability, and for years — 
we have not done that. : 


Mr. Rock: Mr. McGregor, what is the average amount of contribution to 


the insurance fund? According to your report I believe it is around $4 milion 
a year. 


Mr. McGrecor: No, last year it was exceptionally high. 
Mr. Rock: So it is not the same amount every year? 
Mr. McGrecor: No, it has not been. 
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Mr. Rock: What financial responsibility has your company to human life? 
Are you sued by the families of people who have been killed? If you have to 
pay these people, does it come from the same fund? 


Mr. McGrecor: No. As I just mentioned to Mr. Gregoire, we have outside 
insurance. Our passenger liability, which is what we are talking about, has a 
deductible with respect to an accident. For instance, the next of kin claims 
arising out of Ste. Therese will be extremely high, I have no doubt. We are 


insured against that loss except for the first $1,500,000. 


Mr. Rock: This is private insurance? You are insured with private in- 
surance companies? 

Mr. McGrecor: That is right. 

Mr. Rock: Suppose these people also have other insurance, for example 
if the passenger takes a trip and takes out insurance which he purchases at 
the counter before flight, do you still have to pay the other amount on top of 
this? 

Mr. McGrecor: Yes. 


Mr. MacEwan: On this same matter, Mr. McGregor, you have a deductible 
of $1,500,000. I understand some writs have been issued in regard to the accident 
last November and I take it, having regard to the deductible, the legal matters 
would be handled mostly by counsel for the insurance companies. 


Mr. McGregor: Yes, assisted by our claims department. 
Mr. MacEwan: Assisted by your own legal department? 
Mr. McGregor: Yes, that is right. 


Mr. PuGH: When was the level of this $10 million in the insurance fund 
first established? 


Mr. McGregor: Offhand I would say it was 1959 or 1960. I do not mean 
it was at that level. I mean this was determined as the objective. 


Mr. PucH: That was pre-jet? 
Mr. McGrecor: It was concurrent. 


Mr. PucuH: I take it that this thing comes under survey every year and 
you still feel that $10 million is correct? 


Mr. McGrecor: Yes, but we are a long way from it at the moment, as 
you can imagine. . 

Mr. PucH: Yes. You used the term “hull risk” several times? 

Mr. McGReEGor: Yes. 

Mr. PuGH: Does that mean the complete aircraft? 

Mr. McGrecor: Yes. 


(Translation) 


Mr. Marcoux: I have another question; you just said that amounts paid 
for death benefit insurance came from a private company. You pay a million 
and a half deductible and after that the insurance company pays. Does the 
million and a half that you have to pay come from your insurance fund or 
from operating expenses? 


(Text) 
Mr. McGrecor: No, that comes out of the insurance reserve, Dr. Marcoux. 


(Translation) 


Mr. Marcoux: You have no form of insurance against damage to aircraft 
which might be covered with some sort of deductibility by an insurance com- 
pany? All your equipment is entirely insured right out of your fund—your own 
insurance fund? 
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(Text) 
Mr. McGreEcor: They were, in 1963. We are in the process of changing but 
we are outside of the area of the report. 
(Translation) 
Mr. Marcoux: No, it is the insurance. 


(Text) 
Mr. McGReEGor: Yes, but only for 1963. 
The CHAIRMAN: Mr. Lachance. 
(Translation) 


Mr. LACHANCE: Under international agreements, is there not a maximum 
that may be claimed by the carrier at the time of an accident involving death? 


(Text) 
Mr. McGrecor: Yes, there is a convention. 


(Translation) 
Mr. LACHANCE: What is the amount? 


(Text) 
Mr. McGrecor: There is a convention called the Warsaw convention which 
at the present time is under severe criticism, but it puts a limit on claims 


for an international passenger to an amount in French gold francs which works © 


out to about $8,500. 


(Translation) 

Mr. LACHANCE: Which means that the legal heirs of a person who is killed 
or injured in an accident to an Air Canada aircraft may claim no more than 
roughly $8,000? 

(Text) 

Mr. McGrecor: Yes. If he is an international passenger. 

The CHAIRMAN: Carried. 

Mr. MacponaLp: Mr. McGregor, my question comes under the heading of 


traffic growth and the promotion of good relationship with Canadian travel ; 


agencies. If I might put it in context I would describe a Situation in Toronto 
where a sole proprietor carries on business of a travel agent, and indicates that 
he has whatever authorization he needs from the various international air 
lines that fly into Canada except that of T.C.A. which has consistently refused 
to authorize him. The T.C.A. position was that he would have to raise business 
up to a certain level before he could get their authorization. He said that if he 
placed T.C.A. in that position he would not get the 7 per cent, and would have 
to stop eating; whereas if he placed his international business with other air 
lines he would get the 7 per cent. I would question the wisdom of such a policy, 
when he has said that he has placed a substantial amount of overseas traffic 
with other air lines. 


Mr. McGregor: I would question the wisdom of it, but I do not know. The 


selection of agents is a matter which is dealt with by our sales department. ig 


know they are particularly careful not to appoint an agent in an area which 
we regard as being well covered by other agents. It would be the old business 
of spreading one piece of pie too thinly over too many. This is regarded as 
being unfair to existing agents. 


Mr. PuGH: Have you a standard or criterion. Do you pick any size for a 


particular agency that you give out? For instance, would a long established in-— : 


corporated company stand a better chance than a sole proprietor? 


a 
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Mr. McGrecor: I am sure that a long established or well established agent 
would have endorsation by T.C.A. But I do not want to quibble with your 
question. 

Mr. MacDonaLD: Why would T.C.A. follow this particular policy, when 
none of the other major air lines I referred to follow it? 

Mr. McGrecor: I think most of them do. 

Mr. MacponaLD: But they do not seem to, in this particular case. It seems 


._ to me that there is a further factor involved here. He does not have your 


authorization. If he did have it he would be entitled to five per cent on the 
North American traffic. Do you not think that in view of the fact that you 
are a national air line you should be prepared to broaden the basis on which 
you extend agencies? 
Mr. McGrecor: No, not on that account. I do not see why we should con- 
duct ourselves wrongly just because we are national. 
Mr. MAcponaLD: Thank you. 
Mr. PuGH: I have two things. You say under “Service and Traffic Growth:” 
At International Air Transport Association conferences T.C.A. 
played a leading role in efforts to reduce North Atlantic fares. This 
endeavour has met with a considerable degree of success and the com- 
pany is convinced that if it had not been for the stand it took, some- 
times alone among the international carriers, the fares probably to 
become effective April 1, 1964 would be at a higher level. 


I am contrasting that statement against the next paragraph which reads as 
follows: 

In general, the domestic passenger fare structure was static. Un- 
happily, the problem of the transcontinental fare differential between 
T.C.A. and Canadian Pacific Airlines remained unresolved in spite of 
the best efforts of T.C.A. to arrive at a solution. 


It would appear to me that on the international routes you are trying to 
cut the fare, whereas on the domestic routes you were trying to maintain your 
rates as against C.P.A. who had already cut. 

Mr. McGrecor: Well, not quite. If you will bear with me I will go through 
the history of domestic fares. T.C.A. did cut fares as of January 1, 1961. C.P.A. 
did likewise with respect to both the economy and first class fares. 

From the results that we both obtained it was obvious that these fares 
had been cut too much. On April 1 of the next year which was 1962, we adjusted 
our economy fare upwards. C.P.A. decided not to. 

The result was that from April 1, 1962, onwards, T.C.A. had a lower first 
class transcontinental fare structure than C.P.A.,... but (C:P:A. hadwatouwar 
economy fare. I do not think it is unfair to state that Mr. McConachie still 
thinks that they are too low. 

Mr. PucH: That they are both too low? 

Mr. McGrecor: That both of us are too low. 


Mr. PuGH: Yes. I have one further question. 

I travel on the T.C.A. and the C.P.A. and I notice for instance in Toronto, 
going from here to Toronto and getting on their transcontinental flight at 
9.35 a.m., with both aircraft leaving at that time, that I cannot reserve a seat in 
the economy in the T.C.A. 


Mr. McGrecor: You mean a specific seat designation? 
Mr. Pucu: That is right. 
Mr. McGrecor: Can you do so with C.P.A.? 


342 _ STANDING COMMITTEE = 
Mr. PucH: Yes, but I would not want to leave it with just a yes or no 
May I point out that: : 
T.C.A. recognizes that the ultimate test of the quality of its service a 

is the extent to which it satisfies the public. 2 


When I travel I overhear an awful lot of conversation, and one of the points — 
brought out by those who use both air lines is the fact that when getting on to 4 
T.C.A. in Toronto you find that about 15 minutes before flight time there isa 
general shuffle towards the entrance at which you are going to get on, and they 
begin to bunch up, and there is a bit of bucking in the queue, and when the © 
gates are opened, and entrances made there is a general stampede for the rear — 
end of the aircraft, and people come bursting in looking for either outside or ~ 
window seats because they do not like sitting in between. That is only natural. — 
I would say that you could improve your service tremendously if you would take a 
seat reservations on economy flights. I am wondering, for instance, whether any : 
of your people who are looking into the betterment of the service have taken _ 
the opportunity to go on a C.P.A. airliner? 


Mr. McGregor: Yes. I think the quality of the service and the comments of a 
passengers are very carefully studied. I have said previously in the predecessor “4 
to this committee that we undertake surveys for this purpose entirely. I think — 
it is a question of where you bunch up, either at the seat assignment counter ~— 
or at the gate position. I have stamped around in front of the seat assignment 
counters wondering whether I was going to make a flight, not having had a 
seat assigned. It is a slow process which has to be done, one man at a time, with _ 
a sticker being put on a diagram. It is a question of where the passenger is going ~ 
to be inconvenienced the most. - 

Mr. PRITTIE: I think Mr. McGregor misses the point. 4 


Mr. PucH: I am only saying I think this is one place where I think T.C.A. = . 
might go ahead and provide a better service. If you are a through passenger _ 
going from here to Vancouver, in all probability you will have a minimum of ah 
an hour or an hour and a half in Toronto before you catch the next aircraft 
out. The first thing you do is to confirm and get your seat if you are on an a 
air line which will give it to you. From what I have seen on one air line, I think 
there is plenty of time to reserve seats. Most people arrive there with at least. a 
20 minutes. If they arrive with only five minutes, of course they will get a — 
middle seat anyway. What I am thinking about is the queue which takes place a 
prior to the aircraft leaving. If I am travelling a long distance, I may wish to ff 
come in and read a book while I am waiting, but sometimes I see a queue i‘ 
forming up 15 minutes before a flight. On one occasion an aircraft from Montreal 
was late, there was a general stampede and it was hot. People talked about this. 
after they got on the aircraft. This is why I mention this to you. a 


Mr. McGrecor: I think this is constructive criticism, and we will have is 
another look at it, especially in respect of connections at Toronto from Ottawa. 4 
Mr. RHEAUME: If I am not mistaken, when the DC-8 came into service, _ C 
you had seat reservation even for economy passengers. ti 
Mr. McGrecor: I will ask Mr. Benson. 


Mr. D. W. BENSON (Assistant Director, Passenger Service, Air Canada): e 


Yes. 


Mr. RHEAUME: It seems to me the company may have had some reason _ 


for changing it in the light of investigation of what the other air lines are doing. 


Mr. McGregor: It is possible. I do know I have travelled both ways, with a 
and without it. be 
_ Mr. Benson: On originating flights at point of departure we allow seat — 
reservations. On flights that go through, at any particular point we can make: — 
eae 
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as many people unhappy as we make happy, because the people who arrive at 
a point are unhappy if they are not allowed to move to a better seat. They can 
become very unhappy and say, “I have travelled further than the people board- 
ing here, and I am not allowed to improve my seat’’. 


Mr. McGrecor: For example, at Toronto. 
Mr. BENSON: Yes. This very often happens at Toronto. 


Mr. PuGH: I only point this out, having been unhappy on several occasions, 
even on C.P.A. I have got out at Winnipeg and changed my seat. I simply would 
go down to the desk and say I would like to have that seat; I see it is available. 
They change the old sticker and slap a new one on and I am happy. With your 
communications as they are today, surely this is a very simple matter, and is an 
additional passenger service which, I can assure you, will save you a lot of 
trouble and grumbling, particularly in Toronto. 


Mr. RHEAUME: My line of questioning relates to an interesting news item 
which appeared about a month ago to the effect that Mr. McGregor was unof- 
ficially in Russia to try to set up an Air Canada link to Moscow. The discussions 
were described as exploratory and informal in an effort to see whether or not 
the Russians were interested in a Montreal-Moscow link. Can you tell the com- 
mittee anything about the results of your trip? : 


Mr. McGrecor: I lost six pounds. I had conversations with Aeroflot. I found 
they were receptive to the idea of a reciprocal service between Canada and the 
U.S.S.R. I found they knew all the answers and questions in respect of bilateral 
agreements. I did not mention any quirks they were strangers to in spite of the 
fact that they do not have many of their own. I think that is about the end of 
the things I did find out. 


Mr. RHEAUME: As a result of the discussions and the interest they showed in 
the possibility, is it your policy to pursue this sort of thing? 

Mr. McGrecor: Whether or not there is a bilateral agreement between the 
U.S.S.R. and Canada is a matter for the governmental authorities and not for. 
McGregor. I accompanied a group organized entirely without benefit of govern- 
ment blessing, primarily to find out whether the ground appeared to be fertile 
from the standpoint of the U.S.S.R.’s attitude of mind. I think it accomplished 
that. It left me in considerable doubt whether or not such a service would be 
economically sound. No air line in the U.S.S.R. has a business office. All traffic 
is generated through Intourist. This means that the passenger is given to a foreign 
carrier by courtesy of Intourist. This may work; I do not know. It was fairly 
strange to my experience to be completely dependent upon, shall we say, the 
generosity of a governmental authority with regard to the proportion of traffic 
you might attract. 


Mr. RHEAUME: I have another line of questioning, but I realize it is almost 
six o'clock. 
The CHAIRMAN: We will adjourn until eight o’clock. 


(Text) 
EVENING SESSION 


The CHAIRMAN: Order. I have on my list of questioners the names of 
Mr. Fisher, who is not here, Mr. Prittie and then Mr. Lachance. 

Mr. RHEAUME: Pardon me, Mr. Chairman, I was in the middle of my 
questions at the adjournment. 

The CHAIRMAN: I am sorry, I did not notice you here, Mr. Rhéaume, and 
that is unusual for me. 
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Mr. RHEAUME: I am very faithful in my attendance. 

Mr. McGreEGor: Mr. Rheaume, would you permit me to interrupt you? 

One or two questions were asked before the adjournment which I believe 
I can answer now although the people who asked them are not here at the 
moment. Would you like me to answer them now? 


The CHAIRMAN: Is it the wish of this committee that Mr. McGregor answer 
those questions at this time? 


Some hon. MEMBERS: Agreed. 
The CHAIRMAN: Yes, go ahead. 


Mr. McGrecor: The first question was asked by Mr. Pugh. He asked which 
was first, T.C.A. or C.P.A. scheduled out of Toronto at about nine o’clock in — 
the morning. Inquiries would indicate that we have had a flight out of Toronto 
westbound in the morning between varying times from 8.30 to 10.15 since the 
days of the North Star service. 

Secondly, the present flight that leaves Toronto at nine o’clock is not a } 
proper transcontinental flight but only goes to Winnipeg and there it stops. 4 


The second question was asked by Mr. Nugent in relation to the trans- 
Canada contract. I should like to read a little bit of the legislation into the 
record. 


As I mentioned, to the minister’s apparent astonishment, the Trans-Canada 

Air Lines Act, reference to which is chapter 268, of the revised statutes, 1952, 
~an act incorporating the Trans-Canada Air Lines, short title, Trans-Canada Air _ 
Lines Act, 1937-C-43-S-1, and paragraph 15 says: 
The governor in council may authorize the minister to enter into — 

a contract with the corporation (to be known as the Trans-Canada q 
contract) for the organization, operation and maintenance by the cor- © 
poration of lines of aircraft (to be known as the Trans-Canada Lines) — 

for the speedy and efficient transport of passengers, and goods across ~ 
Canada— 


The first contract in accordance with that authority was completed on June — 
1, 1937. It was executed on February 4, 1938, and revised in 1946. The reference | 
to that I have in the form of an office consolidation which says: 


This office consolidation, which has been prepared by the office of the 
president of Trans-Canada Air Lines for general information—Trans- : 
Canada contract dated May 4, 1946, as amended by contract dated April — 
18, 1950 and by contract dated September 1, 1955, also by periodic orders 
in council. 


The effect is that the company does business by virtue of the existence of q 
the Trans-Canada contract which has been authorized by an act incorporating — 
the Trans-Canada Air Lines and, as an aside, I think I should add that from — 
our standpoint it is a favourable document because it instructs us to operate © 
the air line efficiently and this we do our best to fulfil. ; 


In any event I hope that answer will supply Mr. Nugent with the informa- _ 
tion he desired. 7 


I am sorry to interrupt you, Mr. Rhéaume. 


Mr. RHEAUME: Mr. Chairman, I should like to ask several questions in © 
relation to a particular regional run in operation between Calgary and Edmon- — 
ton. Before I do so I should like to explore Mr. McGregor’s comments in respect — 
of the difficulty of providing an equivalent air bus service between, for example, — 
Ottawa and Montreal or Montreal and Toronto, which was the example he — 
used, involving the use of backup equipment which, as he suggested would — 
be an uneconomical use of such equipment. I am wondering how that statement — 
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can be squared with the fact that Pacific Western Air Lines experience in the 


-Calgary-Edmonton run which I have gathered, from talks with officials of that 


company, is indicated to be a very happy affair as a new method of transporting 
people. It is apparently satisfactory to the company and certainly provides a 
satisfactory service from downtown to downtown. Those officials claim they 
have never had any difficulty at this specific point. They have indicated they 
have come very close to having difficulty by being booked right to capacity 


: but have never exceeded it. 


Mr. McGrecor: My only comment is, I guess, they are either unfortunate 
in the volume of traffic or fortunate in the fact they have not bumped into 
difficulty. However, if an air line sets itself up as being prepared to handle 
anything that turns up, as is obviously required, and it finds it cannot do so 
it would be extremely embarassing and unsatisfactory to passengers who were 
left behind. I think the business of downtown to downtown service is, of course, 
related to the airports that are being used, and as you know the airport at 


_ downtown Edmonton is not being used by our air line. 


Mr. RHEAUME: In terms of passengers I think their experience has cer- 
tainly not been one of a lack. I believe their record stacks up extremely well 
in terms of their services from Edmonton to Calgary, and they have every 
reason to believe in fact that they have generated new traffic. If they have hurt 
anyone they have hurt the people who would normally drive down. I am 
wondering whether studies in fact have been made of an equivalent type of 
air bus service between Ottawa and Montreal or Montreal and Toronto. 

Mr. McGrecor: Such a study has been made every year for the last six or 
eight years, and this is the type of service which has been in operation between 
Boston and New York and even between New York and Miami for a long, long 
time. I think if anything our introduction of the ReserVec system probably 
postponed, if not delayed indefinitely, the introduction of such a service by 
T.C.A. because virtually we can make reservations with the ReserVec service 


_ without any additional work load. I would quite frankly say it is just luck if 


the load related comfortably to the capacity of the aircraft that was operating 


_ at 8.30 or whatever time it was operating. 


Mr. RHEAUME: I hope you will correct me if I am wrong, but I think that 
is exactly what they offer and if there is a greater load than they have capacity 
for they are ready to charter an executive aircraft to handle that extra capacity. 
I am sure it would knock hell out of the profit if that happened very often, 


_ but that is their backup, using other aircraft available in the area. 


Mr. McGrecor: I see. 

Mr. RHEAUME: I am wondering whether the new catchy service indicated 
by the 119 mile and 119 minutes Ottawa to Montreal as phrased by the C.N.R. 
has cut into your regular Ottawa to Montreal service, or do you know? 

Mr. McGreror: I do not think it has. 

I have just had a note passed to me drawing my attention to the fact that 
Pacific Western Air Lines has dropped its Saturday and Sunday flights between 
Edmonton and Calgary. 

Mr. RHEAUME: What would that fact indicate to you? 

Mr. McGregor: I would guess this has been done because of the lack of 
traffic. 

Mr. RHEAUME: That answer leads me logically to my next question. Is 
Air Canada or Trans-Canada prepared to consider negotiating itself out of the 
Calgary-Edmonton run which is now being serviced by larger aircraft? 

Mr. McGrecor: I would not think so. As a matter of fact, during all the 
discussion about the prairie milk run it stood out as the one leg that was finan- 


cially satisfactory. Furthermore, we must maintain and provide connection 
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between Edmonton and Calgary so far as transcontinental operations are con- 
cerned because, as you know, some go through Calgary and some through 
Edmonton. We provide a very much better service to transcontinental passen- 
gers by moving between the two major airports. 


Mr. RHEAUME: So that when you were withdrawing from prairie service, 
for instance, you did so in principle because of the configuration of the rest of 
your fleet, and you desired to get rid of certain equipment which was not 
going to be used at these other airports, or was it simply because you were 
losing money? I notice at page 9 of your brief the statement that because of 
the poor aspect and so on you negotiated a transfer to Trans Air. 


Mr. McGrecor: This withdrawal was necessitated because of the capacity 
of the airports in relation to the size of our aircraft, and we were eventually 
thrust into the position where we were operating two orphan DC-3’s because 
they were the only aircraft that could get into these airports. At that time we 
held no hope that these runways were going to be increased in bearing strength 
and runway length to accommodate the Viscount, and we must have said dozens 
of times during those hearings that while we admitted freely the air line 
economically is not prepared to continue to operate it, if anyone would make the 
airports available to our aircraft, we would. 


Mr. RHEAUME: And, you would want to keep these even short runs that 
are returning $1 for two reasons, first, because of money and, therefore, the 
economies of it and, second, you need them as a feeder. Is that a fair statement 
to make? 


Mr. McGrecor: Yes, that is a fair statement. 
Mr. RHEAUME: There are two major reasons. 
Mr. McGRrecor: Yes. 


Mr. RHEAUME: Would you agree on the basis of last year’s experience that 
T.C.A. is too big for short hops. 


Mr. McGrecor: Well, 40 odd per cent of the total operations of T.C.A. 
is short hop, so we are not too big for it. 


Mr. RHEAUME: I am speaking of the press statement, not that you did not 
guess, quoting a minister of the crown to the effect a regional job cannot be 
done by a national organization such as Trans-Canada Air Lines. I am putting — 
this to you, on the basis of the year which we are studying, the revenue your | 
company received from short runs and the kind of performance and service q 
you offered, is this true? 


Mr. McGrReEGor: No. It is a pity he is not here. I disagree with that state- — 
ment entirely. As a matter of fact, when the prairie milk run contest — 
started there was not one regional type carrier that had not required a subsidy j 
as big as our declared deficit on that run. So, I do not think that in that type ~ 
of operation they are a bit more efficient than we are. 


Mr. RHEAUME: I will have to wait until we reach “outlook” before I put 
any other specific questions. But, your experience is that you too are able to 
do the regional job as efficiently as they did it. 


Mr. McGregor: Just as badly as they do. 
Mr. RHEAUME: Or, just as well. 


Mr. McGrecor: Yes. That is our experience. Now, do not miss this point; — 
when the operation is of a character that does not fit our smallest aircraft then — 
we are in real trouble, as we were on the prairies, where we had to continue ~ 
to operate D.C. 3’s which, seat milewise, are about as inefficient as anything we 
know. And, furthermore, when you get down to two aircraft of a type in a ; 
fleet you are in serious trouble. 
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9 Mr. RHEAUME: I am accepting at face value your statement that if it comes 

_ to a contest you can operate Viscounts or Vanguards in any one area, taking 

_ into consideration the size of Air Canada and the fact it is an international air 
line, in such a way that this does not prevent it from doing regional jobs. 


Mr. McGrecor: I contend that very strongly. 
Mr. RHEAUME: On page 11 you make the statement: 


In general, the domestic passenger fare structure was static. Unhappily, 
the problem of the transcontinental fare differential between T.C.A. and 
Canadian Pacific Airlines remained unresolved in spite of the best efforts 
of T.C.A. to arrive at a solution. 


I want to ask you if the proposals you were making to C.P.A. at that time 
involved both of you charging the higher rate on the economy and first class 
fares, and what were the offers if you were going to resolve this. Were both 
to go up to the higher of the two. 

Mr. McGrecor: The offers were that C.P.A. would meet us, that we would 
meet C.P.A., and that we would meet half way on both fare differentials. They 
would bring down their first class fare half way to ours and we would move 
up our first class fares half way to theirs and vice versa with economy. The 
C.P.A. reaction to that was that “if we are charging the same fares at your 
level, which we think is the lesser of two evils, we will lose some traffic and, 
therefore, money. If you come down to our fares, we will drop another 10 per 
cent. We do not like the midpoint because it has all the bad features of both 
solutions; not only is the fare level lower but also we are equalized.” 

Mr. RHEAUME: Well then, it says here words to the effect that your efforts 
met a stone wall. 


Mr. McGrecor: Up until two or three weeks ago. 


Mr. RHEAUME: The plot thickens. This would be in respect of the axe that 
is being lowered. Would I be correct in assuming that the outlook may be 
getting considerably brighter than has been the case in respect of your past 
year’s experience? 

Mr. McGrecor: I would like to think so. 

Mr. RHEAUME: Who was handling these talks in 1963? 


Mr. McGrecor: Up to the moment, Mr. McConachie and myself in 1964. 
_I beg your pardon; you asked who was handling these talks in 1963. In 1963 it 
was a team from each of the two traffic departments and its vice presidents. 


Mr. RHEAUME: You said in reply to an earlier question that it would be 
you and Mr. McConachie pretty much who were managing the negotiations 
currently. 


Mr. McGrecor: Currently, but changing tomorrow, I should add. I think 
I did talk about the traffic teams meeting in Vancouver on the 23rd. 


Mr. RHEAUME: I will pose one more question to you and I would like to 
get your comment on it. This will be my last question. As you probably are 
aware, members of parliament have identification cards which allow them to 
travel for nothing on the railways. Has there ever been any consideration given 
by your company to some method whereby inasmuch as the aircraft has replaced. 
the train for purposes of transcontinental travel, at least the same sort of thing 
might be advisable, not only from the point of view of getting your legislators. 
-across the country but from the point of view of consolidating the real value 
and the impact that your travel is making. Have you given any consideration 
to that? 

Mr. McGrecor: Well, Mr. Rhéaume not only was consideration given, 
which I do not think was an air lines consideration particularly, but an arrange- 
ment was put into effect four or five years ago under which each member of 
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parliament was to be given through the Speaker, a round trip pass and, if 
there was a second session in the one calendar year, a second pass, with a 
third one being a question mark, between Ottawa and the nearest airport to 4] 
his constituency. Then on many occasions in these committee hearings were — 
discussions about travel on a space available basis; this I quarrelled with very 
strongly because the idea of confronting 15 or 20 members of parliament on a _ 
Friday evening at the airport here with a flat turndown did not appeal to me. — 
This seems to me to be looking for trouble. So a great deal of thought and 
some experiment have gone into that area. 


Mr. RHEAUME: But the sort of thing that you are suggesting falls an awful 
lot short of a person getting on a train or on a plane and presenting a pass. 
There is quite a bit of difference between having a specific pass that you have 
to sign and carry with you and making all the arrangements, and just having to 
get a travel warrant. I am suggesting to you that if in fact the air lines are 
going to compete with other forms of transportation, this is the sort of thing 
that should be presented, I would think, to the speaker, T.C.A. not necessarily 
picking up the cost. 

Mr. McGrecor: I could not agree more. Each time it was discussed I have | 
said something like this. The running of the country is probably the most — 
important business that we know of, and I do not know of any business that © 
does not provide its officers with free transportation for business purposes. I have — 
always felt this way, and I am all for it. 4 


Mr. RHEAUME: So that from your company’s point of view it would not be q 
you who are standing in the way? 


Mr. McGrecor: Certainly not. 


Mr. RHEAUME: You are probably aware that under the new legislation 1 
passed last fall members of parliament are entitled to get economy air fare © 
passes on request, or at least travel warrants on request. This, of course, is q 
quite different from being able to travel, say, anywhere in Canada. But from | 
your point of view, as an operator of one of the world’s major air lines, you 4 
would like to see this sort of traffic developed on your system, would you? 

Mr. McGrecor: Revenue traffic? 


Mr. RHEAUME: Under the same arrangement as on the railway. If amem- | 
ber of parliament gets on the railway, would he bring in revenue or not? 
Mr. Rock: They do not bring in revenue. y 
Mr. RHEAUME: You would not be anxious for this sort of traffic if it did not © 
bring revenue? 4 
Mr. McGrecor: That is right. ; 


Mir. HAun: Mr. McGregor, I would like to look first of all at the domestic 4 
travel picture last year. According to the report the indications are that the a 
North American passenger growth was less than two per cent. In looking at the q 
report of the United States companies—I have the T.W.A. report—I see that } 
the improvement was largely due to sharply increased load factor with a six © 
per cent increase in the domestic seat mile figure. What difference is there © 
between Canada and the United States? | 
Mr. McGrecor: They are always between 24 and three years ahead of us ~ 

in these trends. We are beginning it this year. : 
_ Mr. Haun: So that we are catching up? . | 
Mr. McGRrecor: They caught the red figures considerably sooner than we did | 
with the serious drop off in traffic, and their recovery was correspondingly ahead — 
of us. ie 
Mr. Haun: My next question deals with overseas traffic. I could not find — 
in the report any specific reference to your scheduled overseas traffic, whether | 
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or not it increased. Certainly your charter traffic increased eightfold, and it is 
- now a third of the total Atlantic passenger traffic. Was your schedule passenger 
_ service, transoceanic up or down, affected by the charter travel? 


a Mr. McGrecor: In 1963 it was not very encouraging, if I remember. The 
‘ revenue passenger miles, which is the best indicator, in 1963 over 1962 were 
up 2.1 per cent. Again, this year it has been very much better, as one would 
_ expect with the reduction in fares. I should point out, with respect to the North 
American growth, that we were dealing with differing tariffs and we had a 
tremendous growth in 1961 when we reduced the fares, and that automatically 
slowed down the relationship to succeeding years. For a true comparison on 


- what is happening to the travel habits you should have left the fares alone. 


; Mr. Haun: My next question is: Do you keep any figures on your percentage 
_ of share of traffic in competition with other carriers? 


Mr. McGReEcor: Yes. 


Mr. Haun: If so, what is happening to Air Canada in the North Atlantic? 
_ Are you holding your share of the industry or are you gaining or losing? 


Mr. McGrecor: I think we are losing. Perhaps it is not surprising because 
there have been about three other carriers put on the route. In 1963, T.C.A. 
_had 53.4 per cent as a load factor. In 1962 it was 953.8 per cent, so we lost .4 
' per cent. 
ni However, you are asking another question. I think we have the percentage 
of the total. Westbound T.C.A. has 34.9 per cent of the total; eastbound it has 
36.5 per cent, which probably means that the nationals of Canada are more apt 
to go by T.C.A. than other lines. 


2 Mr. HAHN: Does this include your charter traffic or just your scheduled 
traffic? 


Mr. McGrecor: Charter is excluded. 
Mr. HaHN: What share of the charter business are you getting? 


Mr. McGrecor: In 1964 I think our share is down because, frankly, we are 
Short of two DC-8’s that we would otherwise be operating. 


Mr. Haun: I have one other question that is unrelated and which I started 
to ask under “financial” but maybe it fits in here. It deals with load factors. On 
your hauls to Montreal, Toronto, Ottawa, trans-border flights to New York, 

Chicago, and on all those specific flights, those heavily travelled areas, do you 
run a pretty high load factor? 


Mr. McGregor: It varies, of course. I will give you the figures: Seattle is 
low, 46.6; Cleveland is 54.4; Chicago is 64.7; Toronto-New York is 66.7 per cent; 
-Montreal-New York is 64.9; Boston-Halifax is 58.5. The average for the total 

is 64.0. 


Mr. HAHN: When you get up around the 60 per cent factor on these flights 
are they profitable? 


Mr. McGrecor: Generally speaking they are. You say 60 per cent; on these 
short ones I would prefer to say 65 per cent as being closer to a break-even 
operation. 


. Mr. FISHER: I want to bring up, first of all, an issue that Mr. Cowan has 
raised in the house in connection with the limousine service at Toronto airport. 
I know it is not your responsibility, but Mr. Cowan is anxious and he is 
interested, just as I am, in having an opportunity for passengers to pick up the 
taxi service there. My reason is twofold: one is that I think it gives a cheaper 
-service—in fact I know it does—and also, in my experience, it is a handier 
‘service. As far as I am concerned, the same situation prevails in Montreal. I 
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have often felt that the taxi service is much cheaper and it is more competitive. 
Is there any contribution that T.C.A. can make to this particular investigation 
in so far as a recommendation is concerned? 


Mr. McGregor: My understanding of the situation is that taxis may operate 
to the airport, but under the Department of Transport regulations they may 
not cruise or park at airports. The only contribution I can think of would be for 
us to make recommendations to the D.O.T. that we think the interests of our 
passengers would be better served if public taxis were available at the airport. 
This is an area that I do not like to get into because there are rules about using 
provincial highways between airports and city limits where taxis have to have ; 
provincial licences, and it is pretty darn tricky. 

Mr. FISHER: The question I am interested in is in getting cheaper service © 
for the travelling public than they get from the limousine service. Some © 
limousine services at airports are pretty marginal operations, although they — 
are not at major airports, and I do not see why you can get a taxi into an airport © 
or out of an airport for $5 while you pay up to $8 or $9, depending on where you ~ 
are going, Toronto or Montreal, for a limousine service. I do not see that the 
quality of the service is so much better that it warrants such a difference. I am ; 
curious to know where T.C.A. stands on this thing because it seems to me, in © 
terms of the traffic service, it is still part of your responsibility. 

Mr. McGrecor: Inasmuch as it is part of the welfare of the passenger in 
getting from A to B, we are very interested in it. I do not know that there is ; 
an awful lot we can do in this area unless the city limits extend to the airport; : 
and then the provincial highway angle goes out of the window, I suppose. — 
Would you like to comment on Ottawa? You must have had fair experience here, — 

Mr. FISHER: I think the same thing applies to Ottawa. 

Mr. Rock: Take Montreal. 


Mr. FisHER: Montreal and Toronto seem to me to be the two places most j 
concerned. j 


Mr. McGrecor: I know Toronto has a zoning arrangement that gets darned q 
expensive when one gets northeast. I would ask Mr. Benson if the same thing q 
applies in Montreal. : 


Mr. BENson: I do not believe so with respect to the Montreal taxis. 5 
Mr. McGrecor: We are thinking about Murray Hill. a 
Mr. Rock: They are very expensive compared to the other taxis. 4 


Mr. FIsHER: They have both the air bus and the individual services which — 
in effect are taxi services. It is the taxi service in most cases about which I am — 
really complaining rather than the air bus service. 


Mr. McGrecor: I think we must say that with an agreement with an~ 
organization such as Murray Hill it is unlikely that there will ever be periods © 
when there is no service. I do not think I have ever arrived at Dorval at a time © 
when there was no Murray Hill vehicle there. This requires a certain amount — 
of equipment and standing by, and if one were completely dependant upon the | 
meter, catch-as-catch-can taxis one would find there would be no vehicle there — 
at one o’clock in the morning and so on. : 


Mr. FIsHER: I was looking at it from the point of view that with competi- q 
tion we might get the fee down. 

There is another point in connection with the airport services for travellers : 
that I would like to mention. The Department of Transport has recently—I q 
think within the last 18 months—brought in a new arrangement with U-drive 
cars. Formerly at smaller airports there was a flat fee but they have moved into | 
a percentage of the gross. Here again I wonder whether T.C.A. has any views — 
upon this from their experience. I look upon these U-drive services as very 
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a much an auxiliary part of air travel; I do not like to see anything that puts up 


the cost. That is one reason why I object to this. I wonder if you have made any 
study of the number of passengers who have used U-drives and, if so, whether 
there cannot be any concerted way of keeping all these fees down. 


The reason I raise this point, as you probably know, is that a number of new 
firms have started in the U-drive field and are offering cars at as low as 60 per 
cent of the going fares of the big three in Canada. However, it is difficult for 
these new people to get into airports because, again, of the percentage of the 


- gross and the requirements for fairly large staffing. I do not want to undermine 


the position of Hertz, Avis or Tilden, but if there were more competition in 
U-drive services to the airports it seems to me that travellers would get a | 
better bargain. 


Mr. McGrecor: I am no expert on the U-drive subject and I do not think 
we would have any record of the number of our passengers who get off an 
aircraft and go to a U-drive counter and hire a car. I do not see just how we 


might get that information, but I know perfectly well that the arrangement 


between the Department of Transport and the taxi companies—the contract 
taxi companies—is based upon a percentage of the gross. All I can hope is that 
it is not as expensive for them as it is for us to do business at terminals. 


If I am not digressing, Mr. Chairman, I would like to quote some figures 
here. Montreal, Toronto, Winnipeg and Edmonton have all recently had large 
new terminals go into effect. Our annual rental charges at Dorval are $301,000 
per year for space in the terminal; at Toronto, $304,000; Winnipeg, $147,000; 
Edmonton, $43,000. Then there is another little device called a user charge; 
this is new. This is for the privilege of moving passengers through the terminal 
as distinct from the space that we rent. At Montreal it is $148,000; Toronto 
$235,000; Winnipeg, $47,000; and Edmonton, $30,000. The total of those four 
places is $1,255,000 a year plus landing fees of $3,463,000 at those four places. 
All this stacks up against a pre-new terminal total charge of $168,000 for rent, 
plus landing charges. 


Mr. Rock: That is because it takes longer to walk now! 
Mr. McGrecor: That is right! 


Mr. FISHER: Have you heard anything about any likelihood of introducing 
or any talk of introducing what one encounters at so many European airports, a 
specific user charge paid by the passenger? 


Mr. McGregor: No, I do not think that head tax idea has been thought 
about here. 


Mr. FISHER: In effect, you are paying the head tax in the user charge. I 


would like to suggest in this area of transportation to and from the airport, and 


the whole question of baggage facilities, that in the one the cost could be cut 
down and in the other the service could be improved, particularly in time, in 
most of the places in which I have been. I would appreciate it if the next time 
you come before the committee you could give us some indication that you have 
looked at this to see if there is anything T.C.A. can do toward decreasing the cost 
and shortening the time. 


Mr. McGrecor: Yes. I do not know about the cost, but I think I should 
say that in the matter of time our sad experience has been that the less modern 
the facilities the faster the baggage handling time. In fact, I believe Montreal 
was down to an average baggage delivery time to something like 44 to 5 
minutes until the new terminal came into being, and I guess it is close to 10 
minutes longer than that now. Some of this is due to automation, which is 
not an unmixed blessing. 
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Mr. FISHER: I do not know whether this is the place to bring up this 
matter, but I would like to ask you something about the TransAir deal. I 
would like to know what the value was of the Viscount that exchanged hands. 
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Mr. McGrecor: It was some proportion of a dollar because the dollar 
covered the Viscount and two DC-3’s. 


Mr. FISHER: What was your book value? 
Mr. McGrecor: I would think something in the order of $220,000. 


Mr. FISHER: As you probably know, the government air line in Saskatche- 
wan has had communication from one of the officials who was not so much 
critical of Trans Canada Airlines’ role in the deal but suggested that if that 
particular kind of arrangement that actually developed had been offered or 
had been open to the other carriers who were interested there would have 
been a great deal more interest in the matter. I just wondered whether T.C.A., 
at the time the deal was being worked out, initiated any discussions with 
any other carrier. . 


Mr. McGrecor: I do not think we initiated any. We were convinced that — 
TransAir was in a better position to operate those routes and for some reason, j 
somewhat to our surprise, they seemed to be more interested in it. At last year’s 
committee, as you may remember, Mr. Fisher, I said I thought this was one of 
those happy associations where everybody seemed to be content. However, it 
turned out that the contentment of TransAir did not last very long. It was not ~ 
many months old before they applied for authority to abandon the western 

half of the southern so-called prairie milk run, and were so authorized. 
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Mr. FISHER: Where does the responsibility lie if such an arrangement should 
break down in so far as the value of the transaction that was involved is 
concerned in getting out of that particular operation? You gave certain con- 
siderations to TransAir. Now, TransAir undertook certain obligations. Trans- 
Air has pulled out of part of those obligations. What does this do to the 
value of the transaction that you entered into? 


Mr. McGrecor: It really does not do anything. The commitment of Trans- _ 
Air was to operate the route, or the two routes as we then knew them, or such. | 
variation thereof as was authorized by the air transport board. So TransAir 
very naturally has protected themselves against any accusations of being in ~ 
default of the contract by seeking authority from the air transport board to 
abandon the route west of Regina. They got it and did it quite legally and 
legitimately. This left T.C.A. lacking an operation that was costing us $300,000 
a year. This we could afford to be without. 


Mr. FISHER: I think it was good business from T.C.A.’s point of view. But 4 
I was curious about the value of the transaction and the role T.C.A. might — 
have played in it. 


Mr. McGrecor: We had no idea—despite the fact that we had revealed — 
our traffic figures completely to Trans-Air—we had no thought in our mind that | 
they might discontinue part of the operation. I do not think they would have | 
done it if they had not been given an idea by the fact that one of the airports — 
went out of service automatically because of spring conditions. So they said at — 
_ the air transport board:— “We cannot operate into these places”, and the air ~ 
transport board said that they understood. This may have given them the idea ~ 
to apply officially for the cut-off. oe 


Mr. FISHER: You are a government corporation operating very much like © 
a private corporation. You enter into arrangements approved by a government a 
board for which you give certain values to protect the corporation in return _ 
for a release from an obligation. The carrier does not live up to the obligation, ~ 
and the air transport board O.K.’s it. And the value, the consideration, let us. 7 


| 


a 


a 
i 


4 
q 
i 


4 
it i 


RAILWAYS, CANALS AND TELEGRAPH LINES 353 


say, that led to the original deal so far as those of us in parliament can see, 
is completely left out of account. There was no seeking or direction from any 
public interest. 

Mr. McGrecor: I do not think there ever was going to be. But we had 
applied to have abandonment of the whole route. I do not think that the air 


_ transport board could have gone on forever denying us that right, because they 


4 
a 
rf 


f i, 
ys 
. 


were in a very embarrassing position. They did not provide airports capable of 


_ handling our aircraft. We were losing money, and they could hardly insist and 


say you must continue to operate. I do not think so. I think that the communities 
along the prairie milk run, so called, are better off with what service they are 
getting, which is between Winnipeg and Regina, and Regina to the north. 


Mr. FISHER: I cannot pin the responsibility on T.C.A., or tie it in to the 
contract that was entered into. Was there any discussion about putting a rider 
in the contract that there would be a return to T.C.A. of some of the equipment, 
if TransAir did not live up to the contract? 

Mr. McGRreGor: Yes, the penalty was $500,000 payable by TransAir to 
T.C.A., as it then was, or a proportion thereof if they abandoned the operation. 
I do not think that they or we thought of the penalty as a condition of partial 
abandonment. 


Mr. FISHER: What has happened to that clause? Has it been affected? 
Mr. McGrecor: They have done nothing contrary to the contract. It also 


says that they must operate in accordance with the authority of the air transport 
_ board. 


Mr. FISHER: So if we are going to pin any responsibility for the fact that 
no money came back to you, it would have to be pinned on the air transport 
board? 


Mr. McGregor: I think it would be more true to say that if you tried to 


_ pin responsibility for the fact that areas west of Regina are not being serviced, 


that is true. It would be the air transport board. And if we had had to keep on, 


_ it would have been the same answer, I would hope. 


Mr. HAHN: What about the three aircraft involved? Are they Sek owned 


_ by TransAir? 


Mr. McGrecor: To the best of my knowledge, yes. 
Mr. HAHN: Are they being utilized for that part of the service? 
Mr. McGregor: I do not know about the DC-3s, but I do know about the 


_ Viscount, because part of the deal was that we would maintain the Viscount, 


and we are still required to do it. 
Mr. HAHN: They are flying it on that part of their route? 


Mr. McGrecor: I do not think they are flying it on that part of their route. 
I do not think they can, because the airports are not available for it. 


Mr. PriTt1IE: What was the loss on the Vancouver to Victoria run last year, 
and what were the load factors? 


Mr. McGrecor: The answer to the first part of your question is $785,000; 
and the load factor was 52 per cent. 


Mr, PRITTIE: Thank you. In reply to a previous question about this I think 
you stated that all, or practically all, of the short runs have lost money, but 
are maintained fan the purpose of feeder service for the main line in many 
cases. You are down to six flights a day from Vancouver to Victoria except on 
Sunday, when it is five, I believe. What is the minimum to which you can go? 
This is a very large figure, $785,000, with a load factor of 52 per cent. You must 
have similar runs such as Vancouver to Seattle, Halifax to Moncton, and Regina 
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to Winnipeg, where there is considerable loss in the way of load factors. How 
many runs a day do you make, and how do they compare, because this is quite 
a large amount of money as far as your total goes. 


Mr. McGrecor: I do not think there is any rule of thumb in this area. We 
have operated routes as low as 5 flights a week. But we are in business to move 
passengers and goods and we try to meet traffic demands over all. An annual 
load factor of 52 per cent probably means that many flights are going out full, 
particularly on Fridays and Sundays. I do not think it is proper to say how 
infrequently you will operate. 


Mr. PRITTIE: Yes. It is not correct to say that all of them are a loss operation 
in financial terms. From Vancouver to Seattle you have three flights a day. Do 
you maintain those for the same reason, in connection with the main line, or are 
there other air lines operating there too? 


Mr. McGregor: No, we operate them for two reasons. First of all, these are 
continuations of Vancouver to Victoria flights, and we do not operate directly 
between Vancouver and Seattle, unfortunately. But there is traffic on both legs; 
there is a substantial amount of traffic in the right season of the year between 
Seattle and Victoria, and this we feel ought to be served. It is in the bilateral 
agreement that this route belongs to Canada, and we would be loath to dis- 
continue it for that reason. 


Mr. PRITTIE: I think the main point of what I have been considering is the 
fact of $785,000 a year which is a very great loss, with a great deal of alternative 
service; and you have six flights a day. Granted that you must keep a certain 
number for main line connections. I wonder if six flights are not too many in 
view of the demand? 

Mr. McGrecor: I think you may be right. 


Mr. PriTtie: This all adds up, and in other parts of the country I am sure it 
is not too popular. It seems to be a very great sum of money. 


Mr. McGrecor: We have “better” losses than that. 
Mr. PRITTIE: For example, where? 


Mr. McGrecor: I can give you several. Newfoundland, $1,145,000; Montreal 
to New York, $784,000. Mr. Harvey has drawn my attention to the fact ‘that 


these losses include the agreed proportion of our overhaul bases and general 4 


overhead—his Salary and mine, and so on. The abandonment of any one of 
these operations, I trust, would not reduce either of these figures. 


a Mr. Prittie: I have one other question with relation to the question Mr. 
Rhéaume asked about Calgary and Edmonton. Is it fair to say that a smaller 


operation such as T.W.A. has a smaller overhead? Would this be a factor in the — 


frequency of service and the cost of operation from Calgary to Edmonton? 

Mr. McGrecor: I really do not think so. I think those factors are an offset 
to some degree, but it is more a matter of what we refer to as the advantage of 
scale. We are operating 39 Viscounts, and I believe our over-all cost per Viscount 
and Dart engine, and so on, is considerably smaller than would be the case with 
an air line operating two or three of them. 


(Translation) 


Mr. LACHANCE: Mr. McGregor, I understand that only Air Canada and Air 
France operate the passenger service between Montreal and Paris. They are the 
only companies who operate a passenger service under an agreement. 
(Text) 

Mr. McGregor: That is correct, on direct flights. 
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(Translation) 

Mr. LACHANCE: Now, is it not true that the percentage of east bound pas- 
senger flights is 70% for Air France and 30% for Air Canada? In other words, 
the percentage of passengers carried by Air Canada is 30%, and the percentage 
carried by Air France is 70%, between Montreal and Paris, approximately at 
least. 

(Text) 

Mr. McGrecor: We will check our figures. 
(Translation) 

Mr. LACHANCE: The percentage of passengers moving between Paris and 
Montreal by Air France and Air Canada. I cannot comment on your 


figures now. The percentage of passengers carried to Canada from the whole of 
Kurope is, Air France 7.6 and T.C.A. 34.9. 


Mr. McGreEGor: Do you mind telling me the source of your figures? 

Mr. LAcHANCE: This is from a friend of mine. 

An hon. MEMBER: Explain. 

Mr. LACHANCE: Could these be the right figures: 30 per’ cent for. Trans- 
Canada and 70 per cent for Air France from Montreal to Paris? 

Mr. McGrecor: I would not think so. It might be as high as 40-60. I do 
not know cf any route where we are on a straight reciprocal basis in which we 
are far off sharing about half the traffic. 

(Translation) 


Mr. LAcHANCE: Could you find out in the next few days and tell the com- 
mittee what the percentage is between Montreal and Paris? Now, if the ratio 
is 70-30, as I said, or even 60-40, why do Air Canada carry fewer passengers 
than Air France between Montreal and Paris? Should it not be the other way 
round since Air Canada is a Canadian company and should be given more 
publicity in Montreal than Air France? 

(Text) 

Mr. McGrecor: I would not be sure of that at all. Their publicity is very 
strong. Anyway, I would like to see the figures. 
(Translation) 

Mr. LACHANCE: Now, Mr. McGregor, if that is true, as I think I have seen 
for myself, would it not be because there are not enough French-speaking em- 
ployees on the Air Canada aircraft between Montreal and Paris? It seems to me 
this is a fairly logical question. 

(Text) 
Mr. Crouse: Oh, Oh! 


Mr. McGrecor: There are no cabin staff on the flights who do not speak 
French. 


Mr. Benson: That is correct. 

Mr. McGrecor: None. Buy a ticket and try it. 

Mr. LACHANCE: I have. 

Mr. McGrecor: And you have found no French in the cabin? 


Mr. LacHance: I do not say I have found no French, but the proportion 
that spoke French was not very large on some flights. 


Mr. McGregor: Mr. Benson would like to speak to that. 


Mr. Benson: Effective May 1, this year, on all flights to continental Europe 
—flights to Paris or other points in Europe—the attendants are bilingual and 
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one of the stewardesses is trilingual, speaking German as well as English and | 


French. 


(Translation) 


Mr. LacHanceE: No, but you must recognize, Mr. McGregor . . . your re- 
marks gratify me and I understand that for some time now, since May, things 
have improved. Yet it must be recognized that the percentage of French- 
speaking travelers in the province of Quebec is large enough to affect the 
revenue of Air Canada and I think it would be in that company’s interest to 
make the most of the fact, namely, that there is a very considerable passenger 
potential in the province of Quebec. I know of a number of people who would 
have preferred to travel by Air France on various occasions, at least in the 
past, because of this situation. 


(Text) 
Mr. McGrecor: Even the mayor of Montreal does. 
Mr. GREGOIRE: Even the mayor of Montreal does what? 
Mr. McGrecor: Takes Air France on occasion. 


(Translation) 

Mr. LACHANCE: So will you provide us with the percentage between 
Montreal and Paris tomorrow, Mr. McGregor? 
(Text) 


Will you give us those figures from Montreal to Paris for Air France 
and T.C.A.? 


Mr. McGrecor: I do not think I caught the first part of your question. 


(Translation) 


Mr. LACHANCE: Could you supply us tomorrow with the figures concern- 
ing the percentage of passengers travelling by Air Canada and Air France 
between Montreal and Paris? 


(Text) 
Mr. McGrecor: Yes, I am sure I can. 


Mr. Basrorp: I would like to refer to page 9 of the report and the 
remarks about air cargo. What effort does the company make to develop 
markets for the products which might be transported by air? 


Mr. McGrecor: Well, it is quite a question. I know of no stimulative - ' 
effort we could apply which we do not. We advertise in all the trade magazines. 


We develop what are know as commodity rates to stimulate traffic. You may 
have read a good deal about a tremendous program we put on a few months 
ago to move Pacific coast fish east in Canada. This met with a tremendous 


amount of success. We have developed a market, particularly in France, for Bi 
east coast lobster, and lately have flown tons of lobster to France. I know 


of no stone we have left unturned in an effort to develop cargo, and this 
probably accounts for the percentage of growth. 


Mr. BAsrorpD: I was particularly interested in the west coast fish. 
Mr. McGrecor: I thought so. 
Mr. BASForD: How is that working out? 


Mr. McGrecor: Well, I have not had a report for the last few weeks, but 
they were most enthusiastic with the reception. 


Mr. Basrorp: Is there any need for a change in the fishery regulations eo 


pertaining to the type of fish which can be transported? 


Mr. McGrecor: I think perhaps there is a need for some change there 
but I am not an expert. I think there is a need for the ability to accumulate | 
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aie shipment. It has happened more than once that arrangements have been 
_ made for a great deal of space, however, the fish are not biting or something 


and they do not arrive at an assembly point at the right time. These com- 
modity rates are based on larger volume shipments. It is most desirable from 
the air transportation standpoint that if a commitment is made for space, it 
is used. 

Have you: any ideas about the breeds and types of fish involved? 

Mr. BAsForD: I did not catch one word you used. 

Mr. McGrecor: I said, do you have any idea about the specific type of 
fish that would be more popular in the east? 

Mr. BasForD: I was thinking of salmon particularly transported to the 
United Kingdom. 

Mr. McGrecor: You were speaking of salmon transported to the United 
Kingdom? 

Mr. BASFORD: Yes. 

Mr. McGrecor: Do you have fresh salmon in mind? 

Mr. BASFORD: Yes. 

Mr. McGrecor: The United Kingdom does have very good salmon of its 
own, you know. 

Mr. BasrorD: There have been experimental flights transporting fresh 
salmon to the United Kingdom which was sold there like hot cakes. 

Mr. McGrecor: From our standpoint, we are well willing to move cargo 
because in respect of Air Canada any cargo that is moved is a semibyproduct 
of passenger transportation and, therefore, it is extremely profitable. 

The CHAIRMAN: Mr. Matte? 

Mr. BASForD: I have not completed my questions, Mr. Chairman. 

As you are no doubt aware, the Department of Transport maintains some 
V.I.P. aircraft for the transportation of ministers and other individuals. I 
wonder whether Air Canada has ever offered a proposal to the government 
to provide to the government the same sort of service in respect of V.I.P.’s 
that the Department of Transport aircraft now provide. ; 

Mr. McGrecor: I do not know exactly what the Department of Transport 
provides, and you refer to the same sort of service. We have offered, and in 
fact on occasion have chartered aircraft to the government for various V.LP. 
travel. We were fortunate enough to be able to fly the Queen Mother to Can- 
ada a year or more ago and so far as I can make out from the communications 
I have received she and her party were quite satisfied. 

Mr. BasrorD: I am not asking the following question because I happen 
to live in the area, but are you aware of the type of arrangement that exists 
between B.O.A.C. and the United Kingdom and Europe? 

Mr. McGrecor: Yes, with respect to royal flights I am. 

Mr. BASForRD: Yes, and these royal flights obtain for B.O.A.C. millions of 
dollars worth of publicity; is that right? 

Mr. McGrecor: They have always been alleged to do SO, yes. 

Mr. BasrorD: Would that situation not also exist in respect of Air Canada? 

Mr. McGrecor: Not likely, no. 

Mr. BAsForD: Why would this not be true also in respect of Air Canada? 

Mr. McGrecor: It would not be true because the services provided cost 
about four times as much as B.O.A.C. receives in return. 

Mr. BasrorpD: These services cost B.O.A.C. about four times as much as 
it receives in return? 
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Mr. McGregor: Yes. 

Mr. BASForD: Why does B.O.A.C. provide that service in that event? 

Mr. McGregor: I guess perhaps they are told to do so. 

Do you know what is involved in one of these flights? It is different now 
but in the past in respect of piston engine aircraft the experts drew a curve 
of engine failure history in relation to time since overhaul, they took two 
aircraft and put eight engines, four each, at the low engine failure portion 
of the curve. They completely refitted the interior of two aircraft and hid one 
behind a hangar refueled and put on the ramp for the party. That is the 
one that went on the trip but if anything went wrong they rolled out the other 
one. This system is not a cheap system. 

Mr. BASFORD: Do I take it B.O.A.C. provides this service for nothing? 

Mr. McGrecor: I do not think so. 

Mr. Basrorp: If T.C.A. or Air Canada received some financial payment 
from the government less than what it cost to maintain the D.O.C. fleet would 
this be a worth-while operation both to Canada and to Air Canada? 

Mr. McGrecor: I do not think the D.O.T. fleet has ever been involved in one 
of these long range operations of which we are speaking. 

Mr. Rock: The R.C.A.F. is involved. 

Mr. Basrorp: Most of the aircraft involved are domestic. 

Mr. McGrecor: The Department of Transport owns a Viscount or two and a 
Jet Star, something small and fast, but it is not involved in the long range 
business. 

Mr. BasrorD: In your opinion it is worth while to the government to main- 
tain the Department of Transport aircraft? 

Mr. McGrecor: I do not know. 

Mr. Rock: That is a good answer. 4 

Mr. Basrorp: Do I gather from what you say that Air Canada certainly — 
would not want to maintain this service? 4 
; Mr. McGrecor: We would be quite willing to charter a flight to the govern- ; 
ment any time it wants us to do so, and we have offered to do so. We even at one ~ 
time offered to maintain a long range aircraft on a comparatively short notice 
basis. We would not want to receive a call for such an aircraft tonight to fly the q 
Prime Minister to England tomorrow but we would be quite prepared to keep | 
an aircraft at semireadiness if we were given a week or two weeks notice of its 
requirement, and we have said so. 

Mr. BAsForp: I take it from your answer you would not like to receive a call 
at nine o’clock in the morning to deliver the Secretary of State to Delhi? 4 

Mr. McGrecor: No, but I would not mind delivering him to Washington, at _ 
short notice. ‘ 

Mr. BasFrorp: In your answers to questions asked by Mr. Fisher this after- 4 
noon I understood you to say that the problems raised by your commitments _ 
under interlying agreements which worked to the disadvantage of T.C.A. had 
now been solved, is that right? 

Mr. McGrecor: I do not think that is too broad a statement, except it does 
not take the reciprocity into account. These problems work in both directions. 
We are set against C.P.A. in the matter of trans-Pacific traffic and they are set — 
against us in the matter of trans-Atlantic traffic. The agreement in principle — 
which I reached with Mr. McConachie promises an end to this difficulty. q 

Mr. Basrorp: Have these problems been solved or have they not been — 
solved? ers 
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Mr. McGrEGor: We both signed a document which stated we would stop this 
nonsense. 


Mr. BAsrorD: When will this policy come into effect? 


Mr. McGrecor: It will come into effect tomorrow as far as Iam concerned. 
I cannot answer that question for everyone. 


Mr. BAsForpD: Why is that policy not coming into effect tomorrow? 

Mr. McGregor: It is not coming into effect tomorrow mainly because the 
effective date was not established at the time of the agreement. I do not see 
any difficulty in this regard. C.P.A. has much more to gain than we do in this 
area. 

Mr. BAsrorD: When will an effective date be agreed upon? 

Mr. McGreGor: I would think an effective date will be agreed upon this 
week because, as I said, the teams are meeting in Vancouver beginning 
tomorrow. 

Mr. BAsrorp: Thank you. 

The CHAIRMAN: Mr. Matte? 


(Translation) 

Mr. MATTE: Mr. McGregor, in September 1963 you started a Viscount service 
between Trois-Rivieres and the Montreal-Quebec line. Have the results been 
satisfactory and do you intend to increase the service, because there is only one 
departure and one arrival each day? 


(Text) 


Mr. McGrecor: The answer is no to both questions. Initially because I 
suppose this was a new and unique service the traffic was quite surprisingly 
good. That traffic died off very very quickly and has not been improving. Our 
average per flight boarding at Three-Rivers in the months of September to April 
inclusive was 1.6 passengers, so we will not be increasing the frequency. In fact, 
if we did the right thing we would decrease the frequency. 


(Translation) 

Mr. Matte: Now if more advertising was done on the local television, 
perhaps, or on the radio? 

Mr. McGreGor: One moment, please. 


Mr. MATTE: Yes. If more advertising was done on the local television or 
radio it might encourage passengers to travel more by air? 


CFext) 


Mr. McGrecor: This might be true but the fact is, as you know, the city 
is not far enough away from Montreal or Quebec to justify air transportation. 


(Translation) 


Mr. Marcoux: I have a supplementary question. Was it decided to have 
a stop at Trois Rivieres after a survey by Air Canada or did the Department 
of Transport assist to some extent by favoring the daily stopover? 


(Text) 


Mr. McGrecor: Dr. Marcoux, the situation at the time was that the 
Minister of Transport had a certain affiliation with Three Rivers and he asked 
that we make a study. We made the study and it reflected a situation very 
much like the actual. So, I explained this to the Minister of Transport, and 
he asked if I knew that a bridge across the St. Lawrence at Three Rivers 
was being contemplated. And, I believe I said I had heard something about 
it but I did not know whether it was going to be built or not. And, he said: 
“Well, if it is built and when it is built, then the traffic at Three Rivers will 
improve greatly.” And, I am still living in hope that may be so. 
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Mr. Matte: Last year I was going to Trois Rivieres, but because of the — 
fog I had to land at Quebec which is about 90 miles farther on. I was told — 
there was no radar at Trois Rivieres. Does your company intend to set up 4 
radars wherever there are runways? ] 


(Text) 


Mr. McGrecor: No, we do not provide navigational aids. That is the 7 
Department of Transport’s function. e. 


The CHAIRMAN: Would you proceed, Mr. Crouse. 


Mr. Crouse: Recently Air Canada suspended its early morning flight — 
from Halifax to Saint John, New Brunswick. This has brought quite forcibly — 
to the attention of maritimers that regional air services are far from adequate. — 
In view of the inconvenience this action has caused many air minded people © 
could you tell us the reason for the suspension of this service? a 


Mr. McGrecor: Yes, I believe I could. I believe this is the answer given _ 
by the minister to the same question in the house. The frequency loss referred — 
to is flight 421, originating at Halifax at 7.35 a.m., via Moncton, arriving 
Saint John 9 a.m., and flight 428, which is the returning flight, departing — 
Saint John, 10.45 p.m., arriving Halifax 11.35 p.m. In terms of local traffic, © 
these two flights were poorly patronized. In the month of August, 1963, there © 
were 38 local passengers Halifax to Saint John in the month and 34 Saint / 
John to Halifax in the month, or less than three people per day. So, I do not a 
think the inconvenience is very widespread. Mf 

These two flights provided opportunity for a full day in Saint John for | 
the Halifax passengers. The current schedule for the summer has the first @ 
flight departing Halifax at 10.30 a.m., arriving Saint John) 1h £5) am, with © 
the last flight departing Saint John at 4.30 p.m., arriving Halifax at 5.10 pm. 

The local traffic increases on this route in the winter. Current plans for 
the winter of 1964-65 have a 9.40 am. departure from Halifax with a 10.2539 
a.m. arrival at Saint John, with a 9.25 p.m. departure from Saint John and — 
a 10.20 p.m. arrival in Halifax. It is felt that these will accommodate the # 
local traffic. 4 


Mr. Crouse: Now, I appreciate that the statement which you have given 
us is to the effect that this trade has fallen off; but, you are committed to | 
a policy which demands a fleet of large aircraft operating lengthy route pat- © 
terns, and I would like to ask what will be your policy when 72 passenger 
aircraft are put into service on routes which are now handled by 52 seat — 
Viscount aircraft? i 

Mr. McGreEcor: We have said that we still intend to operate Viscounts | 
through 1972, so perhaps we are being a little bit pessimistic when we think — 
of the time when the aircraft will have grown so large we will have to further © 
curtail the frequency. - 

Mr. Crouse: But, as a government supported service do you not feel 
you have an obligation to provide service as a regional carrier on routes 
such as the ones I have mentioned? a 

Mr. McGregor: Yes, and that is why we do these things. But, let us be | 
careful about this government supported operation. The government only con-_ 
tributes to T.C.A. when it has a deficit, which has been thrice in, the last 13% 
years. Z :, 

Mr. Crouse: I admit that is an admirable record, but in assessing the 
situation would you not agree that the regional routes, for example between > 
Halifax and Saint John, would be serviced better by smaller aircraft, and it 


view of the fact that you people have withdrawn from that particular service ; 
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would you raise objection if individual operators should apply and endeavour to 
move in and supply that service? 

Mr. McGrecor: It would depend on the circumstances. I would not think 
we would raise objections if they were going to improve the service, no. 

The CHAIRMAN: Would you proceed, Mr. Rock. 

Mr. Rock: According to your report there has been a substantial increase 
in your freight traffic. 

Mr. McGrecor: Yes, 22 per cent. 

Mr. Rock: Are these aircraft which are used all passenger cargo aircraft? 

Mr. McGrecor: I beg your pardon? 

Mr. Rock: Are the aircraft which are used all passenger cargo aircraft? 

Mr. McGReEGor: Yes. 

Mr. Rock: You have no aircraft strictly for freight? 

Mr. McGrecor: No, no longer. 

Mr. Rock: Have you any intention of going into strictly freight cargo? 

Mr. McGrecor: Not at the present time. 

Mr. Rock: Are you satisfied with the way your passengers are subjected to, 
what I would call, regimentation by the Murray Hill taxi service at the Montreal 
airport? I have on many occasions taken that taxi service and I find there is a 
lot of regimentation. It even got to the extent that you had to go into another 
office and report there, ask the price and all that sort of thing. In my experience, 
I have found that it is faster just to dial a number for another taxi, perhaps 
the Dorval taxi, and get into that. It provides a faster service and is about one 
third less. 

Mr. McGregor: Well, Mr. Fisher certainly will be interested in what you 
are saying. 

Mr. Rock: I do not want to get into the same subject, but I would like to 
continue. 

Mr. McGrecor: I did not know you could dial Dorval taxi and have one 
pick you up. 

Mr. Rock: Yes. You have the right to have any taxi pick you up. Have you 
any objection to giving your passengers a better service when they get off your 
aircraft, such as having a right to go to an area within the building where there 
would be available direct lines to different taxi associations. 

Mr. McGrecor: None whatsoever. In fact, the better service on ground 
transportation a passenger receives the better we like it. 

The CHAIRMAN: Have you a question, Mr. Muir? 

Mr. Murr (Lisgar): I have some short questions in respect of service and 
traffic. They have to do with the DC-9. When did you say the DC-9 would 
be in service? 

Mr. McGrecor: In the spring of 1966. 

Mr. Muir (Lisgar): What is the expected range of the aircraft? 

Mr. McGrecor: I think it is about 1,600 miles. 

Mr. Muir (Lisgar): On what routes do you intend to use them? 

Mr. McGrecor: On all routes that that range will accommodate. 

Mr. Muir (Lisgar): Is that just within Canada? 

Mr. McGrecor: Yes, and to some degree the inner Caribbean. 

Mr. Muir (Lisgar): What is the capacity in the economy and in the first 
class? 

Mr. McGrecor: In the configuration that we are planning it is a total of 72. 
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Mr. Muir (Lisgar): What propurenn of one Ha. be first class? 
Mr. McGrecor: Sixty economy and 12 first class. i . 
Mr. Muir (Lisgar): How much freight would you carry besides that? 1 
Mr. McGrecor: Not much, basically it is a passenger aircraft. a 
Mr. Murr (Lisgar): Are you negotiating for any routes that the DC- 9. q 
could handle, such as, say, the mid west, to Minneapolis, or even as far down | 
as Mexico, and particularly to San Francisco to tie in with the trans polar — 
route? ; 
Mr. McGREGorR: Yes. 
Mr. Muir (Lisgar): What are your hopes of getting it? . 
Mr. McGrecor: Negotiations were opened about a month ago between the 
United States and the Canadian governments on a renegotiation of the bilateral 
agreement. The best way to describe the talks is to say they were exploratory | q 
in nature, and the meeting was adjourned with a decision to reconvene in q 
mid July. On the basis of past history, I am not very hopeful. } 


Mr. Muir (Lisgar): Not very hopeful about any route through the southern | 
states? At the time that you purchased these planes which, I think, are built — 
in San Francisco— q 

Mr. McGrecor: Closer to Los Angeles. 4 

Mr. MuIr (Lisgar): Would that not be an opportune time to negotiate - 
a route, particularly since you are going to have to get your repairs at that 
point, will you not? | 

Mr. McGrecor: No, at Dorval. In any case, if there is something in your | : 
argument and I hope there is, this will continue because I have no thought — 
in mind that our purchase of the DC-9 will be confined to our initial order of 4 
Six. So this will be a continuing lever, if it is a lever. a 

Mr. Muir (Lisgar): Do you not think it would certainly be a terrific lift” 
to traffic growth if you could connect San Francisco with Winnipeg, and then” 
go over the trans polar route? 4 

Mr. McGrecor: We always desired to have the long diagonal transborder, : 
that is eastern Canada to the United States Pacific coast. : 

Mr. Muir (Lisgar): Why does the United States have a monopoly on the : 
whole western and southwestern part of the continent? 4 

Mr. McGrecor: The reason is, I suppose, that the United States is a 
country developed in depth from the border, and we are not. We are a thin 
band of population along the north side of the border, and the result is that” 
we have no real quid pro quo for the type of deep penetration that we would 
like to see. 4 

Mr. Muir (Lisgar): At the same time the United States aircraft coming | 
into Winnipeg use Air Canada as a feeder line. Are you using it very success- 
fully, because those planes are, I would imagine, a very paying proposition? — 

Mr. McGrecor: Yes. On the other hand, Winnipeg itself is not connecaa 
to the western United States by either the United States or Canada. i” 

Mr. Muir (Lisgar): That is right. Are you in favour of Scandinavian air 
lines taking on passengers to California when they drop down for servicing? 

Mr. McGrecor: Indeed I am not. I am not in favour of any other air line 
taking on passengers if we can take them on. 


Mr. Muir (Lisgar): You just told me you do not fly to the western states, a 
so it would not make any difference, would it? rf 
Mr. McGrecor: It will make a difference, but we cannot do ei 
about it. Furthermore we do not know of any permission that S.A.S. has » 
operate between Winnipeg and the west coast of the United States. 
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Mr. Muir (Lisgar): They have not, but they do fly over Winnipeg to the 
_ west coast; in fact they land there, do they not? That is about as far as we can 
_ go with the DC-9 at the moment. 
: What do you think of the physical facilities of the new airports? You 
_ have been around all the new ones that we have been building lately; what do 
_ you think of them? i 
Mr. McGRreGor: We talk about an airport as meaning runways and naviga- 
tional facilities, and we talk about a terminal as being passenger and cargo 
handling facilities. Do you mean airports or terminals? 
Mr. Muir (Lisgar): I mean terminals. 
Mr. McGrecor: The new ones, with the exception of the walking distances, 
are basically good. 


Mr. Muir (Lisgar): You just rent them from the Department of Transport, 
do you not? 


Mr. McGReEGor: We rent the area we occupy, the counter area, office space, 
etc. 

Mr. Murr (Lisgar): But at the same time you are interested in the comfort 
of your passengers. What do you think of the idea that they have in Winnipeg 
where the old people like myself have to carry their suitcases upstairs without 
even an escalator? 

Mr. McGrecor: I do not think there is anything as bad as Dorval in that 
respect. 

Mr. Murr (Lisgar): What is the intention? Is it intended that they would 

load the aircraft from the second deck, is that the idea? 
a Mr. McGrecor: No. : 

Mr. Muir (Lisgar): Are you not going to load the DC-9’s from the second 
deck as they do in Newfoundland? 

Mr. McGregor: Not that I know of. 

Mr. Muir (Lisgar): I thought that at Gander you went out on a ramp on 
the second deck. 

Mr. McGrecor: You went out on a ramp but on the deck. 

Mr. Muir (Lisgar): I thought for sure that I was sober that night! 

Have you requested D.O.T. to instal escalators in Winnipeg, or have you 
made any suggestion to them that they should? 

Mr. McGrecor: Perhaps I am not talking on the same subject but we made 
strong recommendations to D.O.T. to have a moving sidewalk installed in the 
tunnel at Dorval, and I read quite recently that this had been approved in 
estimates, but no work has yet been started. Basically it is this, anything that 
improves the service to the passenger or decreases strain and annoyance to him 
we are heartily in favour of, particularly if D.O.T. is paying for it. 

Mr. Murr (Lisgar): Would you like to request D.O.T. on my behalf to put 
an escalator in Winnipeg? 

Mr. McGrecor: I would be glad to. 

Mr. Pascoe: Mr. Chairman, one of the drawbacks of being on your list of 
speakers so far down is that when your turn comes your questions have been. 
asked and answered. I had some questions in regard to service on the prairies 
by TransAir, but they have been asked and answered. There was one more 
point. Mr. McGregor indicated, I believe, that in the agreement with TransAir, 
Air Canada is servicing the Viscount. 

Mr. McGrecor: One Viscount. 

Mr. PascoE: Is that a very expensive proposition, and how much longer 
will it be carried on? 
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Mr. McGrecor: It is paid for by TransAir at T.C.A. standard cost of labour | 
and parts. 4 
Mr. PascoE: I have one more question. This was referred to on page seven q 
and it concerns the very substantial growth of air traffic. It is stated on page eight — 
that Air Canada was making a very concentrated air freight sales program. 7 
I have a press story here which speaks about the spectacularly growing trans- ~ 
portation of agricultural products by air. It says that the movement of agri- © 
cultural exports by air is broadening into all parts of the world. It also gives q 
the United States figures. It shows that farm products shipped by air total © 
20,200,000 pounds, or 15,100,000 pounds more than in the same period for the 4 
previous year. It refers to shipments of eggs in the shell, meat and meat — 
products, nursery and floral stocks, baby chicks, and so on. I think you indicated, — 
Mr. McGregor, that you were very interested in the shipment of fish, and so on. | 
Have you made any effort in regard to these other farm products? q 
Mr. McGrecor: Yes indeed, but I am afraid they are not Canadian. We | 
broke into the northbound traffic of farm products such as tomatoes in a big | 
way from the Caribbean last winter with fair success. We have always shipped — 
baby chicks and poults in both directions across the country. I laughingly — 
proposed one time a return fare on these but it turned out that it was not the 4 
same breed that move in both directions. We are very much in that market and q 
have done quite a lot to promote it. 
Mr. PascoE: Would you say it is expanding? 
Mr. McGrecor: Yes. 


(Translation) 


Mr. GREGOIRE: Mr. McGregor, in 1967 when the World Fair is to be held q 
in Montreal is Air Canada making any plans to meet the increased passenger — 
services that will be necessary at that time? 
(Text) 7 

Mr. McGrecor: Yes, very much. We are looking forward to it very hope- © 
fully and I would like to think that by 1967 we will have ample capacity to © 
meet any sharp peaking in traffic. ’ 
(Translation) 


Mr. GREGOIRE: Now, are you beginning to advertise in the countries abroad 1 
where you operate, or do you intend to advertise jointly with the commissioners | 
of the World Fair? 
(Text) 


Mr. RHEAUME: On a point of order, Mr. Chairman, surely Mr. Grégoire E 
can keep his questions closer to home than 1967. 


Mr. McGrecor: He is asking what is happening today. 4 
Mr. GREGOIRE: I am asking what is happening now in view of the fair in 
1967. 4 
Mr. RHEAUME: The report we are discussing is for 1963. f 


Mr. GREGOIRE: I think it is normal to ask what is being done now ready for 
1967. . 


Mr. RHEAUME: What are you going to ask on “Outlook” if you are using 
all your bullets now? 


Mr. GREGOIRE: I am dealing with passenger service now. 


Mr. McGrecor: We are a contributor to Mayor Drapeau’s world widel 5 
circulation of a magazine, the first issue of which came out under the title 
“Montreal ’64”. The third issue will be largely devoted to Air Canada as 
starter. 
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Mr. GREGOIRE: Do you intend to organize trips to the forthcoming fair 
_ through your agencies abroad, to organize special trips to the Fair? 


; (Text) 
Mr. McGregor: Yes. As a matter of fact, we have been doing that in the 
normal way for some years but we will give special publicity to the advent 


_ of the world fair, and I am quite sure we will have the required capacity from 
_ Europe and from the United States of America. 


(Translation) 


Mr. GREGOIRE: Do you expect to have a considerable increase before the 
World Fair? 


(Text) 


Mr. McGrecor: On certain routes, yes. I do not expect a very great in- 
_ crease on transcontinental because I do not think the Expo ’67 will be a great 
_ attraction to western Canadians. I think it will be a greater attraction to people 
from eastern United States and to Europeans. 


_ (Translation) 


Mr. GREGOIRE: As you will only have six DC-9’s at that time, as you said 
_a moment ago, do you intend to use them on the most suitable runs for the 
_ World Fair? Have you thought of that, have you made any plans along those 
lines? 
e( Text) 


| Mr. McGrecor: No, because I do not think we will only have six DC-9’s 
in 1967. I will be greatly surprised if we do not find it necessary to order 
_additional DC-9’s before even the first one is delivered. 


(Translation) 


i Mr. GREGOIRE: Have you thought of using your first, or rather preparing 
runs for that purpose with the new DC-9’s? 

(Text) 

Mr. McGrecor: I think if you are prepared to admit that the New York- 
Montreal route will be a very strong contributor, yes; and it will probably 
be one of the first routes served by -DC-9’s: 

Mr. Grécorre: And Toronto-Montreal? 

| Mr. McGrecor: I would think so, but there are DC-8’s and many other 
aircraft on that route. 


(Translation) 

Mr. GREGOIRE: This is a question Mr. Rock was asking a moment ago 
about the Montreal airport, the limousine service, have you made any inquiries 
about various airports to see whether the limousine service might not give 
rise to complaints on the part of your passengers, or have you had any com- 
plaints from passengers in that respect, do you intend to make any improve- 
ments? 

(Text) 

Mr. McGrecor: The quality of the limousine service is one of about 20 
items on our standard passenger questionnaire which we circulate twice a 
year to passengers of record within the previous one or two months. I must 
say that the limousine service is low on the list of priority so far as complaints 
are concerned. You have seen these questionnaires, no doubt. We can show 
you one. 


ry 
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(Translation) 


Mr. Grecorre: Mr. McGregor, people usually travel bP plane to save time “4 
but in most cases, when you arrive at Dorval, for instance, the limousine ~ 
stops at several hotels before reaching the one you want to set to, and you 
waste another fifteen or twenty minutes maybe. Would that give rise to com- | 
plaints?’ Does that not harm the Air Canada passenger service? _ 4 


(Text) 

Mr. McGrecor: I do not believe it hurts it. I think a passenger is inclined a 
to blame the evils of ground transportation upon ground transportation com- — 
panies and not upon the air line. One gets the same ground transportation | 
whether one is travelling by Air Canada, B.O.A.C., C.P.A., or any other line, © 
so I do not think that is particularly injurious to the air line. The only solu- q 
tion to this whole problem—and one that I shun greatly, would be for the ~ 
air line to go into the ground transportation business. I am a firm believer in © 
the shoemaker sticking to his last, and I think it would be very wrong for 
us to get into the ground transportation business, although I must say it has 
been looked at on more than one occasion. 


Mr. PRITTIE: Go by train to Montreal! 
Mr. McGrecor: That is very good advice. 


(Translation) 


Mr. Grecorre: That is precisely the example I wanted to give, Mr. | 
McGregor. Previously it took four hours to get from Quebec to Montreal but ~ 
now you can get from the centre of one city to the centre of the other by train ~ 
in two hours and forty-five minutes. And when you take the limousine from © 
the Montreal airport to the centre of the city you often have to wait ten, © 
twelve or even fifteen minutes before the limousine leaves, and it takes an © 
hour from the time you land to the time you reach the centre of the city, q 
and the same thing, forty-five or fifty minutes at Quebec, plus the flight.. 
Previously it took four hours by train and two and three-quarter hours by 
plane but now it takes two and three-quarters in both cases. a 
(Text) a 

Mr. McGrecor: Yes. For some years—about ten—I have been saying that 
my belief is that air transportation is for distances of 500 miles and upwards. — 
I quite agree that if one is travelling from city centre to city centre, either — 
from Montreal to Quebec or Quebec to Ottawa—and Ottawa to Toronto, I guess, | a 
can be included in this—surface transportation does not cost much time in — 
total. We do not make any money on this short distance travel so I would 
be very happy if they would take the trains, but they do not. | 


(Translation) 


Mr. GREGOIRE: But in spite that, people who go by plane, for examplals 
between Ottawa and Montreal, will continue on to Quebec City but those who - P 
get off at Montreal will arrive in Montreal from Bagotville, for example, Quebec, © 
do you not think the limousine service should be improved? For people who © 
travel a greater distance, for example from Bagotville to Montreal, those who > 
arrive at Montreal, those who travel from Toronto to Montreal, for those people — 
the service between the airport and the centre of the city is very poor at the 
present time. I do not know how it could be improved. Have you given the® 
matter any thought? 


(Text) 


Mr. McGrecor: We have thought of it many times. We have made sugges~ 
tions. We have even investigated with the railway the idea of operating some-_ 
thing like a day liner between the airport and the downtown rail terminals, a 
They are not very interested because, I suppose, these things would operate over . 
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_ main line railway right of way and would tend to interfere with long distance 
_ trains. This problem of ground transportation is as old as aviation and I do not 
_. know any place in the world where they have found a good solution for it. 


(Translation) 


Mr. GrEGoIRE: Mr. McGregor, do you get any complaints from people 
travelling by plane regarding the way luggage is handled by Air Canada? — 
Could you not try to send some inspectors for a few days to the place where 


- the luggage arrives to see the public reaction when they collect their luggage, | 
- often it is just a scratch and they do not think it worthwhile to complain, 
- but in time, after a month or a month and a half, people who travel to any 
extent find that their luggage is damaged, it has been knocked about. Do you 
_ hot intend to see the public reaction. I have watched on many occasions and I 
_ have seen people collecting their suitcases and saying ‘“‘there, there is another 


mark on: it’’. 


a (Text) 


Mr. McGrecor: Air Canada’s treatment of baggage, as far as I know, is 


_ pretty good. Are you talking about damage to baggage? 


Mr. GREGOIRE: Yes. 


Mr. McGrecor: I have a suitcase that has travelled maybe 200,000 miles 
and it still looks reasonably presentable. 


Mr. RHEAUME: Does it say “G. R. McGregor” on it? 
Mr. McGrecor: Of course, yes! 
Mr. GREGOIRE: I will bring you one I received just one month ago, in fact 


_ on May 1, and show you what it looks like now. 


Mr. RHEAUME: Put “G. R. McGregor” on it. 

Mr. McGrecor: You have not put “M.P.” on it, have you? 

Mr. GREGOIRE: No. 

Mr. McGrecor: I hope that these people realize that the baggage has been 


_ in a crowded trunk of the taxi getting to the air line and in a crowded trunk of 
_ a taxi getting away from the air line. My own observation indicates that there 
_ is more damage done to baggage on the ground than there is in the air lines. 


Mr. GREGOIRE: That has been my experience too. 


_ (Translation) 


Mr. Chairman, if you will allow me, I do not think I am taking up too 


- much of your time, I have one last question. Is Air Canada organized at the 
_ Bagotville airport so as to avoid any danger for their aircraft; more particularly, 
_ have any steps been taken since the last Viscount accident, in connection with 


a 


the military base since the Air Canada aircraft arrive at the same military base 
as the Voodoos flying in that area? Have any safety measures been taken, 


_ particularly at that airport to avoid accidents? 
(Text) 


Mr. McGrecor: Air Canada has no control over the operation at Bagot- 


4 ville. It is an R.C.A.F. field, and the control tower is administered by the 
_ R.C.A.F. Under the circumstances that applied to the accident to which you 


_ refer, I would think that special precautions would have been taken, but not 


by Air Canada. Would you like to comment on this, Mr. Rood? 
Mr. Roop: I believe that to be so, yes sir. 
Mr. McGregor: I should say that the same conditions apply at Uplands. 


_I mean that it is a jointly used field. 


Mr. MacEwan: With respect to the feeder service, I think that TGA 


should attempt to tie in their schedules with the feeder services. I am think- 
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ing specifically of Eastern Provincial Airways. There is only one flight per 
day five days per week, I am referring to the flight from Charlottetown to 
Trenton to Halifax. I have flown on that flight, and the only flight arrives at 
Halifax at two o’clock, while the connecting flight leaves at two thirty. If you 
could run 100 yards pretty well, you could make it. But now the T.C.A. flight 
leaves after the E.P.A. flight leaves, and even if you were jet propelled, you 
could not make it. I do not think there is too much traffic, but in the Trenton to 
New Glasgow flight there is a fair amount. I wonder if the officials can recall — 
if there has been any attempt made to effect liaison with E.P.A. on that one 
flight? 

Mr. McGrREGoR: We have had the same trouble before, and we endeavoured 
to schedule our plans with other carriers. For years we had a great squabble 
with Quebec Air who appeared deliberately to be avoiding connection. Whether 
that is true or not, I do not know. But we do not always know what they 
are going to do, and they do not always know themselves. Our operating plan 
is drawn up usually about six months before publication of the time table 
which establishes the flight operations. But the planning of many of the 
smaller carriers is not extended so far in advance. We certainly do not try 
to miss their connection. 

Mr. MacEwan: I think the flight time from Charlottetown to Halifax has 
been going on for some time. 

Mr. McGReEGoR: Only since June 15, has it not? 

Mr. MacEwan: I think it has been the same time period for a year at 
least. 

Mr. McGrecor: So far as I know from the hearing a few months ago and ~ 
the ruling of the air transport board, with respect to E.P.A.’s operations to ~— 
the mainland, it only applies to flights commencing June 15. } 

Mr. MacEwan: But I was referring to M.C.A. which has been taken over 
by E.P.A. 

Mr. McGrecor: I am not informed about that. Perhaps we are making a — 
better connection with their present service. We have endeavoured accurately 
to schedule the flights, but we found difficulty in finding out what their plans 
are. 

Mr. MAcEwWAN: Would you mind making a note of it? 


Mr. McGrecor: Yes, I would be glad to do so. 


(Translation) 

The CHAIRMAN: Mr. Marcoux. 

Mr. Marcoux: Mr. McGregor, you spoke earlier of the advantage there a 
would be in advertising for the purpose of increasing traffic, either passenger 
or freight traffic. I see here in your statement of revenue, the item sales and . 
promotion. Would it be possible to know what percentage is attributed to sales _ 
and what percentage is attributed to promotion, in other words to publicity, q 
and I would like you to tell us what you mean by sales. Is it the cost of repairs 
to premises, etc. 


(Text) 

Mr. McGrecor: No. The cost of selling is the maintenance of ticket offices, — 
the issuance of tickets, and the maintenance of reservation services. This is — 
not cheap. Promotion is largely advertising, and we can give you our adver- . 
tising bills as a proportion of the total of that item. The total 1963 expendi- 
tures for advertising and publicity which cover publications, radio, television, 3 
printed material, direct mail material, time tables, schedules, guides,—the total — 
for advertising and distribution is $5,318,000. 


A 
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(Translation) 

Mr. Marcoux: Then this would mean that you have spent about $5,800,000 
out of $29,000,000 on publicity. 
(Text) 

Mr. McGregor: I should have said $5,318,895 or $5,319,000. 
(Translation) 

Mr. Marcoux: Thus out of the $29,000,000 you have spent on sales and 
promotions, $5,800,000 were for publicity? 
(Text) 

Mr. McGrecor: No, $5,319,000. 


(Translation) 

Mr. Marcoux: That is approximately é for publicity and 3 for reservations 
and equipment. 
(Text) 

Mr. McGrecor: That is correct. 


(Translation) 
Mr. Marcoux: Does that compare with other airlines in your opinion? 


(Text) 


Mr. McGrecor: The proportion of advertising cost to gross sales is what 
we prefer as a basic measurement. It is just about the same as other carriers, 
perhaps a little bit lower. 


(Translation) 


Mr. Marcoux: Do you think that if you adjusted a little more to the figures 
of other lines you could get better results? 


(Text) 


Mr. McGrecor: I am not sure that I understand the point. No, I do not 
think so. I think our expenditures for advertising are properly related to the 
performance of other carriers who are operating in a higher expense advertising 
area. A lot of newspaper advertising in Canada is considerably cheaper than in 
the United States. I think our expenditure for advertising relates properly. It 
is, if the vice president in charge of sales is satisfied that the amount of money 
spent on advertising is about right. 

Mr. GRANGER: I was interested in Mr. McGregor’s reply to questions in 
respect of the possibility of handling fish by air, and that T.C.A. already handled 
lobsters in quantity to Europe. I would like to mention that the east coast of 
Canada produces fish in abundance. Europe consumes it in great quantities. I 
was happy about what Mr. McGregor said in respect of his company’s research 
and their constant endeavour to increase their freight traffic which has suc- 
ceded so well, with a 22 per cent increase. I was happy to learn that he is looking 
into the matter of shipping not only the higher priced fish such as salmon, 
turbot, halibut, but also fresh codfish to these economic European markets. 

Mr. McGrecor: We certainly have. Obviously the higher priced fish is the 
fish which can afford to travel by air, like humans. We would very much like 
to say that it would increase the east bound traffic because, like all our routes 
cargowise, there tends to be an imbalance in favour of west bound travel. So, 
anything that provided us with what you may cell a more even market for 
cargo would be very acceptable. 

Mr. GRANGER: Do I understand that your air line and others, in fact, do 
considerable work in developing markets? 


need. This may produce a large economical helicopter, but it has not done sO 
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Mr. McGreGcor: We work almost like ie eerste of amp steers ‘We 
go around to the big importers and say, “Why not ship this?” They say, “Well, 
if it goes down a cent a ton mile, or something, it might be all right.” So we try 
that. We peddle our wares in the matter of air cargo very strenuously. 

Mr. BasFrorbD: I would like to go back to the question of air terminals. To 
what extent are you and other major carriers consulted by the Department of 
Transport in respect of the planning for terminals? 

Mr. McGrecor: The history is rather mixed. The Department of Transport, 4 
prior to finalization of the plans for Dorval, asked that a syndicate of the air 
lines be formed. They asked us to chair this group. This group was composed 
basically of all the foreign carriers operating into Montreal, of which there are | 
nine or 11. The first draft of the Department of Transport plans was submitted — 
to that group, very strongly criticized and finalized. So, we were consulted; — 
but it did no good. 

In the case of Toronto an outside architect was used, and I think we can 
agree the result, while perhaps not perfect, is very much better. I do not know ~ 
whether in the case of Toronto we were specifically consulted. They never ~ 
have acted without asking us what we thought of the plans, and when we 
thought they were awful, the building was built as a rule. 4 

Mr. BASFORD: Have you been consulted with regard to the proposed terminal 4 
at Vancouver? i 

Mr. McGrecor: No, not to my knowledge. 

Mr. PRITTIE: It is rather late if you have not been consulted by now. 

Mr. Basrorp: No. This is why I am asking; they still have time. 

Mr. McGreaor: I am quite wrong. We were consulted. There was a sugges- 
tion about split control of passengers. If I remember it correctly, we found 
fault with it. In that case I believe our objections were considered, and some 
modifications were made. However, I am quite wrong; we were consulted in the 
case of Vancouver. a 

Mr. BasrorD: DoI take it, then, that the plans for Vancouver meet with your — 
approval? . 

Mr. McGrecor: Yes; I think it will be satisfactory. 4 

Mr. BAsrorD: Was C.P.A. consulted in a like manner? a 

Mr. McGrecor: I am sure they were. In fact, I think they joined with us in ~ 
our criticism. a 

Mr. BasForp: And I take it the criticism was accepted. i 

Mr. McGrecor: I believe so. 

Mr. BERGER: Very briefly, Mr. Chairman, I would like to go back to these — 
complaints which a few of my colleagues have expressed with reference to ~ 
ground transportation and limousine facilities. You have mentioned, Mr. | 
McGregor, that you have given a few talks about operating your own service. — 
Have you ever given any thought to Air Canada making available helicopter — 
facilities and charging a little more for taking your cipal: to the hotel — 
and back? : 

Mr. McGREGor: Yes. 

Mr. BERGER: If it is not feasible to have this type of service right now, 
could we expect to have it in a few years? - 

Mr. McGrecor: I think it is true to say we have been expecting it might a 
become economical within a few years, but it has not. The chances do not look a 
good. The development of helicopters depends almost entirely on the military — 


loa 


yet although the helicopters are improving. 
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Mr. Tucker: I understand that T.C.A. lost over $1 million last year in its 


4 operations to Newfoundland. No doubt some of this has been caused by the 


- poor location of the airport at St. John’s. I am wondering whether any con- 
- sideration has been given to relocation of that airport, or whether any thought 
has been given to having an alternative strip. Very often in St. John’s the 
weather is foggy because the airport is so near the coast, and yet 15 or 20 miles 
away, if an airport were to be erected, a plane could land without any difficulty. 

Mr. McGrecor: You are perfectly right. The airport at St. John’s is in a 
poor weather location, such as was the case in Halifax until a new one was 
built. I feel I would be stepping outside my proper role if I were to comment on 
what the Department of Transport may or may not be planning. Air Canada 
does not construct airports. I do not know where this stands in Department of 
Transport planning. However, you are perfectly right; St. John’s suffers seriously 
from interruption in weather conditions. I do not know whether or not that 
accounts for the financial result, but it certainly does not do it any good. 

The CHAIRMAN: May we carry the section on service and traffic growth? 

Agreed. 


The CHAIRMAN: We will meet tomorrow morning, gentlemen, at ten o’clock 
and finish. 


TUESDAY, June 23, 1964. 
(Text) 

The CHAIRMAN: Order, gentlemen. This morning we are on equipment and 
facilities. 

Would you proceed, Mr. Rhéaume? 

Mr. RHEAUME: Mr. McGregor, at our last committee hearings we talked a 
bit about the Vanguard equipment and at that time you mentioned, I believe, 
that one machine which the company owned still was in England. 

Mr. G. R. McGrecor (President, Trans-Canada Air Lines): Yes. 

Mr. RHEAUME: And, that the Vickers people were experimenting with it. 
Have you anything further to tell us in this connection? 

Mr. McGrecor: Yes. The aircraft was accepted for delivery last April | 
and is now in service. We believe that its time was well spent in this case in 
the United Kingdom because modifications were developed. We think that this 
had a substantial improving effect on the vibration level of the aircraft. 

Mr. RHEAUME: But, obviously they were not able to completely eliminate it. 

Mr. McGrecor: You mean eliminate the vibration? 

Mr. RHEAUME: Yes, as extensively as was hoped, as there is still some 
vibration. 

Mr. McGregor: Well, it depends a lot on the individual aircraft. I have 
been in three or four aircraft lately that I thought were excellent, and this is 
largely the degree to which the modification program has been applied across 
the fleet. I do not think we ever will eliminate vibration where there is move- 
ment, but this is now at a very satisfactory level. 

Mr. RHEAUME: So, were there some modifications made to all the other 
Vanguards? 

Mr. McGrecor: Not all of them yet, but they are in the process. They are 
- going through the fleet. 

Mr. RHEAUME: In respect of the new flight recorders on which I believe 
- Air Canada was going to spend $1,000,300 what progress has been made in 
regard to those installations? It seems to me that they were ordered last fall. 
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Mr. McGrecor: No, I do not think that is correct. We had one installed last 
fall on an experimental basis that proved out satisfactorily, and the order was 
placed for recorders, I think, just within the last few weeks. 

Mr. RHEAUME: But, these flight recorders are the sophisticated ones you are 
talking about? 

Mr. McGRrecor: Yes. 


Mr. RHEAUME: When will all your fleet be equipped with these flight 
recorders? 

Mr. McGrecor: The DC-8’s will be equipped by the end of the year but the 
rest of the fleet will take well into next year. 

Mr. RHEAUME: Am I correct in my assumption that at the present time 
Air Canada equipment compares favourably, in terms of these new things and 
its capabilities, to any other country in the world? 


Mr. McGrecor: I think so. It is well balanced and well related to the route 
pattern on which we have to operate. It certainly is young in terms of years of 
service; even the Viscounts are still a modern short range airplane. They are 
the oldest of our three types. I do think that is a fair statement. I certainly 
would not quarrel with it. 


Mr. RHEAUME: And, as a nation, we have equipment which can take us 
anywhere in the world, if necessary, and the level of equipment of our national 
air lines, both Trans-Canada Air Lines and Canadian Pacific Airlines, is as 
good as any other. 


Mr. McGrecor: We have as much range, and proportionate to our popula- 
tion I think a greater subsonic jet capacity than perhaps other countries. 

Mr. RHEAUME: I am following this line of questioning because I want to get 
on the record a response to what I think is an unfortunate statement made in 
the House of Commons to the effect—and this was at the time of Prime Minister 
Nehru’s funeral—that Canada has no equipment capable of making a long 
overseas flight and so on. As I say, this was the statement that was made and 
I just wanted to get on the record the fact that the kind of equipment that 
both our major air lines in Canada has is every bit on a par with that of any 
other nation. 

Mr. McGregor: I am glad you brought up the point. I certainly agree with 
you. The fan-powered DC-8 is the longest range subsonic jet I know of. In 
fact, one was flown non-stop from Japan to Florida. It is true that it was 
flown as a sort of stunt, if you like. But, it has a great range capacity, and 
certainly I would think that either of those aircraft will do any non-stop flight 
that could be asked of any aircraft other than perhaps a very long range military 
type. 

Mr. RHEAUME: I have some other questions on another subject, fins, furs 
and feathers, but I will wait. 

The CHAIRMAN: Would you continue, Mr. Prittie? 


Mr. GREGOIRE: Mr. Chairman, If you would allow me, I would like to ask 
the permission of the committee to revert to a subject upon which I put ques- 
tions yesterday, namely traffic and passengers. 

When I spoke in respect of the use of luggage on Air Canada I told the 
committee I would bring back evidence. I have it here with me this morning, 
_and if the committee would like me to present this evidence I will do so. It will 
take only three or four minutes, and then we might continue with our other 
work. 

Mr. RHEAUME: It is not your suitcase? 

Mr. GREGOIRE: Yes, it is. 


The CHAIRMAN: Would it take three or four minutes to show it? 
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Mr. GREGOIRE: I have it here with me. 

Mr. Prittie: That looks all right. 

Mr. GREGOIRE: Well, come closer. I will present it to you, if you like, Mr. 
McGregor. This is a suitcase I bought about 14 months ago and since that time I 
have used it only on T.C.A. I have never taken a taxi or train with it. I have 
travelled only between Ottawa and Bagotville, and I would like to show you the 
results of 13 months of travelling with it on T.C.A. 

Mr. McGrecor: I think I can see it from here. 

Mr. GREGOIRE: Then, if you can see it from there you will see that. 
(Translation) 

Here you will see for yourselves. You can see here that it is smashed in. 
You will see that it is scratched there. The leather handle is torn away. You 
have two very substantial marks, or three, four and even five. Here this side 
also, you can see that it is all quite badly damaged. If this continues, I believe 


that in six months this suitcase will have to be discarded. If you wish to look at 
it more closely, Mr. McGregor, I can hand it to you. 


(Text) 

The CHAIRMAN: I think Mr. Grégoire has made his point. 

Mr. RHEAUME: Could we have the brand name of that luggage? I think it is 
very important to know where it was built. 

Mr. McGrecor: That would be because of the roundel and the D:O:7, 
delivery apparatus; you know how it slides down. 

Mr. Kinpt: Mr. Chairman, as a footnote to Mr. McGregor’s comment, may 
I say that my luggage did not come in at all. Mr. Grégoire got his suitcase, but 
mine is still enroute some place. It is supposed to be delivered to my office in 
due course. I was unable to shave this morning; however, we are hoping that 
it will be available soon. Apparently it missed the plane at Calgary, and I am 
wondering why. I was there half an hour before the plane departed and when I 
arrived here at Ottawa—and, if I may say so, there was plenty of time between 
connections at Toronto—it did not arrive. It might be that a little bit of checking 
on your sorting facilities and so forth would be beneficial in this regard in order 
not to inconvenience your passengers. 

Mr. MacEwan: Mr. Chairman, if I may add to these comments, in defence 
of Trans-Canada Air Lines may I say that I had a flight bag which came into the 
Ottawa airport with one side of the whole zipper ripped. I called T.C.A. and one 
of the officials picked it up at my office, got it repaired and brought it back. 
Also, inside was a broken hanger and it was repaired as well. So, I feel quite 
lucky. 

The CHAIRMAN: Order, gentlemen. 


(Translation) 
Mr. CHAIRMAN: One moment, please, Mr. Grégoire had asked the privilege 


of showing his travelling bag. But would it not be possible to restrict questions 
of that nature, since we passed that item yesterday. 


Mr. GREGOIRE: Yes, but with the restriction that we would deal with it this 


‘morning. 


The CHAIRMAN: You made your point this morning already, 

Mr. GREGOIRE: Mr. McGregor does not seem to be willing to admit that 
travelling bags get damaged. I show him a brand new suitcase purchased six 
weeks ago; it is already quite damaged, and since Mr. McGregor does not seem 


‘to admit that there was negligence— 
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I think that, at this time, it is our duty. to ask questions | on that matter. 
There is the proof! 


The CHAIRMAN: Did Mr. McGregor deny that? 


(Text) 


Mr. McGrecor: Let me say that I do not think that any luggage can be ~ 
in use and not show some signs of it. I am just trying to make the point that 4 
I do not think that T.C.A. mistreats unduly luggage that is in its care. But, a 
I would defy anyone to invent a suitcase that is used between here and 
Bagotville at least once a week throughout the session and not show some 
signs of wear. a 


a: 
eh 


== sks 


(Translation) b 

Mr. BEauLE: Mr. Chairman, on a point of order, I would like to point out 4 
to Mr. McGregor, if he would use his earphones, that the equipment used to q 
carry the baggage at the Quebec airport, at Ancienne Lorette, is not adequate. a 
When there is a large amount of baggage on a plane, the fellow is in a rush. @ 
The baggage is thrown in the carts; he hastily delivers it at the baggage ag 
office, and he hurries back to the plane to fetch more baggage. As a matter — 
of fact, more baggage is broken up at that airport than anywhere else. I had 
a new wooden fiber suitcase, guaranteed for life, and it was completely — 
scratched after the first trip. This would not happen if the Ancienne Lorette | 
airport had more modern equipment to handle the baggage. 4g 


(Text) 


Mr. McGrecor: Well, I do not know about Ancienne Lorette, but I know 
the passage handling equipment at major airports and, therefore, I presume ~ 
that Quebec is provided with this facility through the fei) which is | 
D.O.T. I do not think that there is any question but that these roundels, witht 
the chute of padding coming down inside does give the baggage a shaking 
up, if not worse. I would say the soft flight kits are quite often mishandled ~ 
by the travelling belts and so on because they do not slide or go around © 
corners as well as hard suitcases. The same applies to the soft leather ones. q 
(Translation) q 

Mr. BEAULE: Mr. Chairman, I repeat what I already said: I would — 
like that the equipment at the Quebec airport, at Ancienne Lorette, be - 
changed. The baggage is not damaged by the belts but by the employees who a 
hastily throw the suitcases on the belt and immediately return to the pla 
to fetch more baggage because they do not have enough cars to carry the — iN 
baggage of the same plane. They are in a hurry, they throw the suitcases on 


the belt and then return to’ the plane. Furthermore, quite often, the car is i 
- overloaded. 


(Text) ie 
The CHAIRMAN: Would you proceed, Mr. Prittie. a 


Mr. Prittiz: Mr. Chairman, is my understanding correct that we are on E 
equipment and facilities? 4 


Soe ee 


“4 a 
maith 


(Translation) a 


Mr. GREGOIRE: Mr. Chairman, in conclusion what I would like to point 
out to Mr. McGregor is this: the baggase is handled in such a way that new — 
scratches or some new damage is caused at every trip, so that no one can 4 
complain that his suitcase was destroyed in one operation, but in the long | 
run. After one, two or three months, if you look at your bag, you realize” , 
that your bageage is not new anymore. It must be replaced after six months. | 
Personally, after eight or nine months, I had to replace mine, because it was 
no longer useable. It is possible that Air Canada have received no complaints 
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- because the damages resulting from one trip do not justify the laying of a 
- complaint. But I think that Air Canada should take the necessary steps in 


order to improve the handling of baggage, the carrying of the luggage and 


if this matter falls under the jurisdiction of the Department of Transport, 


then I think he would have to study the matter when he comes here and we 
could question him about it. 


(Text) 
Mr. PRITTIE: We are on page 15, equipment and facilities. 
The CHAIRMAN: That is right. 


Mr. Pritt1zE: Does Air Canada have all its maintenance and overhaul 
done by the company in Canada? 


Mr. McGrecor: Basically, yes. When I say basically I am referring to 
airframes, engines and major components. But, there may be specialized instru- 
ments and things of this kind, compressor units and so on, repairs to which 
are carried out by the manufacturer in Canada. 


Mr. PRITTIE: I understand that formerly Canadian Pacific Airlines was. 
having some of their maintenance work done outside of Canada and you were 
doing some of it here. Does the same situation exist? 


Mr. McGrecor: Yes. We still overhaul their Conway engines, that is their 
DC-8 engines, but not outside Canada. 


Mr. PRITTIE: You are doing the DC-8 engines. Do they have any special 
work done outside of Canada? 


Mr. McGrecor: I do not know whether they do now, but it was the 
case at one time. 


Mr. PRITTIE: Do you do all your own maintenance in Canada because you 
want the quality control or because you are a crown corporation and have in 
mind Canadian employment? 


Mr. McGrecor: I think this is a combination of convenience, efficiency 
and quality control. Certainly we are interested in Canadian employment and 
would not willingly see that work given outside of Canada if we could help it. 
But, if you are doing your own maintenance and overhaul work and can bring 
the aircraft into a base and relate your operation of the aircraft to the capacity 
of the base so that it is not waiting to be taken into a base once it is out of 
service, which could be the case if you are using an outside contractor. It is 
very much easier to relate the operation to the overhaul capacity and not 
Swamp the overhaul base at any time and not have it with slack periods. 
If you are in complete control of both the operation and the maintenance base 


- it is much more beneficial. 


Mr. PrITTIE: I first became interested in these three aircraft when there 
were a series of letters and editorials in the Globe and Mail in respect of the 
cost of operating Canadian Pacific Airlines and Trans-Canada Air Lines at 
the time, and I think there was some allegation made that your costs were 
higher because you were doing it all on your own and in Canada. Is there 
any difference in the case of each of the two companies because one is done 
in Canada and the other may farm it out to Bristol or some other overseas firm. 

Mr. McGregor: There was a special case which applied to a Britannia 
aircraft but I do not know that the costs are much different if you are having 
it done outside or doing it yourself. But, I know the convenience is marked. 

I presume that an overhaul outfit is doing it at a profit, which you do not © 
charge yourself and, therefore, I would think that farming out would be 
more expensive, unless the farming out, as it was in these cases,—one was 
Japan; one Amsterdam and the other England—proved to be cheaper because 


_ the basic wage rates are lower than here. 
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Mr. Prittie: Will this continue to be the case as you obtain DC- 0°5 and 
new types of aircraft? 


Mr. McGrecor: Yes. 4 
Mr. Prirtig: You are still prepared to do all your own maintenance? q 
Mr. McGrecor: Yes. | 4 
Mr. Prittie: Thank you, Mr. Chairman. 

The CHAIRMAN: Would you proceed, Mr. Hahn. 

Mr. Haun: Mr. McGregor, at page 16 it states: 


Unfortunately, the problem of finding suitable airport peconmnodat( gm 
at New York remained unsolved. 


It seems to me pretty important, if we are going to compete with American © 
and other air lines, that we have reasonable facilities down there. 
What is your problem and what is the hope of a solution? 


Mr. McGrecor: Well, we have Mr. Harvey the expert on this here. But, 
the problem was intense. First of all, to use its present correct name, the ' 
Kennedy airport already is extremely crowded and all terminal space adjaccnia 
to the main terminal building is spoken for. This drove us into entering into — 
tentative negotiations with, I think, three other air lines, with the idea of 
sharing their terminal facilities. Moone were were ea to spend money in 
the present area, with a possibility of one of these areas in the near future, © 
but eventually we became downright ashamed of the accommodation at Kennedl ; 
airport and recently let a contract and rented additional space. The whole area — 
is in the process of renovation now and the scheduled date of completion is I 
believe, July 31. But, that is temporary. We are still trying to get a permanent — 
arrangement with another carrier. There is not an inch on which to build — 
our own airline accommodation. You see, U.S. airlines all build their own 
departure terminals there. 9 


Mr. HAHN: Has there been any type of ganging up by the American 
carriers to prevent a foreign carrier from getting space there? 

Mr. McGrecor: No. This is under the authority of the New York Port | 
Authority. I would not say we have been ganged up on. But, I can assure you 
the costs relate very badly to our operation because, basically, we are operat-_ 
ing two short routes out of New York, a distance of 300 or 400 miles, whereas — 
most of the air lines based there are operating at least ivanscontenentst and 
a good number trans-Atlantic, with some operating to the deep south. So, our 
terminal costs at New York will be very high in respect of the gross revenue 
of our two operations out of New York. 

Mr. HAHN: My next question concerns development work which is going 
on in Britain on an automatic landing system, where the plane is landed - 
automatically and flown right down to the runway. 4 

Mr. McGrecor: Yes, and France. 

Mr. Haun: Are you people following that up or doing anything in that 
area? 

Mr. McGRrecor: Yes, I think we have kept ourselves very well informed 
on the automatic landing systems. I would like Captain Rood to speak about — 
this because many of our aircraft are being delivered with basic wiring for 
the installation of such equipment if, as and when it is moved in. But, the 
automatic landing of an aircraft obviously is something that has to be foolproof, 
and there are two or three ways of doing this. One is to triplicate the syste 
and another is to have an instantaneous hookup to the pilot in order that he 9 
can take over in the event of any equipment failure. 

Have you anything further to add on that Captain Rood? 
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. Mr. J. L. Roop (Director of Flight Operations, Trans-Canada Air Lines): 
_ Mr. McGregor, I think you have covered it very well. We keep up with industry 
in this regard, and that is all I can say about it at the present time. 


Mr. Haun: Can you give any forecast of when systems such as this might 
be in commercial use? 


Mr. McGrecor: I know you know your business, Mr. Hahn. As you know, 
there are variations of automatic landing systems, the so-called zero zero 
— landing, which I do not think anyone is prepared to put much trust in, and 
_ then there is the automatic flare out, which is a pre-touchdown automatic 
action which is not as complicated as the automatic landing. These are fairly 
close together, and although I am not sure, I think automatic flare out already | 
is in use on an experimental basis. However, I think it would be a rash man 
who would say these things will be functioning satisfactorily within 18 months 
or 2 years. SUD has done a lot of experimental work on this, and I have 
_ watched some of it going on there. Also, I think that Trident has an installa- 
_ tion which has at least automatic flare out. I am referring to the de Havilland 
job in England. 


Mr. HaHN: Does this reduce the limits in which aircraft can operate? 


Mr. McGrecor: If everything is working, yes. But whether this would 
result in substantially lower limits as soon as this system was installed I 
_ would not be prepared to say. It is something that will have to be moved 
~ up on quite carefully. 


Mr. MacEwan: Mr. McGregor, is the new maintenance base at Halifax 
working out pretty well with your plans? 


Mr. McGregor: Yes. I have heard nothing to the contrary and I am 
sure it is. 


: Mr. MacEwan: It would appear to be an ample building. Am I correct in 
- my understanding that you do the overhauling and maintenance of Viscounts 
- and Vanguards at that location? 


Mr. McGRrecor: We do line maintenance work, not overhaul. 


Mr. MacEwan: I was interested in the new electronic system called 
ReserVec which has been set up by T.C.A., and I wonder if you could tell us 
briefly how that works. I understand there is a central registry which gives 
the necessary information to any of the offices. Could you explain that briefly 
to us? 


Mr. McGrecor: Yes, as briefly as I can. Actually, the ReserVec central 
computer is located in Toronto and connected to all Canadian stations and 
_ Offices by high quality circuits. At each office there is at least one transactor 
which looks like a pop-up toaster, and when a reservation is requested either 
across the counter or by telephone the agent puts pencil marks on a card which 
identifies the flight and the two points involved, the desired travel, the date 
and so on. This is done by a platen closing on the card and the current flows 
along the penciled marks and actuates the basic memory in Toronto which 
serves the flights. Then, the computer says yes, there is a seat, and in two tenths 
of a second there is a clonk and a half moon is cut out of the edge of the card. 
If no seats are available there is a similar clonk and it indicates there is a seat 
on the flight previous to the one desired or the flight after. But, like all 
instruments it is not completely foolproof because if pencil marks are placed 
wrongly on the card or written out in the wrong place on the card the memory 
does not fix this. This does speed up the information regarding the availability 
of seats on any flight leg greatly and removes any human error in this area. I 
think it is no better, like all computers, than the information it receives. 


Mr. MacEwan: This system has been set up in all your offices all over 
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Mr. McGrecor: It has been set up in all the offices across Canada and all | 
over the United States with the exception of Tampa. 4 
Mr. Muir (Lisgar): I should like to ask a few questions in TERE of this sy 
item. Do you repair all three types of aircraft at Dorval? 4 
Mr. McGrecor: No, we just repair Vanguards and DC-8’s. a 
Mr. Muir (Lisgar): How many of each would you estimate you have had in © 
for repair during the last year? 7 
Mr. McGrecor: Aircraft are not repaired only when they have to he q 
repaired. They are on a schedule of overhaul which is related directly to the ; 
number of hours of flying. If an aircraft has done so many hours it goes in for © 
such and such a number of base check, and that is regardless of whether there © 
is anything wrong with it or not. I would say all Vanguards and DC-8’s have 4 
been in Dorval at least once during the last 12 months. 
Mr. Muir (Lisgar): You do not repair the Viscounts there at all? 


Mr. McGrecor: No, sir. 
Mr. Muir (Lisgar): What has been the number of employees at Dorval 7 
during the past year? Could you tell us the difference between the figures in © 
respect of employees at Dorval from last year and this year? 4 
Mr. McGrecor: Just one moment. The only information we have is in — 
respect of the total employees at Montreal, but we could have that broken ~ 
down regarding the base. q 
Mr. Murr (Lisgar): You have not got that information now? 4 
Mr. McGrecor: We do have the total figures which include all depart- | 
mental personnel if that is any help to you. 4 
Mr. MvuIrR (Lisgar): I had in mind the number of employees at the repair — 
depot, or at the repair shops. You have not got that information? q 
Mr. McGrecor: I could get it for you. 1 
Mr. Murr (Lisgar): What type of aircraft do you look after at Win-— 
nipeg? 4 
Mr. McGREGorR: We look after Viscounts and Dart engines at Winnipeg. © 
Mr. Muir (Lisgar): Can you give me the number of employees for last 
year and this year at Winnipeg? a 
Mr. McGrecor: I would say the number as at December, 1963 on main-— 
tenance and overhaul was 847, in September, 1963, 854; in June, 1963, 855; in — 
March, 1963, 852 and in December, 1962, 866. 
Mr. Muir (Lisgar): Are you going backwards in respect of those | 
figures? a 
Mr. McGReEGor: Yes, and giving the dates. 
Mr. Muir (Lisgar): In other words there were more employees at the 
end of December than there in June? ‘a 
Mr. McGrecor: I was referring to December of 1962. 4 
Mr. Muir (Lisgar): There were 847 employees at that time? 
Mr. McGrecor: There were 847 employees in December of 1963. 
Mr. Murr (Lisgar): Yes, and what was the figure in respect of December — 


i) 
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Mr. McGrecor: The figure in that regard is 866. 
Mr. Muir (Lisgar): What is the number of employees at the present time 
do you know? : 
Mr. McGrecor: As at April the number of employees was 845. 
Mr. Murr (Lisgar): Did you say 845? 

Mr. McGrecor: Yes. 
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‘Mr. Muir (Lisgar): How is that statement reconciled with a statement 
made in a letter the Minister of Transport has written to Mr. Thompson, who 
is going to be a new commissioner, to the effect that the Prime Minister of 
Canada has already indicated publicly that it is the policy of the government 
of Canada to do everything possible to maintain employment at this base 
and, if possible, to increase it? I should state also that during the last hearings 
of the special committee this assurance was given, and that for a period up to 
1970 the number of employees would be at least maintained if not increased. 


The figures which you have just given us seem to indicate that that is not 


happening. 
Mr. McGregor: I think that your statement is quite incorrect. So far as I 


know the statement was made that the base would be maintained through to 
1972. I do not think there was any mention made of employees. 


Mr. Muir (Lisgar): I think I can give you the quotation. 
Mr. McGrecor: Yes. 


Mr. Murr (Lisgar): We can disagree in that regard, whether such a 
statement was made or not, but I can assure you that I can prove it was 
made not only in the House of Commons but to the special committee. We 
will leave that subject in abeyance for the time being, 

I should just like to read from a paragraph in a telegram which was sent 
to the Prime Minister in which the sender has the following to say: 


The worst fear of T.C.A. Winnipeg employees, that your assurance 
to Manitoba would be contravened is now happening. The closing of 
Winnipeg T.C.A. facilities has officially begun. 

In Winnipeg there are manpower surpluses due to work shortages 
(created by low Viscount utilization). In Dorval there are man- 
power shortages due to work surplus. The obvious solution and in line 
with your commitment to Manitoba is, to ship work to Winnipeg, 
particularly Viscount work which is now done in Dorval under the 
guise of economic efficiencies. 


I will break into the quotation at this moment to ask you again whether 
there are any Viscount aircraft being repaired at Dorval? é 


Mr. McGrecor: There are no Viscounts being repaired at Dorval whatso- 
ever and there never has been any overhaul work done there on Viscounts or 
Dart engines. That last telegram sentence is a straight lie. 


Mr. Muir (Lisgar): Let us say the man was misinformed. 
Mr. McGrecor: He is not an official of the union, either. 
Mr. Muir (Lisgar): Perhaps I may continue with this quotation as follows: 
Winnipeg employees are now required to indicate their choice of 
filing Dorval vacancies. If the vacancies are not filled by Winnipeg 


personnel, the results will be lay-offs in Winnipeg. This very clearly is 
coercion, either move to Dorval or face termination of employment. 


Do you agree with that statement? 


Mr. McGrecor: The first part of the statement is correct, but this is not 
coercion. 


Mr. Muir (Lisgar): The fact is that this group of people whose employ- 
ment has been terminated in Winnipeg have been given the choice to go to 
Dorval or get out; is that right? 


Mr. McGrecor: The vacancies that exist at Dorval have been posted at. 
Winnipeg and the employees have the right of bidding in under our agreement 
between the unions and the air line. I have the figures regarding the results of 

21176—63 


380 STANDING COMMITTEE 


that bidding-in. There were something like 57 bid ins for 20 vacancies at 
Dorval. aa 
Mr. Muir (Lisgar): Would you think the reason for that bidding in is that ; 
they are afraid they are going to lose employment in Winnipeg? “a 
Mr. McGrecor: I think so, yes. 
Mr. Muir (Lisgar): You are willing to say that you think the employment 
in Winnipeg will drop still further? © ‘: 
Mr. McGrecor: As the employment relates to our Viscount operation, yes. 
I have no doubt that the Prime Minister had some other thoughts in mind, but - 
what the implementation of those ideas will do or how much work they will 
produce I do not know. q 


Mr. Muir (Lisgar): As far as T.C.A. is concerned you feel that the level of 
employment will drop? i 


Mr. McGrecor: Yes. Because the operation of Viscount time is dropping ~ 
and the number of Viscounts in operation is dropping, and because the lene : 
of time between the overhaul of Dart engines is increasing, which tends ‘o f 
release employment, I think that is true. It is not our aim to employ more 
people at Winnipeg than that number for which we have useful work. . 


Mr. Muir (Lisgar): In other words, when you phase out the Viscounts _ 
you see no necessity of Air Canada keeping the repair base in Winnipeg? i 


Mr. McGrecor: Are you referring to the time when Viscounts are out of © q 
operation? 


Mr. Muir (Lisgar): That is right. 4 
Mr. McGrecor: That is correct. a 


i. 


Mr. Muir (Lisgar): You do not see any reason for that repair base at all 4 
at that time? x 


Mr. McGregor: No. 
Mr. RHEAUME: I should like to ask a short question. 


The CHAIRMAN: I think Mr. Muir has been asking questions in respect of | 
personnel regarding this item and I hope that we are not going to deal with — 
personnel at this time. 


Mr. RHEAUME: I should like to ask Mr. McGregor several questions i 
relation to facilities offered by Trans-Canada Air Lines under what is know 
as the Fin Fur and Feather Club whereby Trans-Canada Air Lines make 
available elsewhere in the world brochures in respect of various operations — 
in Canada which can be visited through the use of T.C.A. travel. This program > 
tends to be a sort of package deal offered to individuals coming to and going © 
~ away from these lodges. The reason I am asking these questions in this regard _ 
is that I am not sure of the ground rules, and I should like to bring to th 
committee’s attention a serious kind of problem that has arisen in respect off a 
this specific thing in Winnipeg. i 


Mr. McGrecor: You are referring to something which happened in % 
Winnipeg? 
Mr. RHEAUME: Before I make that specific Herenende I wonder whether yo 


could give me some information in respect of the ground rules of this Fin, Fu 
and Feather Club? 


Mr. McGrecor: I am not an expert in this regard but I know it is a sales 
gimmick that has been going on for two or three years, and I believe agencies 
are involved. I do know that we sponsor shows, particularly in the larger 
United States cities, basically plugging sportsmen attractions in Canada. 

Iam not familiar with the ground rules of which you speak. 
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"n Mr. RHEAUME: The specific complaint I should like to bring to your atten- 
- tion for comment relates to a Canadian tourist operator in Winnipeg, Warren 
_ Plummer who operates Plummer lodges at various places in the north. I have 
been advised by this company that Trans-Canada Air Lines has refused to 
advertise their facilities, as they do in respect of any other Canadian facility, 
unless this tourist lodge company is prepared to pay ten per cent of the travel 
fee to the agent booking the flight. I hope you will correct me if I am wrong, 
but when the Fin, Fur and Feather Club was started the acceptance by Trans- 
Canada Air Lines of facilities for promotion was like a good housekeeping stamp 
of approval and T.C.A. would then use these brochures because the facilities 

met certain requirements and were perhaps regarded as first class operations. 
If the complaint from the Winnipeg firm is correct I can assure you it has 
nothing to do with the adequacy of the facilities offered but rather because the 
operator is not prepared to pay the ten per cent commission. 


Mr. McGrecor: The ten per cent happens to represent the commission paid 
on group tours to agents under the A.T.C. regulations and, as such, is perfectly 
legitimate and does not go to T.C.A. 


Mr. RHEAUME: I am aware of that situation. 


Mr. McGrecor: I do not think that T.C.A. ever set itself up as an examiner 
of the various camp facilities, or to make sure the fish were biting, and so on. 
I think we are prepared to distribute the brochures we get and accept them at 
face value. 


Mr. RHEAUME: Would you feel then in terms of facilities offered by com- 
panies overseas and so on and the treatment afforded to those companies should 
also be available to Canadian operations, and Canadian operations should be 
eligible for listings on equal terms by T.C.A. booths operated at fairs. 

Mr. McGrecor: I would think so if they are prepared to meet the conditions, 
yes. 

Mr. RHEAUME: You feel that if the company refuses to pay ten per cent 
commission therefore Air Canada should not promote their brochures on a 
basis equal to any other companies brochures? 4 

Mr. McGrecor: That is quite right because they do not know how the 
agent will be looked after. 

Mr. RHEAUME: But there is no money involved as far as Air Canada is 
concerned? 


Mr. McGrecor: There is no money involved other than in respect of 
transportation. 


Mr. RHEAUME: What I am suggesting to you is that any company operating 
in Canada ought to have equal promotion through Trans-Canada Air Lines 
facilities overseas and in the United States and other fields, and I am not 
referring to commissions, as any other company, and the arrangement between 
travel agencies and tourist bureaus should be a matter to be settled between 
them and not a matter for Air Canada to consider. I do not think that Air Canada 
should get into the act, so to speak; what I am suggesting, Mr. McGregor, is that 
if I were a tourist operator and prepared to pay the travel agency, let us say 
ten per cent, for booking flights to my area I am not sure that is really any 
business of Air Canada’s and if Air Canada is going to operate booths to promote 
travel Air Canada should not worry about what I am doing and what my 
relationships are with my agent. 


Mr. McGrecor: I suppose the answer to your question Mr. Rhéaume, is that 
we have two choices in this regard. Either we can stop entirely trying to promote 
sportsmen travel into Canada, which we naturally are doing, or we can require 
the people whose brochures we do handle to meet the A.T.C. regulations in 
respect of the ten per cent agent’s fee. 
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Mr. RHEAUME: The ten per cent charge is in Bees? of group travel. 

Mr. McGrecor: That is right. 

Mr. Ru&aume: It is not a charge in respect of individual travel. 

Mr. McGrecor: That is right. 

Mr. RHEAUME: So by insisting upon the ten per cent commission for the | 
travel agent T.C.A. is in effect insisting on higher commissions than ordinary; — a 
is that right? q 

Mr. McGregor: That is not right if it applies to a group. 4 

’ Mr. RHEAUME: I am referring to individual travel. 4 

Mr. McGrecor: The charge in respect of individual travel is not ten per 4 
cent. I believe the charge is seven per cent, if I remember correctly. q 

Mr. RHEAUME: In the case to which I have referred there is more involved — 
than just the ten per cent charge. I have given your officers the cortespanden aaa 
covering the situation in detail. This is an important complaint because it 4 
involves a particular operator who moves quite a few hundred United States — 
passengers back and forth across the border into and out of Canada. He isy : 
sufficiently irritated by this situation that he is going out of his way to trans-_ . 
port people by other air lines services than Air Canada. He is doing this for — 
spite and says so, but as a Canadian it bothers him to do so. He has indicated — 4 
that if Air Canada is going to promote United States lodges by brochure he — 
is going to kick the giant in his own little way. 

Mr. McGrecor: I would suggest that if he is arranging for group travel he 4 
is still paying the ten per cent whether he is using T.C.A. or another line. 4 

Mr. RHEAUME: The operator to whom I have referred operates one Cana- q 
dian company that does not use the services of travel agents but prefers to — 
spend its own money on its own promotion work. I am wondering whether the 
whole business of the Fin, Fur and Feather Club would bear some sort of 
examination in an attempt to see the direction in which it is moving. q 

Mr. McGrecor: That might well be the case and we will certainly have as 
look at it. You have indicated that the correspondence is in our possession? P 

Mr. RHEAUME: Yes. : a 

Mr. McGrecor: We certainly will have a look at the situation. I think the 
alternative would be far worse from a Canadian standpoint. That is to shut the 
operation down. s 

Mr. RHEAUME: The reason I have made reference to this situation at this. 
time is that I know this company very well and that is does a great deal of 
good business in Canada with most of its money being spent in respect of air 
transportation in view of the fact they are bringing a great number of people 
into the Arctic. I think the operator is an important and reliable man and do 
not feel his complaints are frivilous. I will pursue this subject personally at a 
later date. That is all, thank you. 

Mr. McGrecor: Thank you. 

The CHAIRMAN: Mr. Tucker, do you have a question? 


Mr. Tucker: Mr. Chairman, the question I wish to ask Mr. McGregor may 
have already been asked and answered. If that is the case I hope you will 
indicate that fact to me. ; 

I should like to know whether T.C.A. has experienced any inconvencience 
and loss of revenue as a result of the fact that passengers do not reconfirm their 
intentions of using the services but do not cancel their reservations? 

Mr. McGrecor: Yes. / 

Mr. TucKER: These individuals do not reconfirm their intention of using 
their reservations? 
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Mr. McGrecor: In most cases the individuals are required to reconfirm or 
lose the reservation. That is not the difficulty of which we are speaking, Mr. 
Tucker. It is in the case of an individual who makes a legitimate reservation 
and because of circumstances does reconfirm but does not show up for the 
flight which causes the expense to the operation in the case of a crowded flight, 
of course, because this means a seat goes empty when a revenue passenger 
could have been using it but is denied the privilege of doing so. 

We do have some figures on percentages of no-shows available, all classes 


combined, on a quarterly basis. In the first quarter of 1963 there was 6.8 per 


cent of our reserved passengers who did not show up. In the second quarter 
there were 5.8 per cent, in the third quarter 4.5 per cent and in the fourth 
quarter 5.2 per cent. 

The corresponding figures for the industry in North America are six 
per cent, 6.5 per cent, 6.8 per cent, and we do not have the figure for the 
fourth quarter. The corresponding figures in respect of American Air Lines for 
the first three quarters are 5.1 per cent, 6.4 per cent and 6.4 per cent; in respect 
of T.W.A., 6.6 per cent in the first quarter, 6.6 per cent in the second quarter 
and 8.2 per cent in the third quarter. It would seem from those figures that 
we are in the area of the industry’s average; somewhat better in that we. had 
a somewhat lower percentage of no shows, and better than the two largest 
transcontinental carriers in the United States that I mentioned. 

Mr. TUCKER: What do you estimate the loss of revenue to be roughly? 

Mr. McGrecor: I do not believe we have ever attempted to estimate the 
loss of revenue because it would depend whether the seat made vacant bya 
no-show could have been used by a revenue passenger and that is not too easy 
to determine. 

Mr. TucKER: There is a definite loss in this regard? 

Mr. McGrecor: Yes, there is an unquestionable loss. 

Mr. Grégoire mentioned to me on the way up to Ottawa on Sunday night 
that he had asked for a reservation, had difficulty getting it, and then found 
there were empty seats on the flight. 

Mr. TUCKER: I have experienced that situation as well. 

Mr. McGrecor: Everybody has experienced this situation. Those empty 
seats are primarily the result of no-shows. 

Mr. TucKER: I suppose a solution to this difficulty would involve the travel- 
ling public being a little more courteous and thoughtful of the other individuals? 

Mr. McGrecor: I think that is true. I think Canadians probably are a little 
bit better behaved in this area, as these figures would indicate, than perhaps 
other nationalities. One would not dare to forget to cancel an appointment 
with a doctor, an oculist or a dentist if one cannot keep the appointment 
because his timetable is crowded, but I do not think the same attitude has pene- 
trated into the public’s mind in respect of air lines reservations. 

Mr. TUCKER: There is not much your officials can do about this situation? 

Mr. McGrecor: There is not much we can do except continue, and this 
is regarded by many people as a nuisance, the reconfirming procedure. This 
represents quite a safeguard against the occurrence of this no-show situation. 

The CHAIRMAN: We are now discussing the item on equipment and facili- 
ties. I realize it is very easy to stray but I hope we will confine our questions 
to that item. 

I have you on my list as the next questioner, Mr. Rock? 

Mr. Rock: I have no questions to ask. 

Mr. KinptT: Mr. Chairman, I should like to ask Mr. McGregor to express 
the views of the air lines toward the abandonment of the first class category 
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and the adoption of an entirely economy category in respect of .DC-8’s and } 
-Viscounts. I ask this question perhaps because this is a country where everyone | 
is equal with members of parliament being at the bottom of the totem pole, — 
having to travel economy. If everyone travelled economy a lot of headache 
and problems on the part of the air lines officials would then disappear. When- 
ever I attempt to get an economy reservation I am unable to do so and must — 
reserve a first class seat and have to pay the difference. I think there is ag 
problem in this regard resulting from the adoption of a category which does > 
not add additional revenue to the air lines, if I read your report correctly. In a 
other words, if all the space in your aircraft was devoted to an economy cate-— a 
gory your revenue could be expected to exceed that which you derive from the q 
first class category at this time; is that right? ey 

Mr. McGrecor: I would not be sure of that; in any event, to refer to the ‘ 
basic problem, I suppose everybody is equal bur some people are more equal 
than others. The fact is that one major carrier in the United States ree 
recently adopted a one class policy. I am referring to United Air Lines. That one © 
class is really neither economy nor first class but half way between the two in. a 
the matter of seating dimensions, space between seats and price. The officials — 
of United Air Lines suggest that this is a fine thing but, their arch-rival, 4 
American Air Lines, which flys parallel on several routes indicate this is a 
fine thing for it pecause the potential first class passenger is not satisfied witha 
the compromise quality of service, and their economy passenger is not satis- 
fied with the slightly higher price. American Air Lines claims, having retainec a 
the two class service, it is getting better traffic since United have moved t 
the one class operation. 

Quite frankly, we are keeping a very careful watch on this situation. We . 
have even done a pricing on a one class service in respect of our Viscount air-_ 
craft. All I can assure you is that we are looking at this very carefully, but there 
is argument on both sides, as there is in respect of most of these things. a 

Mr. RuEAUME: Just as a point of interest, Mr. Chairman, United Air Lines 
announced today it was dropping the one class passenger service and adopting a 
three class passenger service. This announcement appeared in today’s press i 
reports. 

Mr. Kinpt: What did you say? 

Mr. McGrecor: The example I have cited has suddenly ceased. 

Mr. Kinpt: Did you say they were adopting a three class policy? 

Mr. RHfauME: The announcement suggests the company will introduce a 
three class single aircraft service on flights to Chicago, Cleveland, Philadelphia 4 
and other places. i 

Mr. McGrecor: I do not go along with them in that idea. ; 4 


Mr. Basrorp: Mr. Chairman, I should like to refer again to questions in 
respect of the New York terminal. Was the company offered space by the noun 


- authorities some years ago? Ps 
Mr. McGrecor: Do you refer space on which to erect a building? 
Mr. BasrorpD: Yes. 
Mr. McGrecor: I think you may be right in that regard. 
Mr. Basrorp: What was the cost involved in that offer? en” 
Mr. McGrecor: I have no idea of the cost involved. I know the cost of an 
individual building in the area was in the multimillion dollar area. a 


Mr. Basrorp: What does the company intend to spend on Teas of 
existing premises? 


Mr. McGrecor: The sum of $150,000. 
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Mr. BasrorD: What is the life expectancy? 

Mr. McGrecor: The life expectancy in that regard is 18 months. 

Mr. BASForD: What will happen at the end of the 18 month period? 

Mr. McGrecor: I understand we will be in with somebody else. Mr. 
Harvey has three balls in the air at the present time. 

Mr. Basrorp: I understand there is no definite decision in this regard but 
can you assure me that there will be new terminal facilities in 18 months of 


some kind or another? 


Mr. McGrecor: I do not think I can give you that assurance. I will assure 
you that we will do our utmost to provide those facilities. 


Mr. BasrorD: What is the company doing in respect of hovercraft with 
particular application to the Vancouver-Victoria line? 


Mr. McGrecor: We are not very entranced with the hovercraft. Many 
of us went on experimental flights when it was here last year but none of us 
flew up the Lachine rapids as the aircraft did, if you call it that. But, we do 
not think that on a standard scheduled run of that kind it has a good potential 

Mr. BasrorpD: Is the company spending any money on research or develop- 
ment? | 

Mr. McGrecor: Not on research or development. We confine ourselves 
to engineering analysis of products that are developed and engineered by 
other firms. We never have done any specific research on our own and I do 
not know of any air line which has. 


The CHAIRMAN: I would ask members to please note that it is essential 
that members speak into their microphones because otherwise we cannot get 
a translation. 


(Translation) 


Mr. BEAULE: Mr. McGregor, if I understood correctly a while ago, the bag- 
gage maintenance equipment inside stations is under the jurisdiction of the 
department of Transport, and in the airport yards, the carts, cars and tractors 
belong to Air Canada? 


(Text) 

Mr. McGrecor: That is correct. 
(Translation) 

Mr. BEAULE: Coming back to Ancienne-Lorette, would it not be possible 
to obtain more modern equipment for the handling of baggage? 
(Text) 

Mr. McGrReEGor: We use the towed trailer at every airport. I do not know 
of anything more modern. 
(Translation) 


Mr. BEAULE: At Ancienne-Lorette, Mr. McGregor, they have a tractor to 
which is tied a large box. That box is filled with luggage which is taken to the 
baggage counter, and they go back to the plane to get more luggage and bring 
it to the counter. At Ancienne-Lorette, we see few of those carts you men- 
tioned. At that airport, it is a large box attached to a tractor. 

(Text) 

Mr. McGrecor: Well, I must say it is some time since I have been in 
Quebec airport. Can you give us any information on the availability of bag- 
gage trailers? I would be glad to look into this for you. If they are short or 
are not there at all we certainly will remedy the situation. 

(Translation) 
The CHAIRMAN: Do you wish to ask another question, Mr. Beaulé? 
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Mr. BEAULE: No, it is a question foe od ae the personnel. 


The CHAIRMAN: Mr. Balcer. be 
(Text) 4 

Mr. Baucer: Mr. McGregor, I would like at the present time to know if — 
the company is engaged in any discussions with helicopter manufacturers in 
respect of the possibility of a short haul service between, say, Ottawa and 
Montreal or Ottawa and Toronto? 

Mr. McGrecor: Well, Mr. Balcer, we keep oursleves in continuous touch 
with the technical developments of helicopters and we are continually hopeful. 
We price the operation but are continually frightened away by the high operat- 
ing cost per seat mile of any helicopter we know of up until now. But asI ~ 
said, we remain hopeful that the economies will improve. a 

Mr. Batcer: But you have placed yourself in the position that if there — 
is a financial possibility of operating a fleet of helicopters that you will be 
able to compete with others? 

Mr. McGREGor: Oh yes. 

Mr. BALCER: You are interested in that field if and when it becomes econ- 
omically feasible. j 

Mr. McGrecor: Perhaps I should say this. We are interested in anything — 
that will produce a condition where we can pick up passengers and deliver — 
them closer to their basic destination, such as city centres and so on, and ~ 
which will improve the over-all time and not deteriorate the relationship 
between revenue and expense. 9 

Mr. BatceEr: I recall when I was minister of transport one company invited — 
me for a trial run between the Chateau’Laurier and the Queen Elizabeth hotel — 
in Montreal. The plan at the time was for this to carry about 26 people and it ~ 
would make the trip between the two hotels in 40 minutes. However, although ae 
it sounded very interesting it never materialized. 4 

Mr. McGrecor: Exactly. Most of the organizations that become terribly — 
interested in helicopters, when they really get down to pricing the operation — 
carefully, find, as we have over the years, that it does not make good sense. 
As you know New York air lines operate helicopters, and they have an operation - 
between the three New York terminals and downtown Manhattan. I think that _ 
is the most highly subsidized air operation in the world. Also, Sabena have done ~ 
some extensive experimenting in this area, basically charging off the cost of — 
helicopter operations to their transatlantic operation which it feeds. But, the — 
fact is by the very nature of the best helicopters tend to be very expensive 3 
because they are completely dependent on the mechanical integrity of the rotor 
heads, even if there is more than one, and these require very frequent close — 
examinations and overhaul. : 

There are other reasons why it is expensive. I suppose over the years, as _ 
the basic size of the vehicle increases and better techniques are developed for _ 
rotor rotation we may see the cost come properly into line. You may remember — 
that there was another firm which investigated very strongly this possibility 
and they obtained a licence to operate between Dorval and downtown Montreal. 
However, they never started. 


The CHAIRMAN: Is the section headed “equipment and facilities” carried. — 
Some hon. MEMBERS: Carried. 
The CHAIRMAN: ‘Personnel’ is next. . 
Would you proceed, Mr. Prittie. a 
Mr. Prittie: Mr. McGregor, in looking at a recent issue of In Flight I noted x 
an article about the training of stewardesses. It mentions a period of five weeks — 


ee 


net ii ots 


i atel  al 


re a ra 


RAILWAYS, CANALS AND TELEGRAPH LINES 387 


and how much they are paid per month while training, and it ends up with this 
statement: 
While she is engaged in a demanding yet rewarding occupation, the 
average T.C.A. stewardess flies only about 18 months before exchanging 
her wings for a wedding ring. 

Do you require the young ladies to resign when they become married? 

Mr. McGReEcor: Yes. 

Mr. PRITTIE: Do you make this requirement immediately? 

Mr. McGrecor: If we catch them at it, yes. 

Mr. PRITTIE: It seems to me that you must spend quite a bit of money in 
the training of these girls and as a result of them becoming married in a very 
short time I would think you would lose the total value of your investment. 

Mr. McGrecor: It is twice as long as it used to be. 

Mr. PRITTIE: Is this policy followed in respect of other air lines, that they 
must resign when they get married? 

Mr. McGrecor: I cannot be sure of that but I do not think so. 

Mr. PRITTIE: Have you ever thought of changing your policy in that 
respect? 

Mr. McGregor: Yes, and decided against it. 

Mr. PRITTIE: You do not wish to elaborate? 

Mr. McGrecor: I would prefer not. 

Mr. PRITTIE: At what age are your air stewardesses required to stop flying? 

Mr. McGrecor: Perhaps Mr. Benson would answer that question. 

Mr. D. W. BENsoNn (Assistant Director, Passenger Services, Trans-Canada 
Air Lines): When the stewardesses are hired they agree their services will 
terminate at 34 years of age. 

Mr. McGrecor: But in what age brackets do we accept them as candidates? 

Mr. Prittie: That is in the report; it says up to 27. 

Mr. BENSON: Age 26 is the maximum age at which we will accept them. 

Mr. Prittie: I note that the American air lines require them to stop flying 


at the age of 32. ; 
Do you have any other work for the young ladies who wish to remain in 


the company afterward? 

Mr. McGrecor: It depends on their qualifications. We would like to con- 
tinue their employment if they are able to do other jobs. There have been a 
certain amount of transfers into the passenger agent field and many of them, 
through their previous training, are fitted for that type of work. Because they 
cease to be an effective stewardess there is no reason why we should sever our 
relationship with them. 

Mr. PRITTIE: I am quoting now from an article which appeared in the 
Ottawa Journal on December 5 of last year, which says: 

Trans-Canada Air Lines is being forced to concentrate its stewardess 
recruiting program in Europe to fulfill a policy of hiring only bilingual 
girls. 


Are you still recruiting in Europe in order to fulfill this requirement? 

Mr. McGrecor: I think so. However, our bilingual requirements are con- 
fined to the Dorval base. 

Mr. PrittTiz: Is your school not turning out a sufficient number of bilingual 
stewardesses so that you do not have to go to Europe to recruit? 
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Mr. McGrecor: Mr. Harvey he drawn my Nteoneige to ite fart that ou 
basic importation of stewardesses is confined to the trilingual group, whic 
Mr. Benson referred to yesterday, and those are required basically for th 
trans-Atlantic operation to Europe. I think the three languages usually are 
French, English and German. There were a total of 14 for the year 1963. 

Mr. Prittie: I can understand you hiring in Europe if you require German 
speaking stewardesses although I am sure there are many Canadians who could 
do that. But, the article suggested that it was for those who could speak — 
French and English. q 

Mr. McGrecor: Well, I think that is wrong. I think we can get those who 
can speak French and English locally, with a struggle. We did a tremendous > 7 
amount of advertising; we even made a very seductive movie of the life of a 
stewardess, and even that did not produce the flow of applicants we had hoped — 7 
for. a 

Mr. PrITTIE: How many groups have been through your bilingual fan 
school or your bilingual course for the flight personnel? 


Mr. Benson: Two enue with a total of 51 et attendants. 


are really eiineul now? 

Mr. McGrecor: Yes. Fluency is a relative term, but we feel they can carry © 
on a satisfactory conversation in either language in ithe areas to which they are — 4 
assigned. I have no doubt that their speech is accented either way, depending ~ 
on which is the mother tongue. : 

Mr. Prittie: I understand you have a contract with the school, but do you 
give them a company examination to satisfy yourselves on their ability? 

Mr. McGrecor: Yes. 

Mr. Prirrre: I have one other question. 

Last year I put a question on the order paper in respect of pilots who a 
had been furloughed, and part of the answer was: 


In so far as the May, 1963 group is concerned, no definite date for 
recall was indicated, although it is anticipated that this group ye 
be required during 1964. 


Are you getting back some of these furloughed pilots now? 

Mr. McGrecor: Yes, many of them. 

Mr. KinpTt: There was a time, Mr. McGregor, when air lines gave a 
preference to nurses when hiring. Is that policy being continued? 

Mr. McGrecor: That was a requirement at one time. 

Mr. KrinpT: But am I correct in assuming that you pay no attention to 
it now? 

Mr. McGreGor: We will give a preference. 

Mr. KINpT: Is it because of the unavailability of nurses? 

Mr. McGRrecor: We give a preference but it is not a requirement. 
(Translation) 


The CHAIRMAN: Pardon me, Mr. Berger, I had written Mr. Matte’s name — 
on my sheet. e 

Mr. BerRGER: Mr. McGregor, I must say first of all that I am pleased to 4 
see that of late you are paying attention to the cause of bilingualism. In the 
riding which I represent and which is approximately 99 per cent ae 
_ speaking, a few young girls were interested in becoming air stewardesses. In — 
particular, a young lady from my county studied in a private school in Torone . 
and I understand her marks were good. She applied for a position with your — 
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firm, and for reasons which I could never find out, she was not accepted. She 


wrote to find why, but she did not receive a satisfactory answer. I wrote 
personally, and I was told that it was not in the best interests of the young 
girl to tell her why she was not acceptable by Air Canada as an air stewardess. 
This young lady is somewhat disappointed. I think that she is fairly bilingual, 
although she evidently speaks French better. She told me that she could 
resume studying English if that was the reason why she had been refused. 
She has a fine personality. I have come to the conclusion that the young lady, 


- who is quite disappointed to have been rejected, is wondering why she was 


refused by Air Canada as an air stewardess. She is under the impression that 
there might be some discrimination, and that the English speaking stew- 
ardesses who speak some French are preferred to the French-speaking stew- 
ardesses who speak English fairly well. She spread that feeling in her 
surroundings, and I well understand her. Now, you girls who could become 
excellent air stewardesses do not wish to apply with Air Canada because they 
say that in spite of the bilingualism which you advocate and which you apply 
at present, there still remain some discriminatory measures. 

Would it be possible to find out why this young lady was refused, so 
that she will not delude herself anymore and say to others why she was not 
accepted? Why was she not told the real reason? I am somewhat mystified, 
and I would like to know the reason, so I can inform other pretty, efficient 
and intelligent young French-Canadian girls who could become quite an asset 
to the personnel of Air Canada. 


(Text) 


Mr. McGrecor: Can you tell me whether the applicant in question had 
a medical examination? 


(Translation) 

Mr. BERGER: I am practically convinced of this. She had already been 
examined, on her own, by her family doctor, and everything seemed to be 
fine in that respect. She herself wanted to know if that was the reason, and 
she asked if whether it was a matter of health, but they never gave her 
an answer. They said that it was not in the best interest of the young lady 
and that such information was not being given. 


(Text) 

Mr. McGrecor: I do not know anything about the case you are mentioning 
but I do know that if she had a company medical that might provide the 
answer to your question, and that is the only answer I can think of why she 
would not be told. All our flight crew, both cabin personnel and pilots, are 
given particular attention in respect of medical examination from a psychologi- 
cal point of view, and their ability assessed in respect of, to be colloquial, 
keeping their heads in an emergency. If the girl to whom you have made 
reference was found wanting in this area, and this is only conjecture on my 
part, it would be good business either for the company, or for the ginl for 
the officials to say we have examined you medically and have found you are 
potentially unstable. 

Mr. McGrecor: If you would like to have us check into the specific case 
we will be glad to do so. Certainly there is no discrimination involved of 
which I am aware. In fact the great proportion of our total bilingual flight 
attendants have French as their mother tongue. 

Have you anything to add to this? 

Mr. BENSON: One basic problem in this regard is that we must interview 
20 girls before hiring one. We interviewed 4,000 girls this year and hired a total 


of 200. Of the 200 girls hired 189 are basically French-speaking girls. Another 
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were not hired. : 
Mr. McGrecor: What you are suggesting is there is a high ae 
rejections for what we believe to be good reasons? 
Mr. BENSON: There are 19 rejections out of 20 interviews. | 
Mr. BasrorD: In respect of the bilingual schools, what has been the 
reason for the two in 51 failure record? 
Mr. McGrecor: You are referring to the failures in the bilingual training — 
schools? 4 


Mr. Benson: When a flight attendant Hae not reached the required grade — 
that flight attendant is told and given a period of time in which to obtain — 
additional instruction and reach a passing grade. Of the 51 people trained 
this year five did not reach the required minimum and we gave them an 
opportunity to come up to that minimum. Of the five I think three have now a 
attained the grade, so there are only two failures. a 


Mr. BasrorD: What happens to those that do not pass? E 


Mr. McGrecor: I think they are transferred out of the Montreal base, 
are they not? 


Mr. BENSON: They are ultimately transferred out of the Montreal base. 

Mr. Basrorp: To where are they transferred? 

Mr. McGreGor: Perhaps they are transferred to Winnipeg or Vancouver. | 

Mr. Basrorp: Of course, to be transferred to Vancouver would be on 
improvement. a 

Mr. McGReEGorR: I suppose there is a question in that regard. % 

Mr. BAsrorD: Are those individuals restricted to certain flights. a 
Mr. McGrecor: I assume they would be put on the regular block assign- — 


: 


y: 


Mr. BasrorD: To which routes are unilingual stewardesses restricted? i 
Mr. McGrecor: I suppose they could operate as far east as Winnipeg. a 
Mr. PRITTIE: Perhaps they could operate as far east as Toronto. 

Mr. McGrecor: They could perhaps operate as far east as Toronto. 
Mr. BasrorpD: Their future with the company as a result is quite limited? 
Mr. McGrecor: That is right, but all they have to do is learn to speak 


Mr. BASFORD: Some of us have great difficulty doing that. — 4 

Mr. McGReEGor: Yes, and I am one of those individuals. | aa 

Mr. BASFORD: Have any personnel been fired by reason of an inabuita to a 
learn to speak French? a7 

Mr. McGrecor: Not that I know of. 

Mr. BENSON: No. 

Mr. McGrecor: The answer is no. 

Mr. BENSON: None will be fired because of that inability. 

Mr. McGrecor: Our turn over is sufficient to keep us busy just to hire | 
sufficient stewardesses whether they be unilingual or not. Y 

Mr. RHEAUME: I should like to ask several questions in respect of a 
subject other than that involving bilingualism. I should perhaps check with 
the Chairman to make sure we are now discussing the item on personnel and 4 
that I am entitled to ask questions in respect of the board of directors, or is 
this the appropriate place to deal with that matter? a 


Mr. McGrecor: They would not be flattered, but I guess it would be all 
right. 
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Mr. BAucerR: I should like to ask what your policy is in respect of male 
stewards. Are you increasing the number of male stewards in your employ, or 
do you use male stewards only on trans-Atlantic flights? 

Mr. McGrecor: I think we have one purser or purser steward on all DC-8 
flights. 

Mr. BENSON: That is also true in respect of some Vanguard flights. 

Mr. Batcer: I have received some inquiries, mainly from male stewards, 
wanting to find out whether there is any real future in this field. Is it your 
policy to increase the number of male stewards on DC-8 flights or is it a policy 
to have one male steward and three or four stewardesses in this regard? 

Mr. McGregor: I think we now have two male stewards on trans-Atlantic 
flights; is that not right? 

Mr. BENSON: We also have two male stewards on flights to the south. 

Mr. McGrecor: We have two male stewards on trans-Atlantic flights and on 
DC-8 flights to the south. That is, to the Caribbean and so forth. They are 
sometimes required to cope with the alcoholic situation. 

Mr. BALCER: They are very good. 

Mr. MacEwan: I should like to ask a supplementary question. A change 
was made in the number of female stewardesses on Viscounts and Vanguards 
last year, Mr. McGregor; is that correct? 

Mr. McGReEGor: Yes. 

Mr. MacEwan: Is there now one stewardess on Viscounts and two on Van- 
guards at the present time? 

Mr. McGregor: I think that is basically correct. 

Mr. MacEwan: Yes. Is that policy working out well? 

Mr. McGrecor: Yes. I will ask Mr. Benson to answer that question. 

Mr. BENSON: The policy is to have one or two stewardesses on Viscounts 
depending upon the requirement to serve meals; whereas in respect of Van- 
guards there are four female stewardesses and often one male steward on 
flights to Bermuda and the Caribbean. On domestic Vanguard flights there are 
three female stewardesses. 

Mr. MacEwan: The policy is to have three females and one male on 
Vanguard flights? 

Mr. BENSON: That is not always the case in respect of Vanguards. 

Mr. MacEwan: Do you find the work is being done as efficiently by a lesser 
number of stewardesses? 

Mr. BENSon: They all must work a little harder and they do not accom- 
plish perhaps as much; however, the service is more efficient. 

Mr. McGrecor: They do not get in each other’s way. 

To supplement the answer to Mr. Balcer’s question, I think there is a 
continuing requirement for male cabin attendants. Is that right Mr. Benson? 

Mr. BENSON: That is very definitely so. 

Mr. KinpT: I have a supplementary question. 

The CHAIRMAN: Have you concluded your questions Mr. MacEwan? 

Mr. MAcEWawn: Yes. 

The CHAIRMAN: I have Mr. McBain’s name on my list as the next ques- 
tioner unless your question is very short, Mr. Kindt. 

Mr. KinpT: I have a very short question I should like to ask. We are very 
hopped up about this question of bilingualism, and it seems as though both 
languages have to be used regardless of the location of the aircraft in Canada 
or elsewhere. After leaving Calgary last night announcements were given in 
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both French and English in spite of the ince that half of ihe » passengers: 
the DC-8 were Chinese. Apparently there was something big ‘going on | 
Toronto. : 
Mr. Cowan: There always is. 
Mr. Kinpt: I think the announcements might better have been given in 
Chinese rather than French. I am sure that the Chinese got along all right 
because most of them I imagine can speak English. Are we not overdoing this — 
bilingualism effort when applied to all parts of Canada including those areas — 4 
where everyone understands English? I know that I am perhaps touching upon — 
a subject which we have discussed at our bilingual meetings out west, never-_ : 
theless it is a little disturbing to some of the people in that area. No one ob- — 
jects very strenuously in this regard but many feel it is a useless practice. oad 
Mr. BEAULE: I have a short question I should like to ask. /? 
Mr. Rock: I do not think anyone has had this situation forced upon them — q 
in that manner. 4 
Mr. Kinpt: That policy is being forced in respect of air lines services, q 
and if the air lines wish to drop that practice in respect of those areas to 
which I have referred I think it would be appreciated. ;: 
Mr. Baucer: That does not accurately represent the type of report I havea 
received from my friends all across Canada. I think the Trans- Canada Air 
Lines officials should be congratulated for the effort they have made in this 
regard, and I should think the policy should be continued. W 
Mr. FisHer: I think this is a great tourist attraction. a. 
The CHAIRMAN: Order. | 
Mr. McBain: I should like to ask Mr. McGregor one question, Mr. Chair | 
man. a 
Mr. McGrecor: If I may, Mr. McBain, I should just like to comment on. 
the situation to which Mr. Kindt has referred. I would think the bilingual » 4 
announcement on a flight out of Calgary was very unusual. We attempt to 
relate our use of the two languages basically to the area where they are both — 
prevalent. ot 
Mr. Kinpt: My point is, Mr. McGregor, that I feel this policy should 
be adhered to in those areas. * 
Mr. McGrecor: We try to adhere to this policy but somehow or another - 
a bilingual stewardess got on a Calgary flight. . 
Mr. Krinpt: I am in favour of bilingualism and have no objection to your 
policy in that regard. eh 
Mr. McGrecor: I understand your point of view and suggest this is whatl 
we are attempting to do. 4 
Mr. Batcer: I should just like to say that while travelling in the other 
provinces of Canada and hearing bilingual announcements I feel very odd 
and I hope that this policy will be carried on, because for a French Canadian | 
to be in British Columbia on a Canadian aircraft it is very pleasant to hear 4 
French, and it makes one feel at home all across Canada. I think that is_ 
perhaps the purpose of the policy of T.C.A. to make all Canadians feel at 
home on Canadian aircraft. I think T.C.A. should be encouraged and con- 
gratulated in their efforts in that direction. - 
Mr. McGrecor: Thank you, Mr. Balcer. 
Mr. BERGER: I would second that statement very strongly. a 
Mr. McBartn: Can you tell me how many stewardesses are employed by 
Air Canada? : 
Mr. McGrecor: Yes. There are 565 stewardesses employed by Air Canada 
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oe ae 8 ok McBatw: Does that figure include those who are in training? 

Bevis Ver. McGrecor: No. That figure applies to stewardesses assigned to line 
service. ‘ 

‘Mr. McBatn: Thank you. | 

Pe Mr. RHEAUME: I wonder whether I may be allowed to ask a question on 

| this subject? 

The CHAIRMAN: I thought you had concluded your questions in respect of 

| personnel, Mr. Rhéaume? 

Mr. RHEAUME: I have not even started yet, Mr. Chairman. | 

The CHAIRMAN: Mr. Rhéaume, I understood you wanted to ask questions 

in respect of the board of directors rather than personnel. | 

Mr. RHEAUME: I thought the item personnel was the appropriate one to 

_ discuss questions in respect of the board of directors? 

| The CHAIRMAN: I thought we would leave those questions until the end 

of our discussion of this item. 


: Mr. RHEAUME: If we are finished with the girls, perhaps we can con- 
tinue. 
(Translation) 

The CHAIRMAN: Mr. Beaulé. 


Mr. BEAULE: A rather short question. I want to ask Mr. McGregor if it 
/ would not be possible to provide for another employee at the ticket office of 
the Ottawa Air Terminal during rush hours, especially on Fridays when there 
| are two or three consecutive flights? ; | 
(Text) 

Mr. McGregor: Are you referring to the airport or downtown? 

_ Mr. BEAULE: I am referring to the ticket counter at the airport. 


Mr. McGrecor: It is a basic policy of the company to relate the provision 
of agents to the forecast work loads. Do you suggest that you have encountered 
| great delays? 

| (Translation) 

Mr. BEAULE: Yes, especially— 

(Text) . 


Mr. McGrecor: I have never seen less than four people behind that 
counter. 


| (Translation) 


Mr. BEAULE: One must come on Fridays, between five and six o’clock, 
There is only one employee at the ticket office. They have two wickets but only 
one employee working at this particular service between five and six o’clock as 
the other ones look after the luggage desk. I have already seen, last week for 
instance more than ten people waiting for their ticket at the ticket office. Only 
one employee was in attendance at the time. Especially there was a passenger 


leaving for Washington and others for New York, so it takes quite some time 
to issue tickets of that sort. | 


(Text) 


Mr. McGrecor: Our system check on this point indicates that 90 per cent 
of customers are serviced within two minutes at airport ticket counters. I do 
not want to sound rough about this, but if they get their tickets before the flight 


is called, they are all right. 


Mr. BEAULE: I wish to specify—only on rush hours. 
I 21176—7 
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(Translation) 3 Aa OE 3 

I only want to mention the igh hours. Would it not be pos- — 
sible, say on Fridays, to have an additional employee at that particular time, — 
because I know that about two weeks ago, it was necessary to delay a plane 
owing to the time spent at the ticket office. A number of passengers, obtained | 
their tickets there, and as they were unable to obtain their tickets on time, the — 
departure of the plane had to be delayed. R 


(Text) iJ 

Mr. McGrecor: I certainly would agree that the counter is understaffed if. 4 
it causes a flight delay, and this would not be normal I would hope. There is” : 
no difficulty about putting on sufficient staff, in spite of the cost, to avoid that q 
sort of thing. This is assuming that all the passengers do not arrive three 
minutes before flight time. a 


ee i 


The CHAIRMAN: Mr. Rhéaume. 4 

Mr. RHEAUME: Mr. McGregor, I want to open up with you an area for dis- 
cussion on what I think is one of the most important things that has been 
suggested—from my point of view anyway—in relation to the board of directors - 
and indeed in relation to the committee hearings. I want to read into the © 
record a couple of statements made in an editorial in the Toronto Globe and — 
Mail and ask you to discuss these with the committee. The editorial was dated © 
March 14, 1964, and I will read a few excerpts: 4 


A tradition curious for a democracy has grown up in this country | ) 
which permits vast amounts of public work to be done and vast amounts — 
of public money to be spent without direct or minute scrutiny by the — 
elected representatives of the people— 4 


The 31 crown corporations report to parliament through 10 ifm 
ferent cabinet ministers. These ministers have other time consuming — 
duties, seldom attend board meetings of the various corporations and 
seldom are acquainted with all the ramifications of their business. The 
Auditor General, who reports at enormous length and detail on depart- — 
ments coming under the direct control of parliament, devotes only a_ 
fraction as much attention to the crown corporations—where his recent — 
report on the departments reaches to 2,000 pages, his report on tae p 
corporations reaches only to 156. : 


To put it baldly, ministers are ignorant of much that goes on in| 
this huge area of public business and spending, and members of parlia- a 
ment are even more ignorant. When directors of the corporations appear — 
before committees of the House of Commons to give an account, the 
committee members know so little that they are generally inca pall 
of asking intelligent questions. 


It goes on to suggest that the solution to this particular problem can be 
found in a resolution that was on the order paper from the government whip, 
Mr. James Walker, at the last session, a resolution “‘which could go a long. 
way toward closing this gap of ignorance.” His proposal was: u 
—that members of parliament be appointed as unpaid directors of the 
crown corporations and companies. 


The editorial gives several reasons for this: 4 
The member-directors could serve as liaison men between the corpora- 
tions and the minister to whom they report and the committees that 
inquire into their affairs. 3 
It suggests that it is parliament’s responsibility to see that money is properly 
spent, and so on. 
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I wonder whether in the years you have been subjected to what the Globe 
and Mail suggests are generally “unintelligent questions” and in the light of 
the experience you have with your board of directors, you have given any 
thought to this kind of thing or whether you feel it would be valuable. I do 
not know what scarring experiences you may have had, if any, in this annual 
inquiry that goes on, but could you give the committee some suggestions? 


Mr. McGrecor: I would suggest that I have detected none of the wide- 
spread ignorance on the subject to which you refer. I think that committees 


examining annual reports such as this tend to get into detail of management 


and elements of the services or products that may be produced by various 
crown companies to the exclusion, perhaps, of the most important thing that the 
document represents—$200 million of gross revenue and about $199 million of 
over-all expenditure. Whether it is in cash flow or not does not matter. This is, 
even by modern standards, pretty important business. 

My own comments, given quite frankly as you have asked for them, 
are that I would prefer to see committees of examination of annual reports, 
whether they be sessional or whether they be standing as is this one, confine 
themselves perhaps a little more intimately to the basic financial elements 
of the report and the fact that they are dealing with big business. I do not 
think that the Globe and Mail article is written from a clear understanding 
of the relationship between, for example, Air Canada and the government. This 
seems to imply that the minister is a sort of super general manager of Air 
Canada, and Mr. Balcer I think would be the first to suggest that this is not 
the case. 

Air Canada’s responsibility as a management is to its board of directors, 
who are appointed partially by order in council and partially by stockholders, 
and thereafter they must report in this form to the designated minister, which 
normally has been the Minister of Transport. I do not think that the company 
should expect to get specialized air line management techniques from a 
| minister or from the gsovernment—particularly the Minister of Transport who 
| has a most shocking portfolio in terms of versatility and size, and so. on. 

I would not go along with the article in the Globe and Mail; and certainly 
this ignorance is for the birds, and certainly the idea of having unpaid directors 
appointed from the houses of parliament would simply be something that 
would slow down the normal work of the company’s directors. 


Mr. FISHER: On a point of order, Mr. Chairman, I am intrigued with the 
line of questioning and very much interested, as I think every member of 
parliament is very much interested, in the question that is involved here but 
I do not think it is fair to quiz Mr. McGregor about this because it seems to 
me—and I think Mr. Rhéaume will agree—that although our work may be 
improved, the head of a crown corporation cannot be in any position to advise 
us or to advise the members of parliament in general or the House of Com- 
mons about how it should operate. I think in a sense it is putting an onus on 
Mr. McGregor that is unfair. For that reason, I do not think we should carry 
on this line of questioning. I suggest to you that it is outside our terms of 
reference. 

The CHAIRMAN: Mr. Rhéaume, at first when you were speaking about the 
directors I thought you were really going to speak about the directors of T.C.A. 

Mr. RHEAUME: I am going to do so. | 

The CHAIRMAN: This is a suggestion about the composition of the board of 
T.C.A. relating to an article in a newspaper, and Mr. McGregor is being asked 
to comment about the work of the committee which, as Mr. Fisher has pointed 
- out, is certainly not his function. 

Mr. RHEAUME: On a point of order, Mr. Chairman, it surely is in order for 
me to ask questions as to the composition of the board of directors and to 
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proposal could make sense on the be of ae caniene experience beak ei 
directors. It is quite in order for people on this committee to ask question 
about how many people are of French origin and how many can talk French 
and how many are German; I want to know how the relationship with th 
directors works and could it be improved. 
The CHAIRMAN: That is quite another point. : 
Mr. FISHER: I would like to add some further detail on the point of . 
order. Mr. Balcer at least will remember that several years ago we reached — o 
this same area as a result of the encouragement of Mr. Rowe who was the 4 | 
sessional chairman of the railways, canals and telegraph lines, or of the rail- — 
ways, air lines and shipping. We asked Mr. Gordon what he felt about the com- 
mittee and how it should operate. Mr. Gordon did not hesitate to tell us 
what he thought, and we had a flagellation ceremony in which, in a sense, all 
our inconsistencies, weaknesses and ignorances were exposed. I did not blame 
Mr. Gordon for this, but it did not help one damned bit to have this contribu- — 
tion from him. The point remains that it is up to parliamentarians; it is up Be: 
to this committee to consider this kind of proposal or this kind of recommenda- 
tion; it is not up to the head of a crown corporation to comment upon them. 
I just appeal to Mr. Rhéaume. It is not fair to put this kind of question to 
Mr. McGregor. a 
Mr. RHEAUME: On the point of order, Mr. Chairman, I would comment that ‘ 
there is absolutely no point in this committee coming up with a recommend r 
tion that it would be a dandy idea for members of parliament to be on the 
board of directors if it is going to slow down the work, if it has no merit. Th 
committee has a perfect right to go to Mr. McGregor and ask him, in terms o 
the board of directors, how he would feel if he were to have a bunch of mem- ~ 
bers of parliament dumped on his board. I have the answer to that now and : 
will lay off. BS: 
The CHAIRMAN: That was one point, but the other point was getting into 
the area of the efficiency of the members of the committee and their record 
of questioning. However, I think you have made your point. eo 
Mr. RHEAUME: I think also it is perfectly fair for me to ask Mr. MeCresem me 
if, on the basis of his 1963 experience and the basis of this committee hearin 
he has any recommendations. As we opened this committee yesterday we di 
pensed with something that has been going on forever, which was the system 
having the executives of a crown corporation plod through an annual repo 
word by word. That is one change that has been made. 
The CHAIRMAN: That was a decision of the committee. 


ee 
Mr. Rock: Perhaps Mr. Rhéaume is trying to have the door opened wide > 
so that members of parliament can become directors when they are defeate | 


The CHAIRMAN: Mr. Rhéaume has completed his questioning on that point. — 


Mr. RHEAUME: If there is any doubt about whether the line of questioning 
was in order, I think you should say whether it was out of order or will be 
because I can anticipate questions coming up, as they did last time, in regard | 
to how many of these people are bilingual, how many are ieee and how - 
many are that. 


Mr. FISHER: That is legitimate. I am always in support of giving people 
scope in their questioning. My point of order is simply that the head of 
crown corporation appearing before any committee should not be asked for 4 
his opinions about how a committee performs or how it approaches somethin 4 
like this, which is a hypothetical proposal. Mr. Walker had a resolution on th 
order paper. You can talk about an interim supply; any of us can. In the house 
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_ Ihave made a number of recommendations and many of us have done so over 


_ the years with regard to operations of parliamentary committees and have 
recommended methods for them to become more efficient, but surely this is 


aside from the consideration of the annual report of T.C.A. I happen, for ex- 


_ ample, to be very critical of a couple of people on the board of directors from 


what I know about them, a couple of people who are political appointees. It 
seems to me that if I wanted to question along this line it would be legitimate 


_ but to get off into this hypothetical area is wrong, I feel. 


Mr. RHEAUME: The reason I was directing the question, of course, was to 
find out from the people who are in the business of running an air line, and 
surely they are the ones who know what is the best type of set-up for their 
board of directors. While it may be fascinating to have a bunch of members of 
parliament talk about how to run an air line, in fact there is not a damned 
one of us who knows how to run an air line, and that was the point of the 
question. However, I am through with it. 

The CHAIRMAN: Are there any further questions? Is this carried? 

Agreed. 

Let us proceed to “Outlook.” 


Mr. PrITTIE: I would like to ask just one question on outlook which deals 


_ with finances. 


On page 21 under “Capital stock” it is stated that you have authorized 


| 250,000 shares, par value $100 per share, and that only 50,000 are issued and 


fully paid. Would this be a means of getting more capital for your operation 


_if more of the authorized shares were issued and paid for? 


Mr. McGrecor: Mr. Prittie, as I think I said yesterday, happily at the 


- moment we do not have a need as far as we can see through 1965 for additional 
_ capital. I would therefore venture the opinion that if the stockholder decided to 
_take up some of that treasury stock, T.C.A.’s action, subject to the approval 
of its board of directors, would be to retire an equivalent amount of debt 


capital. 


Mr. PrRITTIE: Has this proposal ever been advanced by the management to 


the board of directors? 


Mr. McGrecor: Not to the board, no. 

Mr. Prittiz: To whom? 

Mr. McGrecor: To the president of Canadian National Railways. 
Mr. Prittie: I take it he is not in favour of that idea. 

Mr. McGrecor: I do not think that would be a fair statement. He has not 


reacted to the proposal. Knowing him, I feel quite sure that he would have 


| 


referred it to his financial people and obviously there is no history of T.C.A. 
paying dividends in recent years on its capital stock, whereas Canadian Na- 
| tional Railways gets a present yield of an average of 4.83 per cent on its debt 
capital. So it is a matter of exchanging a known revenue on the loan money 
for an unknown revenue in the form of a dividend to be declared. I would hope 


that if T.C.A. does pay dividends on its capital stock, that it would be some- 
thing less than the 4.83 per cent average interest on its debt capital. . 


Mr. PRITTIE: Has this been basically the same since the formation of the 
company—the 50,000? 


Mr. McGregor: No. The whole 250,000 shares were at one time issued. I 
think if I remember correctly it was I who took exception to that arrangement 
because we were in fact in some of those years operating at a deficit and we 


were applying to the government for the deficit with which to pay interest or 


dividends—whatever you want to call it— on capital stock, and this struck me 


as a contradiction in terms if not in words. 
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In 1953 $20 million of the stock was recalled. and a ‘debenture was issued 
in its stead, so it is not an everlasting arrangement. ae 

The CHAIRMAN: Mr. Rock. | : 

Mr. Rock: Mr. McGregor, is there any new bilateral agreement in proc- 4 
ess between Canada and the United States through which new routes for 
Air Canada or for C.P.A. may be realized in the United States? 


Mr. McGrecor: I presume you were not here yesterday when we talked 
about this point. Re-negotiation of the United States-Canada bilateral agree- — a 
ment was originally discussed in April or May—I am not sure which—of this — 
year. The early discussions, which lasted about ten days, were not productive 
of any progress. They were broken off with the declared intention of resuming — 
in mid July. The basic purpose of those negotiations which have been carried 
on, I think, primarily at Canada’s instigation, is to improve the number of © 
direct transborder routes, hopefully in Canada’s favour. But, Canada’s history — 
of negotiation of bilateral agreements with the United States has not been > 
very fruitful. 4 

Mr. Rock: You mentioned yesterday that Air Canada cannot go into | 
the operation of supersonic aircraft because of the noise factor and the regula- — 
tions in respect of the hours allowed for take off and landings. I would like ' 
to know whether you feel if in the future airports should be built in areas — 
where proper area zoning would be enforced in order that industry rather than | P 
housing would be within the immediate area. a 

Mr. McGrecor: To clear up that premise, I think I was misundecstouaae 
what I said was that we as a carrier did not know what curfew laws would 
apply to supersonics at this time and if they were as stringent as those — 
presently applying to subsonics this would prove very detrimental to the 
supersonic operation. This is the usual compromise you always have in avia- a 
tion; if the airport is located remote from the city centre and the city does — 
not grow up, then the ground transportation problem is increased intensely. 
It would have been excellent if at some time in the past when airports like 
Dorval and Malton were built that they were not surrounded by built up — 
areas and that the areas would have been zoned so that residents would not 
get to the point where they regard air lines as a nuisance. But, I am afraid | 
we are a little bit late for that now. E 

Mr. Rock: My question was directed to the future. | 

Mr. McGrecor: Yes, it would be well to avoid a repetition of this sort of 
thing. 

Mr. Rock: Do the heads of your departments investigate many of the™ 
questions that are put to you and your officials here after this session ter- 
minates and is this reported to the board? | 

Mr. McGrecor: Yes. y 

Mr. Rock: I am referring to certain complaints and that sort of thing 
which are brought up. a 

Mr. McGrecor: All the evidence of a parliamentary committee hearing ist 
reviewed and checked against our own records and our own passenger opinion 
reports, and action is taken depending on what is found. 


Mr. Rock: Thank you. 


(Translation) 

The CHAIRMAN: Mr. Beaulé. 

Mr. BEAULE: Mr. MacGregor, I have a short question. 

Would you consider it possible to put a Vanguard aircraft instead of a 
Viscount into service on flights 445 from Quebec city, and 450 from Ottawa, as” 
we have a big flow of passengers between Quebec and Ottawa and it is rath r 


difficult to get a seat within 24 hours. One must book five or six days before- 
hand on that plane. Yesterday I could not fly to Ottawa for lack of seats 
available on those planes. I had asked for a reservation last Saturday and I 
could not get one on either of the three flights. Would it be possible to put a 
Vanguard on flights 445 and 450? 

(Text) 


Mr. McGrecor: Offhand, I would say yes, it would be possible. I would 
not like to see an operation that was not covered by the current timetable, 
for obvious reasons; if the timetable says one thing and the equipment is 
something else, and the flying time is different, confusion occurs. 
(Translation) ) 
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‘The Cuarrman: Mr. Béchard. 

| Mr. BEcHARD: Mr. McGregor, did your company ever think of con- 
sidering service to the Gaspé area which has always been regarded as the end 


; 
of the world and yet, as such, it would deserve at least some consideration? 
(Text) 

| Mr. McGregor: I do not know that we ever have done a study on the 
Gaspé region. In fact, I must admit to complete ignorance in respect of the 
availability of airports that would accept our air equipment. I do not think 
there are any. 

| Mr. BEcHarD: There are a few little airports that could be improved. 
Mr. McGrRecor: I am afraid they would not take even a Viscount at the 
present time. 

Mr. BEcHARD: Perhaps not but if some improvement could be done there 
perhaps it would be different. 

(Translation) 

Have you ever had requests in that respect? 

)( Text) 

| Mr. McGrecor: No, I never have heard it requested before. 
(Translation) 

Mr. BECHARD: You probably will. Thank you, Mr. McGregor. 

1 (Text) 

| Mr. BASForD: In respect of the re-negotiation of the bilateral agreement 
with the United States has it been possible for you and Mr. McConachie to 
agree on a common position the Canadian negotiator should take? 

: Mr. McGrecor: No. In fact, I do not think we have discussed it. 

| The way this thing works is that the chairman of the air transport board, 
who is basically responsible for the conduct of negotiations, asks the two major 
carriers at least, and perhaps others, for all I know, what they would like to 
‘see obtained as a result of bilateral negotiations, and this is one of the draw- 
backs, in my opinion, to there being two basic carriers interested because I am 
quite sure that the requests are in conflict and that the chairman of the 
transport board is faced with a very difficult problem of going off hoping to 
come back with a bilateral agreement that will keep both his squalling chil- 
dren happy at home. I do not think this is possible. 

| Mr. BAsForD: How can the chairman of the air transport board negotiate 
for routes when he has two different proposals? 

| Mr. McGrecor: This could be the answer to the fact that I, for one, do 
hot think we have ever had a good break in bilateral negotiations. 

| Mr. BASFORD: Have you ever agreed to reach agreement with Mr. Mc- 
Conachie in respect of the routes which Canada’s negotiators should. seek. 
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Mr. McGrecor: No, for “this reason, vee up ‘until now ; Canadian Pac 
Airlines never has been assigned to a trans-border route. ei? 
Mr. BasForp: But, has it not wanted trans-border routes? 
Mr. McGrecor: I presume so but it never has been regarded as a con-. 
tender. 
Mr. BasFrorD: By whom? 
Mr. McGrecor: Me, for one, or anyone else that I know of. . 
Bilateral negotiations involving Canadian Pacific Airlines have merely pean 
in respect of trans-oceanic operations with Australia, Japan, Rome, Tialy) 
Amsterdam and so on, and we know all about their desires and requirements | 
there. As a matter of fact, what the minister was referring to JEStere is 3 
the type of pre bilateral negotiation communication which I think you are_ 
referring to. But, Canadian Pacific Airlines—and I guess this is written inte 
the act somewhere—never has been a trans-border operator between Canada 
and the United States. 
Mr. Basrorp: Their position in respect of their Latin American flights| 
would improve, if they were able to pick up passengers in, say, Los Angeles: 
and San Francisco. g 
Mr. McGrecor: That could be. 
Mr. Basrorp: It seems to me that your conclusion that they are not 
contender is not quite correct. a 
Mr. McGrecor: I did not conclude they were not a contender; I just said 
they never had been there. a 
Mr. BasrorD: Well, in view of your annual report statement, which say: 
No major route extensions are at present contemplated, although the 
company remains constantly alert to interesting possibilities and it is con- 
ceivable that this forecast could change, particularly if present hopes for 
a better bilateral air agreement between Canada and the United States 
are realized. . 


It would appear to me that these present hopes which are mentioned - 
your report are not really very great. 


Mr. McGrecor: No, they are not. I have no reason to be very hopeful about 

the current round of bilateral negotiations with the United States, first of a 

because the preliminary discussions broke down and, secondly, because there 
is not a requirement on behalf of United States carriers for routes into Canada 

to offset privileges that Canadian carriers might be given in the Unite d 

States. Be 


Mr. BAsrorD: Would not these hopes be increased slightly if the Canadian 
negotiator could come common instructions from both Canadian carriers? . 


Mr. McGregor: I think that might be right. 


Mr. BAsrorD: Will you endeavour to see that the Canadian negotiator is 
aware of your common grounds? 


Mr. McGrecor: We have had quite a lot of talks with the Canadian negotial 
tor. To the best of my knowledge, he never has called upon us to tell us what 
Canadian Pacific Airlines were asking him to seek and, I would hope, that at 
the reverse was true. Now, whether it would improve his position or not 
bring us together, I do not howe it might. 4 

Mr. Basrorp: But, you conjectured a few moments ago that it would a 

Mr. McGrecor: I said it might help. 

Mr. BASFoRD: I can appreciate that. 

Mr. McGrecor: I would much prefer to see Canadian Pacific Airlines 
get into the United States, quite frankly. 
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_ Mr. Basrorp: This I can appreciate, but I would much prefer to see Canada 
_ through its air lines getting into the United States. | 
7 Mr. McGrecor: Yes. But, you see, we are talking a bit at cross purposes at 
' the present time. If the chairman of the air transport board is prepared to 
_ accept the status quo as being all right all he has to do is satisfy T.C.A. require- | 
/ ments, as stated, for new trans-border routes, so he is not confronted with a 
{ conflict unless he is prepared to produce it in his own mind. 


| Mr. BasrorpD: No, but if he has alternative routes which he wants to ask 
| the Americans for, some for you and some for Canadian Pacific Airlines, surely 
| his position will be made stronger if you both could agree on what he should be 
requesting. 

Mr. McGrecor: Yes but, alternatively, he could say, basically; “ we do not 
| regard C.P.A. as a trans-border operator so all I am going to seek is T.C.A.’s. 
| request.” 

Mr. BasrorD: Does he take that position? 

Mr. McGregor: I am afraid not, but I do not know. 


| Mr. BasrorD: Do the meetings in Vancouver starting today involve discus- 
' sions on this? 

P Mr. McGregor: I think they probably will get to this area because they 
| cover the waterfront as a rule. This is not the first of these meetings by a long 
| shot. 

Mr. Basrorp: I appreciate that. 

The CHAIRMAN: Will you proceed now, Mr. Balcer? 


| Mr. BALcER: Have you noticed a different attitude on the part of the Ameri- 
cans during these discussions from what their attitude was before? 


Mr. McGrecor: Well, Mr. Balcer, I was not present at the discussions. | 
However, I think there was evidence of a greater desire to meet Canada’s 
| wishes arising out of the Galbraith report which, I understand, as it was re- 
| ported to me, favoured a more liberal attitude on the part of the United States 
| air authorities toward Canada’s desires. 


| Mr. BAtcer: In respect of the attitude of the United States government can 
we conclude that there might be a softening up but so far as the American 
'air lines themselves are concerned they are just as bad, if not worse, than 
| before. 


ie Mr. McGrecor: Yes, I think that is a fair conclusion. But, I must say that 
rT was disappointed that the first go around did not produce some form of 
agreement, if even tentative. 

x Mr. Batcer: With regard to the conflict of interest with C.P.A. on the 
_trans-border routes has T.C.A. ever expressed a desire of establishing a service 
between Canada and, say, California or Los Angeles? 


Mr. McGrecor: I think every list we have prepared has expressed a desire 
for some such route as Toronto to Los Angeles. 


| Mr. BALcer: Have you a representative of your corporation in attendance 
-at all the bilateral discussions proceeding with the United States; in other 
words, is a representative of yours sitting at the table with the air transport 
‘people? | 

Mr. McGregor: No. We are allowed to provide an observer but he must 
not take part in the discussions. 


Mr. BALcER: What is the situation in respect of the American side of it? 


i; Mr. McGrecor: They have one appointee from the American Transport 
Association who maintains a watching brief for all the carriers that might be 
interested. 


402 | _ STANDING COMMITTEE 


Mr. Bautcer: I have one more question. Where does T.C.A. rank among 
the air lines in the world at the present time? <— 

Mr. McGrecor: Almost any number you would like to say, between” 
seventh and tenth. “i 

Mr. Baucer: Say, in reference to passengers? — 

Mr. McGrecor: In respect of revenue passenger kilometers, ninth. 

Mr. Baucer: And, in respect of equipment; say D.C.8’s. 

Mr. McGrecor: Do you mean in numbers? 

Mr. Batcer: The number of D.C.8’s. 


Mr. McGrecor: I would think it would be very close to the same. 3 
Mr. Batcer: About the same? a 
Mr. McGregor: Yes. q 


Mr. RHEAUME: I have a couple of questions to ask on ‘‘Outlook”’. 
I am looking at this summary of the aviation business in the world and 4 
according to the information taken from your report and the other aa 
reports Trans-Canada Air Lines is eighth in air lines and ninth in total rating. © 


Mr. McGrecor: There are a number of ways you can count it. There are 
passenger miles, ton miles and so on, and that is why I said to Mr. Balcer tou 3 
take any nuiaber between seven and ten. 4 


Mr. RHEAUME: I am interested in the sort of pseudo policy that the minister | 
gave to the Canadian people over television one night in respect of how this is 
going to affect the company’s operations, and I want to put to you, as one who 
attended the big four meeting with Mr. Crump, Mr. Gordon and Mr. McConachie, | 
that in the international field the suggestion was that the two major carriers — 
must come up with a single integrated plan either through amalgamation, part-_ 
nership or a clear division of responsibility. Is that accurate? Are those not 
the terms of reference in respect of which you are preparing, for this peptemiaas 
report? 4 

Mr. McGrecor: In the first place, I would prefer not to comment on what 
went on at the four presidents’ meeting because the last word in there was thal 
this was not a matter on which public statements should be made until some 
solutions had been arrived at. So, I regard that as a closed meeting and I think it 
should remain so. On the other hand, rather than have a misunderstanding arise 
I do not think that amalgamation was one of the three possible solutions men-— 
tioned by the minister at that meeting. 4 

I did not see the television show you referred to but, if it was mentioned | 
there, well and good. 


Mr. RHEAUME: I am suggesting to you that this show did include that 
particular possibility. Then is it my understanding that you are absolutely clear 
in terms of either partnership or a clear division of responsibility between the 
two major carriers, and that that was part of the terms of reference under which 
the meetings have been held which you have been attending but, as you said, 
not so far as any possibility of amalgamation is concerned. i 

Mr. McGrecor: I said I did not think the minister included it at the four 
presidents’ meeting as one of the avenues to be explored. a 

Mr. PRITTIE: The statement of the house did; I have it here and it says by 
amalgamation or partnership or clear division of felis of operation. 

Mr. McGrecor: I think everyone knows my views, that the putting together 
by one means or another would be a great step forward in efficiency. There 
would be many duplicated costs ended and I think both the quality of service 
and the cost of it to the user would be improved. 

Mr. RHEAUME: Then you are not choked up about this suggestion the 
minister made? 3 


. i 
a 


i 
b aa 
2% % 
i = 


Be 


- AS 


RAILWAYS, CANALS AND TELEGRAPH LINES 403 


Mr. McGrecor: No. On the contrary, I am delighted to have it included. 

Mr. RHEAUME: As I understood the minister’s statement the policy guide 
lines you should follow in respect of domestic operations were that as long 
as there would be no injury to Trans-Canada Air Lines whenever new routes 
were awarded the other major carrier, Canadian Pacific Airlines, should be 
allowed to share in the growth. I should like to ask you, as president of Air 
Canada, whether you can estimate what the growth will be in coming years. 

Mr. McGREGor: Yes. 

Mr. RHEAUME: Could you indicate that estimate to us? 

Mr. McGrecor: That depends on how far ahead you wish to go. I think the 
1964 estimated growth is in the order of six per cent and the 1965 estimate of 
growth in the order of five per cent. Incidentally, I regard the two objectives 
as being contradictory. 

Mr. RHEAUME: This is a paradox in your books? You do not think there 
can be such a thing as allowing C.P.A. in at the table and still not injure © 
yourself. 

Mr. McGrecor: That is it in a nutshell, because expense, particularly 
labour, grows every year by approximately five per cent and the only possible 
way of meeting that increased expense, if you have the size of the organization 
cut down to the bare minimum, as we believe we have, is by creating a growth 
in revenue. 

Mr. RHEAUME: How big would the bundle have to be before C.P.A. would 
be allowed to share in this new growth? 

Mr. McGrecor: I do not follow your question in view of what I have just 
said. 

Mr. RHEAUME: You mean that no matter how big the pie is there is no 
room for sharing by C.P.A.? 

Mr. McGrecor: Unless growth jumped by ten or 15 per cent some year we 
could not share this growth. 

Mr. RHEAUME: You do not anticipate such an increase, and your best esti- 
mate of the growth is six per cent? 

Mr. McGrecor: Our best estimate is six per cent. 

Mr. RHEAUME: I am going to have to make a short statement before ask- 
ing my next question. 

The minister said that before Air Canada could even consider anything in 
respect of regional carriers you and C.P.A. would have to clear up these other 
things which are in the way. Are you now telling the committee that you are 
in fact being instructed to sit down at the negotiating table with a paradox and 
that you cannot clear these other things out of the way because there is no 
room for C.P.A.? 

Mr. McGrecor: Did the minister not say that he was referring to an ulti- 
mate sharing of the growth? 

Mr. RHEAUME: Ultimate is coming to look pretty far distant. 

Mr. McGrecor: That is my opinion, yes. 

Mr. RHEAUME: I am also concerned about whether we can hope for any 
kind of regional decisions on the part of Air Canada, which is part and parcel 
of the minister’s suggestion, although you cannot call it policy because he said 
it was not policy. Is it the non-policy, then, that in respect of regional carriers 
these things have to be settled first? I am wondering how in the world you can 
bring in a report in September if in fact from the company’s point of view you 
cannot fulfil one of the basic terms of the negotiation with C.P.A. 

Mr. McGregor: I understood the minister yesterday to be confining his 
remarks in his forecast of his expectation to receive a report from Mr. McCon- 
achie and myself by September to the international problem. 
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Mr. RHEAUME: That did not refer to the domestic situation? AN 
Mr. McGrecor: My understanding is that he did not refer to the on 
situation. 
Mr. RHEAUME: I also understood the minister to intent that he took 
general outlook that until such time as we can get you two fellows in the sam = 
bed on international operations and domestic operations in this way, steps had 
to be taken, particularly before any discussions took place in respect of Air 
Canada’s regional responsibilities. Was that what he said yesterday? : 


Mr. McGrecor: I think that is a fair assumption, yes. 


Mr. RHEAUME: So from your point of view, in respect of your negotiations © 
with Mr. McConachie, since you are only going to negotiate on an internation % 
basis, any decision in respect of Air Canada abandoning regional routes wi 
be put off for some two years at least? 

Mr. McGrecor: I think that is a fair assumption. Furthermore, I think | 
would be very disturbing to Air Canada if such a decision was made any soone 
because, as I indicated yesterday, there is some 40 per cent of the company’s | 
total effort in regional type operation at the present time. eg 


Mr. RHEAUME: This is difficult for me as a committee member to under=_ 
stand because a lot of regional routes seem to represent a fairly expensive part 4 
of T.C.A.’s operations. It seems to me you are losing quite a few million dolar 5 i 
in this regard. Sh 


Mr. McGrRecor: Yes. 


or iat more ea 


Mr. McGrecor: I am saying that if a major amputation is carried out 
suddenly it will be very disruptive and very disturbing to company personnel. ‘ 
It will also have other repercussions—such as a quick reduction in the numb 
of Viscounts in service, which is of interest in the matter of the Winnipeg base 4 
—because basically all of the regional operations are carried on by Viscounts. — 


Mr. RHEAUME: I should like to ask one further question to clear up 
something I am not sure I heard correctly. Yesterday when we were refer 
to the supersonic aircraft, to which further reference was made today, I 
thought I understood you to say that no air lines in the world had place 


orders; is that right? 


Mr. McGrecor: No air line in the world has placed an order for 
American version. te 


Mr. RHEAUME: I was just trying to clear this up, because the May 1 
edition of American Aviation contains the detail of your annual report 
well as the annual reports of other air line companies and it indicates that 
United States scheduled air lines have placed 19 orders for the British-Fre 
Concorde, and hold 37 tentative delivery positions for the United States super- 

_ sonic transport. That does not agree with your statement. fe 


Mr. McGRreEcor: If you had listened to my qualifications you would h 
noted I said there were no orders placed for the United States version of 
Sol; 


Mr. RHEAUME: That is the situation although these companies have P 
$100,000 to get in the lineup for the United States SST? f 


Mr. McGregor: Yes, that is right. 
Mr. RHEAUME: Thank you. I have no further questions. 
The CHAIRMAN: Mr. Fisher? 


Mr. FisHErR: Do T.C.A. and C.P.A. use the same ayers of accoun 
and costing? 
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- Mr. McGrecor: In so far as our reporting to government is concerned, 
we do. In respect of internal accounting and costing, I do not know. 


t Mr. FisHeR: In terms of the aircraft you have on routes and their profit- 
ability, in respect of which overhead costs are included, does C.P.A. have the 
Same set-up, covering the same information? 


| Mr. McGrecor: Yes. C.P.A. abides by the same regulations established 
by the air transport board. 


| ~ Mr. FISHER: The term “social routes’ has been introduced over the last 
few years. Have you any indication that C.P.A. has social routes? 


Mr. McGrecor: First of all, I think I share your dislike for the term 
because it is nonsense. It was given birth to by the expert, Mr. Wheatcroft, 
when he was called in by the Government for the T.C.A. and C._P.A. hearings. 
No one had ever heard that phrase before but it came into use then, although 
I do not know why. I do not understand the connotation at all. 

To answer your question, C.P.A. operates some services north from 
Edmonton into the Yellowknife area which I think they would be inclined to 
designate as social in character, although I do not think they are money losers. 


Mr. FISHER: In respect of any adjustments in any of the domestic patterns 
| or in any preliminaries to them, have you worked out any kind of policy or 
| attitude regarding where your responsibilities might be in terms of these 
| routes? Let us say it is socially important that the government makes sure 
_ these communities are served, yet there is not any money in terms of revenue 
involved or possible. 


| Mr. McGrecor: This is going to sound like a sort of juvenile answer to 
| your question, Mr. Fisher, but we have assumed that by the nature of things 
_ we should, probably regardless, or almost regardless of the economic situation, 
| serve provincial capitals. We do serve all of them with the exception of one 
_ at the present time. Otherwise I do not think I can generalize in an answer 
| to your question. 

| Mr. FisHER: I should like to ask you some questions about two regions. 
| I understand that in the north at least one air line company has been able to 
carry on a remunerative business. I also understand there have been some 
' recent developments in the maritime provinces with the co-operation and 
| integration of two of the carriers. I have seen statements by the provincial 
premiers, particularly the premier of Newfoundland, which indicate that 
_ politicially at least in the maritime provinces there is an interest in respect of 
_ giving that particular regional carrier a larger role in the maritimes. If this is 
acceptable as government policy, have you given any consideration to the 
withdrawal of T.C.A., allowing that particular regional carrier in the mari- 
_ times a better opportunity? 


; Mr. McGrecor: No. We are strongly opposed to what is generally called a 
“move over” philosophy. 
Mr. FISHER: Since it is possible that we may have a confrontation, in a 
sense in a political connection, and in light of that development of the regional 
' carrier, can you indicate your reason for giving a negative answer to my other 
question. 

Mr. McGrecor: You are referring to my answer that we do not agree to 
' the ‘move over” policy? It would seem to me to be contrary to the general idea 
of a service organization. If another carrier comes in, and I do not think the 
_ one we are talking about is received with glad welcome to the mainland, I think 
_it is our duty to continue to serve as long as the traffic will support the operation 
_ We are offering. 


Mr. FISHER: Referring to the Sydney to Halifax part of your route, for 
| example, I am sure that is not remunerative to you. I imagine it is a regular 
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loser. Using that as an example, what would be the disadvantage to you of 
disposing of that route? < 

Mr. McGrecor: I think we would be cursed quite heartily in at least the! 
two communities you have mentioned, and probably in other areas, as having - 
failed to live up to our responsibilities if we had a service and as soon as some- q 
body came along promptly folded up and crept into a corner. I think such © 
action would injure the reputation of the company. I think it would be contrat a 
to the wishes of the director from that area. ie 


Perhaps, if you will allow me to digress for a moment, I should warn you 
not to refer to Newfoundland as a maritime province. I was lectured by Mr. 7 
Pickersgill about doing this myself. — a 

Mr. FIsHErR: It is exactly because Mr. Pickersgill is the Minister of Transport — 
that I am concerned about this, and not going out of my way to be nasty 
because he is not here, I have often seen a regional minister tend to play to 
the regional interests, and since T.C.A. is not a regional interest and thew 
Maritime Airways happens to be, I wanted to get your views in this reward 
on the record as completely and strongly as possible. I am expressing personal — 
opinions in this regard, Mr. Chairman, but it is all too fashionable and sort of, 4 
_ in name, a regional virtue to make this kind of move. yh: 


Mr. McGrecor: Mr. Fisher, I feel I should say in fairness to the minister 
that we have never discussed this point. He has never asked what T.C.A.’s 
attitude was going to be to the introduction of E.P.A. to the mainland; whethou 
we were going to reduce our frequency or capacity, or take any other action — 
that would make life easy for them. This has never been done by Mr. © 
Pickersgill, and my answer to him, if he had asked this question, would have — 
been the same as it was to you. oS 

Mr. FISHER: The reason I have asked these questions is that it seems to me 
there has been a hint, in outlining what Mr. Rhéaume called a pseudo- nolicyil 4 
that this kind of thing might develop. The maritimes was the first area aoa a 
which I was worried. Let us look at the situation in the northern part. You are 
not operating into the north? 4g 

Mr. McGrecor: We are not operating beyond Val d’Or, no. 

Mr. FisHER: There seems to be a going commercial possibility there. 
would assume that if your writ runs to the extent that it does, and you have 
sense of responsibility as a government supported carrier, you should have 2 
look at the north as a possibility. I think anyone who wants to, as I assume Mr, 4 
Rhéaume does, see the extension of competition or the opportunity offered total 
private carriers, also must look at the possibility that T.C.A. should be given © 
the opportunity of extending its service, going into another area. I am just 
wondering whether you have looked at the north in these terms. 4 


Mr. McGrecor: We have looked at the north situation and have never felt 
we were under any restrictions about applying for a route. By the same token 4 
we have never felt that the extension of our route into the north, or at least 
in respect of the ones we studied, would initially contribute to overhead. — 
Therefore we thought it better to leas them alone. a 

Mr. FIsHER: Let us look at the situation in this way. The major northern | 
air lines are becoming competitors of yours particularly in the charter field. 


Mr. McGrecor: That is true. 


Mr. FISHER: If we are going to live in a philosophy of competition I shouldal 
like to know your answers in respect of that kind of intrusion. We assume you - 
do not want an answer in terms of government regulations restricting the | 
development of those air lines. How do you respond to that kind of challenge? % 


Mr. McGrecor: As you suggest, the only effect we have felt up to ie Cy 
present time is largely in the charter field to the Caribbean area. 


RAILWAYS, CANALS AND TELEGRAPH LINES 407 


Mr. FIsHER: If these companies acquire a CL-44 and commence Atlantic 
_ hauls, this will have an effect on both T.C.A. and C.P.A., is that right? 


Mr. McGrecor: That might well be the situation. You know for years it 
was a regulation and government practice that a charter request was invariably 


_ referred for first refusal to the scheduled carrier operating on the route involved. 


This practice went out of fashion or was dropped without any fanfare and, I am 
ashamed to say, without my knowledge for some months. I think that was 
‘quite wrong. I think the carrier operating a scheduled service on the route, 
whatever its nationality or identity, should have first refusal, there being a 
filed chartered tariff so that price does not come into the question. The 
abandonment of this policy has resulted in a great deal of semipiracy in 
the charter field, particularly by foreign carriers. 

Mr. FISHER: Is there no way in which you can respond except through 
a return to the previous policy, which would give an advantage to the scheduled 
air lines? 

Mr. McGrecor: I think that is the best answer to the situation. 

Mr. FISHER: Do you know what the view of C.P.A. officials is in this regard? 

Mr. McGrecor: I think they are the same views that we take. 

Mr. Basrorp: I should like to ask one or two questions in respect of air 
cargo. You mentioned yesterday that you had abandoned all-freight craft. 

Mr. McGreEcor: We no longer use all-freight aircraft, that is right. 

Mr. BasrorD: What is your reason in this regard? 

Mr. McGrecor: The cheapest way of moving air cargo is as a byproduct 
to a passenger operation, and two of our aircraft types are specifically de- 
signed for this purpose, and were selected for that reason. 

Mr. BAsForD: That situation means that a shipper must meet a passenger 
timetable, is that right? Could you not offer a better service to shippers by 
operating a straight air commerce service? 

Mr. McGrecor: No. One of the facts in this regard to which I referred 
yesterday is that virtually all of our routes have a strong directional imbalance 
in the matter of cargo traffic. This fact very nearly precludes the possibility 
_ of all-cargo aircraft because it would require flying each craft virtually empty 
in one of the two directions of the route. 

Mr. BAsrorD: How large is your air cargo sales staff in western Canada 
_ directed toward correcting this imbalance? 
Mr. McGregor: I do not know; it is probably in the order of 30 or 40. 
Mr. BAsForD: Can you correct the invalidity? 

. Mr. McGrecor: No; it is inherent; it is there. If we had a light manufactur- 
' ing industry on the west coast as has the United States, it would not be 
' there. 


(Translation) 

The CHAIRMAN: Mr. Beaulé. 
| Mr. BEAULE: I have a very short question. Mr. McGregor, when do you 
expect that the new name Air Canada is going to be used on the whole 
_ system? . 


(Text) 


Mr. McGregor: It is applied throughout the system now so far as tele- 
phone answering is concerned and flight announcements on P.A. systems; this 
_all took place as of June 1. I have asked the minister to proclaim bill No. C-2 as 
of January 1, 1965, and that would complete all the legal documentation and 


so on. 
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(Translation) LESAN ay | Se eo 
Mr. BEAULE: Will the new DC-9 be lettered: Air Canada? 
(Text) ace 


Mr. McGreGor: Yes, and all the other aircraft too. 


The CHAIRMAN: Is the report carried? 
Agreed. 


Mr. Cowan: Mr. Chairman, I have not asked any questions and I was n 
here yesterday but I presume “Outlook” is a catch-all title and I would n 
like to refer to page 11. On page 11 of the report you thee to air mail, Mr 
McGregor: 


Record volumes of air mail were also transported on internationa . 
routes. Agreements were completed with three foreign air lines for) 
reciprocal transportation of national mail on bilateral routes. These _ is 
foreign air lines have undertaken to carry air mail of Canadian origin © 
to their countries on T.C.A.’s behalf while T.C.A. in return carries thei 
national air mail to Canada under the same terms and conditions. 


I want to ask this question. Are you keeping any record of the poundage 
moving in each direction? At the present time this country is labouring under | 
a serious drawback in that we carry millions of pounds of United States © 
second class mail coming into this country, to all corners of the country, and “ 
they carry a couple of thousand pounds of Canadian mail going their way. I 
is second class mail of which I am speaking. Yet, on parcel post we have a 
cash settlement every six months related to the tonnage carried and t 
mileage. What is the arrangement here? Are we to be caught carrying Austri 
mail from Vancouver to Halifax because the Austrian mail carries ours fr 
Linz to Vienna? 

Mr. McGrecor: No. T.C.A.’s flights in Germany will be given a cert 
amount of German mail in exchange for Lufthansa flights in Canada being giv 
a certain amount of Canadian mail. 

Mr. Cowan: That certain amount being— 

Mr. McGrecor: —equated. 

Mr. Cowan: And we are being paid for any difference in weight that - 
might carry? 

- Mr. McGregor: T.C.A. is being paid for the Canadian mail that both airlin 
carry, and Lufthansa is being paid for the German mail carried by b 
airlines. 

Mr. Cowan: You refer to a reciprocal arrangement. I wonder if there 
any payment being made? 

Mr. McGrecor: This does refer to the financial arrangements and to tra 
arrangements. 

Mr. Cowan: I am asking with regard to the financial end. The fact is tha 7 
the German government gets paid for mail mailed in Germany destined for 

Edmonton. Does the Canadian government get any of that postage money 
| Mr. McGrecor: Would you repeat that? y 
Mr. Cowan: If a lot of mail is destined from Germany for Hainan 


Alberta; the German government collects the postage and it is flown acr 
Canada by T.C.A. Does T.C.A. get anything from that? 


Mr. McGrecor: Yes. 


Mr. Cowan: I ask that because of my knowledge of the system of t e 
land mail from which we do not get a cent. | 


Mr. McGregor: I do not know much about inter postal authority arra 
ments, but I do know there is a special arrangement with the United S 
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p by which either country’s mail is carried by the other one, and I presume they 
work out an equitable arrangement on the charges, 


Mr. Cowan: You are not giving a definite answer; you are just saying you 
would presume? 


Mr. McGregor: Yes. 

Mr. Cowan: Well, we can look into it through the post office. 

Mr. McGREGor: Yes. 

Mr. Cowan: I did not know about this reciprocal arrangement but I am so 
provoked about the way in which we carry the United States mail by the mil- 


lion pounds and the fact that they carry only a couple of thousands for us that 
I do not want to see this situation grow. 


Another matter concerns the terminal facilities for ground transportation. 
Is that a matter to take up with the operators? Yesterday one of the operators 
was laying great stress upon the fact that he had a contract with the air lines, 
but I said I was not interested in that, I was interested in the Department of 
Transport contracts. These contracts come more under Department of Transport 
than the air lines? 


Mr. McGrecor: Yes. We have nothing whatever to do with these ground 
transportation carriers other than to say to D.O.T. that our experience is such 
and such, that it is satisfactory and we would like to see the contract renewed, 
or vice versa. 

The CHAIRMAN: Is the report carried? 

Agreed. 


We now come to the capital budget. Is the budget carried? 
Agreed. 


Is the auditor’s report carried? 
Agreed. 
Gentlemen, that concludes our sittings on the two matters which were re- 


_ ferred to us and we have no other matter before us at the present time. 


Before preparing a report for the House of Commons, this committee or at 


least a steering committee should meet to see if there are any other matters 
_ which arose during this committee which should be discussed. 


Mr. FISHER: There is one matter I should like to raise while the full com- 


_ mittee is here. I would like to know whether the steering committee should 
' take this up. 


During the Canadian National Railways report you may remember that 


| Mr. Pickersgill made some comments regarding the responsibility of the De- 
| partment of Labour with regard to this whole question of innovation and 
_ technical change in the railways and the consequences upon the working force, 
» and the strains and difficulties thereby caused. You may remember, Mr. Chair- 
man, that this came up when we were having a discussion on my bill that 
‘was brought before this committee last session. The subject matter was ap- 
_ proved and the report was tabled in the House of Commons. It was not con- 
_ curred in because there was insufficient time. Mr. Pickersgill, if you remember 
_——and I think I am paraphrasing him correctly and exactly—suggested this 


was more a responsibility for the Department of Labour to examine and to 


_ work upon. I would like to suggest, since Mr. Pickersgill raised this, that the 
_ steering committee be given permission to examine the record of what Mr. 
Pickersgill said and consider including in our report a comment upon his par- 
ticular suggestion and a possible recommendation to go along with this report 
_to the house. I do not think it would be straining the terms of reference, and I 
am just suggesting that it would be good if the committee as a whole knows 
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; $3: nevis nt napeean 
that the steering committee would be ide this. =e am not going 1 e 
4 motion but I would just like to know whether the committee would cons. ider 


this. 
Mr. Rock: Mr. Chairman, I would like to see that in the iniimties “greta I 
would like to see it. a 
The CHAIRMAN: Will you authorize your steering coreiente aoe ns 


to consider this question when we have seen the minutes? — 

Mr. RHEAUME: That is a good idea. 

Agreed. 

Mr. BERCER: I do not know whether it is customary, but I would likes +08 
move a motion of appreciation and thanks to Mr. McGregor and his asia s 
for the way in which they have so amicably and satisfactorily answered ¢ 
our questions, and to wish them the best of luck for this coming year. 

The CHAIRMAN: I thank you, and I personally want to thank Mr. Mc- 
Gregor and the members of his staff who came here. 2 

I will call the steering committee as soon as we have the minutes of e - 


dence. 
This concludes our sittings at the present time—lI hope until next fall. 


Thank you. 
Mr. McGrecor: Thank you very much. 
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MINUTES OF PROCEEDINGS 


TUESDAY, July 7, 1964 
(13) 


3 The Standing Committee on Railways, Canals and Telegraph Lines met at 
_ 10:09 o’clock a.m. this day. The Chairman, Mr. Richard, presided. 


Members present: Messrs. Addison, Balcer, Beaulé, Cantelon, Cowan, Cross- 
man, Foy, Howe ( Wellington-Huron), Lachance, Lamb, Lloyd, Macdonald, 
_ MacEwan, Millar, Pascoe, Regan, Richard, Rock, Ryan, Stenson (20). 

th In attendance: Mr. Gregory J. Gorman, Parliamentary Agent, and from the 
_ Bell Telephone Company of Canada: Messrs. Marcel Vincent, President, P. C. 


i Venne, Q.C., Vice-President and General Counsel and R. C. Scrivener, Vice- 
_ President. 


The Committee considered Bill S-27, an Act respecting the Bell Telephone 
Company of Canada. 


a The Chairman instructed the Clerk of the Committee to read the Order of 
_ Reference. 
On the Preamble: 


; The Chairman invited the sponsor, Mr. James Brown, M.P. to introduce the 
_ Parliamentary Agent, Mr. G. J. Gorman, and the officials of the Bell Telephone 
Company of Canada, namely: Messrs. Marcel Vincent, President, P. C. Venne, 
-Q.C., Vice-President and General Counsel and R. C. Scrivener, Vice-President. 


Mr. P. C. Venne, Q.C., explained the purpose of the bill. 


The Preamble was carried. 


On Clause 1, 

Mr. Beaulé moved, seconded by Mr. Balcer, 

That subsection 8 of clause 1 be amended as follows: 
ee line 2, after the word “than”, delete number “20” and insert number — 


After further explanations from the officials of the Bell Telephone Company 
of Canada, both the mover and the seconder of that said motion sought and were 
granted leave to withdraw their motion. 


Clause 1 and the Title were carried. 
The Bill was carried without amendment. 
Ordered,—That Bill S-27 be reported without amendment. 
At 11:52 o’clock a.m. the Committee adjourned to the call of the Chair. 
Maxime Guitard, 
Clerk of the Committee. 
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The CHAIRMAN: Gentlemen, this morning we are considering an act respect- 


ing the Bell Telephone Company of Canada. I would ask the clerk to read 
the order of reference. 


oa 
4 
om 
+ 


THE CLERK OF THE COMMITTEE 


Thursday, June 25, 1964. 


Ordered that Bill No. 5-27, an act respecting the Bell Telephone 
Company of Canada be referred to the standing committee on rails, 
canals and telegraph lines. 


SEE ae a ee 


_ 
> 
mT, 
’ 


~~ ? 


The CHairMAN: Now, gentlemen, I hope everyone has a copy of the bill. 
_ If you wish to have one, it will be distributed. 


of This bill is sponsored by Mr. Brown, who I believe will introduce the 


‘parliamentary agent and other members of the company who are appearing 
_here this morning. 


= 


—. 


4 _ Mr. Brown: Gentlemen, I have with me Mr. Gregory J. Gorman. I also 
_ have with me Mr. Marcel Vincent, the president of the company, Mr. P. C. 
-Venne, Q.C., vice president and general counsel, and Mr. R. C. Scrivener, vice 
Bpresident 

_ The CHarrman: Gentlemen, I will call the preamble. I would ask Mr. 


P. C. Venne, Q.C., vice president and general counsel of the company to 
introduce this matter. 


15 to 20. The maximum of 15 started with our act of incorporation in 1880. 
In the years since 1880, the shareholders have elected a varied number of 
directors until 1927 when they elected the maximum of 15. The number of 
directors has remained at 15 since then. However, since 1927 the operations 
of the company have increased greatly. In 1927, we had about 668,000 tele- 
phones in service; today we have well over four million. We had about 15,000 
employees, and today have more than 36,000. In that period our shareholders 
were a little more than 14,000; today we have more than 200,000. In 1927 the 
equity capital investment in the business was about $59 million; today it is 
nore than $1 billion. 


c Such a growth has an important role in the economy of Canada. The 
complexity of the problems has increased every year, and in our opinion has 
alas the necessity to call up more leading Canadians to our board of 
directors. 


If I may be permitted, gentlemen, I also would like to mention other facts 
which do not appear to be well known; these are very important, not only 


for the company, but for all Canadians. It will be noted that 97 per cent of the 
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shareholders of the company are residents of Canada, holding between ther 
93 per cent of the stock of the company. The American Telephone and Tele- 
graph Company, as of December 31, 1963, owned 2.8 per cent of the capital stock a 
of the company. This has been reduced again at this time by the issuance in 
March of two million shares. a 

Only one out of the 15 directors is not a Canadian citizen. a 

Gentlemen, Mr. Marcel Vincent and Mr. Scrivener are at your disposal for 
questioning. a 4 

The CHAIRMAN: Gentlemen, we are on the preamble and, without limiting | 
the questioning, I would like to think we can proceed in an orderly fashion in 
respect of this bill which is rather simple, and I hope that it will not be nec- : 


essary to cover areas which are not within the amending bill. ee 
In any event, I think we should proceed immediately. I will allow: Mr. 4 
Regan to begin. a 
Mr. Recan: Mr. Vincent, at the present time you have 15 directors? : 
Mr. VINCENT (President, Bell Telephone Company of Canada): Yes. 
Mr. REGAN: Your intention and desire in this bill is to increase this imme-_ . 
diately to 20? ig 
Mr. ‘VINCENT: No. We would like to have some ERIE IT am not saying” 


> 


that we have no elbow room. 
Mr. Recan: How many of the 15 directors which you presently have also 
are directors of Northern Electric Company Limited? 


Mr. VINCENT: Four. There is Mr. Eadie, Mr. Keefler, Mr. Lank and Mr. 
Johnson. Mr. Keefler is president of Northern Electric Company Limited ar 1d 
Mr. Eadie is the chairman of their board. ae 


Mr. REGAN: What is the corporate relationship between your company and 
Northern Electric Company Limited? a 


Mr. VINCENT: We own 100 per cent of Mentern Electric Company Limiteaa 
Mr. REGAN: One hundred per cent? a 
Mr. VINCENT: We own it all. BE 
Mr. REGAN: That was not always the case? | BS 


Mr. VINcENT: No. Recently we repatriated, if you like, some 10 per cent 
which was still with the Western Electric Company. a 


Mr. REGAN: You purchased it from Western Electric? ae 


Mr. VINCENT: Not directly from Western. In effect it was from Western 
but not directly. 


Mr. REGAN: Your company is a special act company, I believe. By what 
authority do you hold shares in other companies, such as Northern Electric? | 


Mr. VincENT: According to the charter we have permission to own shares. 
Mr. Rock: On a point of order; is this questioning in order? a 
The CHAIRMAN: I think so. This is the business of the company. We are on al 
the preamble just now; we are not yet on the clauses. q 
Mr. Rock: This is not a company which has come here to be incorporated 
as a new company, and questions are being asked in that direction. This com= 
pany is only bringing in an amendment to its charter. a 
Mr. VINCENT: It is an ROSY with regard to the maximum number 
of directors. ; a 
Mr. Rock: I think this is the only thing we should discuss. i 


The CHAIRMAN: I cannot agree with you at this time. 
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Mr. ReGan: Since you are a special act company, I gather from the pro- 


i’ visions of the Companies Act that you cannot purchase shares of any other com- 
_ pany unless you have special authority in your act. 


Mr. VENNE: May I be permitted to answer that? We are empowered to own 


- shares in Northern Electric under section 4 of our incorporating act. That just 


has been decided by the Board of Transport Commissioners for Canada. 
Mr. Regan: How does that section read? 
Mr. VENNE: It is a long one. 
Mr. REGAN: I do not want the full section. 
Mr. VENNE: The last part reads: 

The company shall also have power to enter into any arrangement 
with any person or company possessing, as proprietor, any line of tele- 
graphic or telephonic communication, or any power or right to use com- 
munication by means of the telephone upon such terms and in such a 


manner as the board of directors may, from time to time, deem expedient 
or advisable, or to become a shareholder in any such corporation. 


Mr. REGAN: But the Northern Electric Company Limited is not a company 


: engaged in the telephone business. 


Oe ee 


Mr. CANTELON: On a question of privilege; I am sure Mr. Regan can obtain 


_ this information privately rather than seeking to obtain it now. We are away 


off the subject of what we are asked to do. 


Mr. REGAN: Four of the directors already are officers of Northern Electric, 
and at least one of them holds a directorship in Bell Telephone Company 


_ because of the fact that he is chairman of the board. There is the question 
_ whether these new directors also would fall into that category. I think it is 


_ all tied into the corporate organization of this company, and is all essential to 
_ the discussion. 


The CHAIRMAN: Mr. Cantelon, I do not see that we have strayed very 


far. I might say that the relationship of the evidence here is in the hands of 
_ the committee. There are no set rules concerning relevance or the type of | 
_ evidence which is available in committee. Personally, as a lawyer, I would like 
_ to rule strictly and say we will speak only about increasing the number of 
_ directors; but, having been in the house for over 20 years, I realize the com- 
i. mittees are masters of their own policy and destiny, and unless it is the view 
of the majority of the members of the committee that they want to stick 
_ to the strict wording of this proposed amendment, I would rule that questions 
_ which relate to interlocking directorates, or the power of a company to acquire 
~ another company, are in order. 


Mr. Rock: Mr. Chairman, further to this, if this company did not come 


‘ here to change its charter—did not want to increase its board of directors— 
- would we have the power to call them up and question them? 


The CHAIRMAN: No. 
Mr. Rock: That is all I wanted to know. 


Mr. REGAN: It seems to me that if the Bell Telephone Company has ex- 
ceeded its corporate powers, we are greatly concerned with that. Perhaps they 


have not. You read a portion of section 4 of their special act; but, as I understand 
_ it, Northern Electric is not in the telephone business; its primary purpose is 
_ to produce electronic equipment and lines. 


Mr. VENNE: Manufacturing. 
Mr. REGAN: As a manufacturing company it sells not only to the Bell 


_ Telephone Company, but also sells in competition to private companies in 
_ the general market? 
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Mr. VENNE: Yes: 


power, if it is not a telephone company, to Bell Telephone Company. to: wel 
such a company? 

Mr. VENNE: As I already stated, the question came up before the Boa: 
of Transport Commissioners for Canada about three months ago and the board 
decided that Northern Electric Company Limited produced, as proprietor, a 
line of telephonic communication and had a right to use communications by 
means of the telephone. , 

Mr. REGAN: This decision was made on a matter of fact by Commission 
Kirk; is that accurate? 

Mr. VENNE: There were two commissioners who decided the issue. Chi 
Commissioner Kerr decided the legal question, and Mr. Kirk probably discuss 
the facts. Commissioner Kerr, the chief commissioner, decided the legal questio 


Mr. Recan: A court of law never has had occasion to review the questi 
of whether Northern Electric really is a company in the telegraphic or telephon 
communication in the telegraphic or telephonic communication field on tl 
basis of one telephone line four miles long. 

Mr. VENNE: The Board of Transport Commissioner for Canada is a cou 
of record—a court of law. Mind you, it is not a superior court or a supreme 
court, but it is a court of law. 


Mr. REGAN: Who delivered the reasons for the board? 
Mr. VENNE: Chief Commissioner Kerr and Commissioner Kirk. 


The CHAIRMAN: Is it necessary to go into this? This is a line of questionit 
which I think you could pursue for yourself. 
Mr. REGAN: Fine. As I understand it, the Bell Telephone Company is in 
monopoly position. As a company in a monopoly position operating a utilit 
do you not agree that they have certain responsibilities to the public and 
other companies which would not apply to a company in an ordinary competiti 
business? 
Mr. VENNE: Yes; I would say so. 
Mr. Recan: By the same token, you have the situation where Northe 
Electric Company Limited, because of the fact that it has the captive mark 
of your company and also is selling to other customers, is able to provide 
competition to private companies by merely having extra production by reason ~ 
of its guaranteed market to this public monopoly. Do you not feel that Bell, as 
a utility, would have an obligation to call tenders and buy its equipment : 
much the same way as does a department of government? i : 
Mr. VENNE: No, because of the quantities and kind of special things wi 
need. I think the tie between Northern Electric and Bell Telephone is what © 
has permitted this company to give the kind of service we are giving at tt 
cost we are giving it. If you think there is anything unfair, I do not agre 
with you, because we always have had a policy whereby Northern Electric h ) 
to sell at the best price to Bell; in other words, it is either as low as or lower 
than, and in most cases lower than, anybody else. . 


Mr. REGAN: In that event, if you feel you need Northern Electric for tl 7 
reason, do you not feel that Northern Electric should withdraw from conte 
tion with private companies in other sectors? 

Mr. VENNE: No. I feel that because of the volume everybody benefits be 

“Mr. Recan: How do you determine the just price at which North 
Electric sells to the parent company? 
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_ Mr. VENNE: They are in competition with others, ‘so, as I say, the price 
they sell to Bell is lower than the price at which they sell to others. After that 
_ they are on their own. _ 

: t Mr. REGAN: Is the financial situation in respect of Northern Electric fully 
% published to the board of transport commissioners? | ; 
| Mr. VENNE: Yes; not only to the board of transport commissioners, but 
' there is an annual report of Northern Electric which is published. I have it 
here, if you want to have it. Have you ever seen it? 
Mr. REGAN: Yes. 
Mr. Cowan: Mr. Chairman, Mr. Regan has not had an answer to his ques- 
ie tion in respect of how they determine the various prices being quoted. 

‘ The CHAIRMAN: I think we will let Mr. Regan ask his questions. 

ig Mr. REGAN: You say the price is lower than that at which they sell to he 
' rest of the market. | 
1 Mr. VENNE: The price to Bell is lower than the price to the other customers 
_ they have. 
q Mr. REGAN: Mr. Chairman, I am very concerned about this matter, because > 
f. it appears to me it is quite possible that Bell Telephone Company has no 
| legal right to hold any shares in Northern Electric, and that they are exceeding 
a their corporate powers in doing so. I believe you would confirm that Northern 
- Electric only operates a one-way telephone line of four miles in length. 
Be Mr. VENNE: There are the courts in which to plead this, and I do not 
_ think we should review the case here. 
‘ Mr. Rock: Mr. Chairman, I understand there has been a court case re- 
_ cently. I do not see quite why we should go ahead with this. 
ee Mr. REGAN: Mr. Chairman, I submit that no legally trained man has de- 
. cided on the facts in that case and only Commissioner Kirk. I am merely trying 
_ to retermine whether any properly constituted court has ever had a reference 
_ in respect of the matter of the corporate powers of this company. 
Mr. VENNE: It was reviewed. The supreme court reviewed the appeal. 
Oy Mr. REGAN: Is it not a fact that the Supreme Court of Canada merely re- 
fused leave to appeal because a question of fact was involved as well as a 
- question of law? 
i Mr. VENNE: Yes. 
te Mr. REGAN: So, the supreme court actually has not reviewed the corporate 
_. power? 
a Mr. VENNE: A judge did review this before he ruled there was no leave © 
ia to appeal. ; 
oe Mr. REGAN: I think you would agree that the basis for the refusal of leave 
a was that no written reasons were given— 
i The CHAIRMAN: Mr. Regan, I think we are entering into a field that this 
ia committee cannot review; that is, the possibilities of an appeal or the grounds 


ia 
Pa 


for the appeal, or what the ‘udge would have done under other circumstances. 
Mr. REGAN: He has now told us no appeal was heard; that is all I want 

e to know. | 

aie The CHAIRMAN: Are there any other questions, Mr. Regan? 


its 
hes 


i Mr. Recan: Mr. Vincent, I am sure, as president of the company, you 
“4 would be concerned if your company exceeded its corporate powers. Do you 
not feel it would be in the interests of determining this fact to have a reference 
to the supreme court on this matter to determine whether you actually do have 
power to hold shares in Northern Electric? 
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Mr. VINCENT: It has been done. 
Mr. REGAN: Perhaps I will direct the question to your lawyer. 


Mr. VENNE: The supreme court refused leave to appeal and gave no 
reasons. We do not know whether it was refused because it was not a question 
of law. 


Mr. REGAN: Do you think it would be of interest to have it referred if there 
is a way it could be referred? 4 


Mr. VINCENT: I cannot see the purpose in that. I think we already have a 
judgment of the court of record on this very matter. 


Mr. Rock: Mr. Chairman, a few members here already have asked aa 
certain points of order. I vill ask again that Mr. Regan stop this line of 
questioning. : 

I shall ask again that Mr. Regan stop that direction of his questioning. iq 
do not think anybody in the room has said that he should go ahead. I think” 
most of them have said that he should not do so. 


The CHAIRMAN: Order. I am Chairman. I did rule that the line of ques- 4 
tioning was all right up to a point. I have just asked that Mr. Regan dis- — 
continue asking questions about what might happen if a certain set of facts — 
were before you. : 


Mr. BaAtcer: I think that the situation of the Bell Telephone owning 100 
per cent of Northern Electric is of extreme interest to this committee. First, a 
let us not forget that the rates and telephone service in the provinces of Quebec — 
and Ontario are based on the expense and costs of various materials .and © 
services which are procured from the Northern Electric and supplied to the@ : 
Bell Telephone. I think it is of paramount interest to this committee to have — 
questions like those of Mr. Regan’s answered, and also, speaking for myscleme { 
I am a little disturbed to see that the hater of Bell Telephone permits Bell 3 
Telephone to purchase companies which have telephone lines, when we know — 
very well that the only line that the Northern Electric has is strictly a token © 
line, about four miles long. I do not know what line it is, but it sounded rather 
strange. I think it is perfectly in order for members of parliament to ask | 
questions on this point. : 


The CHAIRMAN: I would say that it was perfectly all right to ask questions _ 
about the relationship or operations between Northern Electric and Bell Tele-— 
phone. But I thought the line of questioning was going into hypothetical 
matters assuming that the Bell Telephone should do certain things as a result — 
of a court action. That is altogether different. I am not ruling against asking — 
questions which are directly connected with the business of the Bell Televaoaa 
Company of Canada at the present time. 


(Translation) a 


Mr. BEAULE: On a point of order, Mr. Chairman, there are Crown Com-— " 
panies who sit on the committee and are represented by company presidents. © 
Today we have a private company here, the Bell Telephone Company, who do 
as they please. Because I. maintain there is still a monopoly in Canada. 

I think the members have the right to ask questions concerning the | 
activities of the Bell Telephone Company. I also think the public have the 
right to know what that company intends to do for our constituents. a 


The CHAIRMAN: That is precisely the case today. We should discuss matters . 
concerning the Bell Telephone and not decisions handed down in court by a 
judge on some point. e. 

There is a matter which constitutes the basis for discussion at this time and 
concerns the Bell Telephone Company. It is a matter we should discuss without 
discussing the reasons why a judge hands down a certain decision. F 
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- Mr. Beaute: On a point of order. If you recall, when the committee before 
which Mr. Gordon gave evidence was sitting, a decision was handed down in 
_ the Quebec court regarding road transportation. The committee allowed simi- 
_ lar discussions in that field. I think that is the way it should be. 

The CHAIRMAN: If I remember rightly no decision was handed down in 
f that case— 

Mr. BEAULE: No. Mr. Chairman, a decision was handed down. 


(Text) 

me Mr. REGAN: Mr. Chairman, on a point of order, I would like to say why I 
feel it is necessary. Perhaps members of the committee will understand why 
it is necessary to go fairly deep into this matter, because the purpose of the 
_ special act is to restrict the purpose and the actions of the company. If the 
mere fact that the company owns one telephone line as an incidental portion 
_ of its vast operation enables the Bell to buy shares in that company, then there 
_ would be nothing to prevent the Bell from buying one little telephone line, or 
erecting one, whereupon the Bell could legally buy out a multimillion dollar 
enterprise. I am sure it was not the purpose of the Bell at that time to do this. 
. The CHAIRMAN: You have made that statement. ; 

Mr. REGAN: If additional directors are granted, is it your intention to have 
any of the new directors added to your company from the Northern Electric 
Company? 

: Mr. VINCENT: No, it is not our intention. 

Mr. REGAN: You say it is not your intention. Those are all the questions 
I have. 

- (Translation) 

Mr, BEAULE: Mr. Chairman, a moment ago in the submission presented by 
_the company’s lawyer, some figures were given. He stated that 97% of the 
company’s shareholders resided in Canada and that the other 3% resided out- 
side Canada— What percentage of shares is held by the 3% who— reside 
outside Canada? 

Mr. VINCENT: —It is 2.8— 

_ Mr. Beaute: That is not what I am asking. What percentage of shares is 
held by the 3% who reside outside Canada? 

. Mr. VINCENT: Seven per cent, outside Canada— 

f Mr. BEAULE: Who have shares in the Bell Telephone Company? A few 
moments ago figures were mentioned, that from 1880 to 1927 the company was 
allowed to have 15 directors. At that time, was it not too much to have 15 
directors? 

Mr. VINCENT: In 1927— 

Mr. BEAULE: You were allowed 15. 

} Mr. VINCENT: We have had 15, from 1927 on we have had 15. Before 1927 
there were not always 15. 

Mr. BEAULE: Now, with 15 directors, is that not sufficient for the entire 

administration? 

Mr. VINCENT: We should have a little more leeway. 

We should be able to do things—things? 

Mr. BEAULE: What things? : 

Mr. VINCENT: Things we want to have. We want to have better representa- 

tion from the standpoint of territory. We might want— I would personally 

like to have a seat on the board so that our vice-presidents could take turns 
on the board for a period of six months, for instance, so that the directors could 
have an opportunity to get to know our officers. 


Ys 
vi, 
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they have quite a lot of work to do besides that. They receive a large volum 


office and even outside. They have a certain amount of work to do. 


- present? 


So there would be one seat for the vice- aa ad i aoula be appoin 
director in turn for a period of six months so that they would have an oppor 
tunity to get to know our people. It is a good thing, it would be a eee thing | » 
if our vice-presidents could know the people who are there. | ag 

Mr. BEAULE: Would these vice-presidents who would sit on the beard for 
six months or a year remain with the company? a 

Mr. Vincent: No, they would resign after six months. Ks q 

Mr. BEAULE: That would leave a vacancy. oe 

Mr. VINCENT: That would leave a vacancy, so that the officers could be 
there for six months, so that they could be better known. 4 

Mr. BEAULE: That does not correspond with your statement. The statement : 
of the committee saying that it was the increase in staff— ‘ 

Mr. VINCENT: It is one of the considerations. 

Mr. BEAULE: It is one of the considerations. 

Mr. Vincent: There is another consideration. Some directors are sick or 
absent. We have very little leeway. The other one has not resigned yet, he # 
is still on the board. We can appoint 17 or 18. If 2 are sick, that still leaves j 
fair number, 15 or 17 out of 20. With 20 we should be able to reach that figur 

At the present time with 15, if any of them are sick, we frequently have 
meeting with 13 or 12. We ae also like to have better representation fro 
the people who are very active in the business. 

Mr. BEAULE: Do you mean some members of the board are not ver 
active? ae 

Mr. VINCENT: The age limit at the present time is 72. In some cases © 
people retire at 68 or at 70. We have very little margin. We certainly have a_— 
minimum of 15 on the board. If a couple of them are absent and 17 remain, — 
we have at least 15 or over 15. a 

Mr. BEAULE: It is not a matter of increased business, it is a matter of havin 
15 directors, or 17, or 18 directors who will sit on the board? 

Mr. VINcENT: In view of the size of the business we cannot have les 
than 15 directors. At the present time that is the case for the board. 

Mr. BEAuULE: Do you think that could solve the problem? 

Mr. VINCENT: Yes, it would be an advantage. We can have 17 or 18, so- 

Mr. BEAULE: If you appoint 20 directors for the company, will the | 
administration increase? a 

Mr. VINCENT: The administration— a 

ale BEAULE: The cost of administration? Are those people going to be 
pai : 

Mr. VincENT: Like those who are there at present. At the present time thos 
who are on the board get $2,000 a year and $100 for each meeting. Of the 1. 
there are now 9 who are members of the executive committee and have t 
attend a second meeting during the month. The board meets once a month, 0 
the 4th Wednesday and the executive meet on the 2nd Wednesday. 

Those who are on the executive committee get an extra $3,000. I must — 
point out that those people are not only obliged to assist at 2 meetings bil 


i 


of documents and are consulted over the ’phone. People go to see them at th 
Mr. Beaute: How many times in recent years have the 15 directors been 


Mr. VINcENT: At how many meetings did we have 15 directors? 
Mr. BEAULE: In recent years? 


7 
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_ -Mr. Vincent: That is rather difficult to answer but I would say that there’ 
are very few meetings at which all 15 are present. 


a Mr. BEAULE: On this I would point out, Mr. Chairman, that if the figure 
is increased from 15 to 20, if they are not capable of having 15 directors on 
the board at the present time how will they be able to get 20 if the 15 they 
already have do not assist. : 

c Mr. VINCENT: No, that is not what I meant. If ata given time we have 
12 or 13 directors, and at another we have 18, according to the constitution, 
then there is a chance that we shall have 15. 


Ve 
Fig 


_ Mr. BEAULE: Would it still not be better to have 15? 


Mr. Vincent: Some may be absent occasionally. That does not mean that 
the man is not capable of doing the work, it has nothing to do with their 
“qualifications. | 
iy Mr. BEAULE: A large company like the Bell Telephone, when they call 
a meeting, it seems to me that a large company like that, as the Bell Telephone 
is indeed a large company, it seems to me that the directors should be there | 
‘to know what happens at meetings. 
- Mr. Vincent: I think there is nothing exceptional about the Bell Telephone. 
‘It is not possible to have all the members there just as you cannot have all 
the members present in the House. 


" Mr. BEAULE: You want to increase the number of directors from 15 to 20. 


If you are not able to complete the administration with 15 you will be even 
less capable of completing it with 20. 


_ Mr. Vincent: I do not understand what you mean. I mean that if we 
increase the number there is a better chance of having more people at meetings. 
i Mr. BEAULE: I agree. A while ago people were specific. We got figures 
‘concerning the company’s equipment, for example. That is why, because of 
‘increasing sales, because of the staff and the new turnover of the company, you 
‘want more directors for the administration because that creates additional 
problems and more serious problems. 

i You tell me it is not a matter of figures, is it a matter of attendance? 


' Mr. VINCENT: Certainly, the figures show the size of the company at the 


present time and it should have a few more members on the board and a few 


more representatives at meetings. The figures Mr. Venne gave you were to show 


a we should have a little more opportunity to increase. 


_ Mr. Beautk: I have asked several questions. I would like to know whether 
in reality, having those directors might bring about an important project about 
which we know nothing. 

_ Mr. VINcENT: No, that has nothing to do— 

Mr. BEAULE: About which we know nothing— 


a Mr. VINCENT: That has nothing to do with any contemplated project. It is 
simply a matter of regular, ordinary administration. We find at the present 
time that we should have a little more leeway. 


in 


_ Mr. BravuLe: It would not bring about an increase in telephone costs 
at any place. 

a 

(Text) 

The CHarrman: Now, Mr. MacEwan. 

_ Mr. MacEwan: I have a couple of questions. I take it that Bell does not 
obtain supplies from any company other than from Northern? 

_ Mr. VINCENT: No, that is not right. We do buy some outside. 

Mr. MacEwan: Do you call for tenders for these purchases? 


i 
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Mr. Vincent: At times we would call for tenders. It all depends on what 
Mr. MacEwan: According to the type of equipment; in other words, 
Northern cannot supply all the equipment for Bell. as - 
Mr. VINCENT: Again, I think it depends. Siuienalat os there are special items © 
that they do not have. . 
Mr. MAcEWAN: Percentagewise, how much do you buy from Northern, and. ‘ 
how much from outside of Northern? 4 
Mr. VINcENT: I would say that the sales of Northern are something in the 
order of $300,000,000. We take a little bit more than one half of it in Bell. As” 
compared to what we buy outside, I have a little difficulty in answering you 
now, but I could get it for you. 7 
Mr. MacEwan: All right. 4 
Mr. VINCENT: Let me say this that it is very small compared to what we buy4 c 
from Northern. What we buy from Northern is not all manufactured by | 
Northern. There are some 6,000 suppliers involved in what Northern and Bell | 
people do; it is in the order of 6,000 suppliers. This includes raw materials as 
well. fr. 
Mr. MacEwan: It can be said fairly that Bell is ees te the biggest 
customer of Northern. 3 
Mr. VINCENT: That is right. 


Mr. MacEwan: Of course this would reflect on the prices, would it not, at 
which Northern can provide supplies for other companies? a 


Mr. VINCENT: Well, I suppose so, but the volume might help. 


Mr. MacEwan: It would assist, and I take it that as far as your charter is 
concerned, your company believes, on the basis of the ruling by the board of 
transport commissioners, that it has the right to own Northern and to have 
interlocking directorates and so on? : 


Mr. VINCENT: Not only do we believe that we have the right, but we 
think that it is greatly to the benefit of the telephone service and the cost, and- 
to the general expansion of the country. I think the fact that we have doubled 
in the last ten years shows this. What had happened between 1880 and 1953 was 
doubled between 1953 and 1963. I do not think that kind of thing would have 
been done without this Bell-Northern matter. 


Mr. MacEwan: Has there ever been any suggestion put to the company. 
regarding an investigation by the combines branch of the Department of J ustice?- 
Have there ever been talks about that? ae 

Mr. VINCENT: I do not know of any. Do you know of any, Mr. Venne? 


Mr. VENNE: They have applied to us for certain answers, but they have 
never investigated us. 


Mr. MAcEwaNn: You say they never carried out an investigation. a 
Mr. VENNE: They have asked questions of us. a | 
Mr. MacEwan: Have there been any questions asked recently? y 


Mr. VENNE: We have not had any questions from the combines commission 
for two years, I think. 4 


Mr. MAcDONALD: Was Northern Electric a party to the wire and cable 
prosecution? 


Mr. VENNE: No. a 


Mr. MAcDONALD: You were not subject to investigation in the wire and 
cable investigation? 
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Mr. asia: In thee: case there were two questions: One, whether Bell 
elephone could hold shares in Northern; and two, the second question was— 


_ Mr. Macponatp: That is not what I asked. The wire and cable industries 
lave been under almost continuous scrutiny by the Department of Justice in 
connection with their operations. Was Northern Electric a party to those 
proceedings? 

Mr. VENNE: I cannot answer that question. 

i Mr. MAcDONALD: I am rather interested in Mr. Regan’s proposition that if 
by reason of establishing a very limited ber connection you could get 


the electronic business? 
Mr. VINCENT: I think this is essentially ae we have Northern. But you 


: Mr. MM eneiean: Is it essential to the operation of a good telephone system 
that you have this business such as Northern Electric which competes not only 


Mr. VINCENT: That is right. 
Mr. MAcDoNALD: What is the position in the United States, then, with 


Mr. VINCENT: The eneoan Telephone and Telegraph Company owns 
‘Western too. 
a Mr. Macpona.p: Is it not a fact that A.T. & T. were compelled under the 
a sherman anti-trust act to divest themselves of this operation? 
be Mr. Vincent: I do not know. Could you answer, Mr. Venne? 
Mr. VENNE: Well, it was. 
Mr. VINCENT: I do not know that they were compelled. 
Mr. VENNE: There was a consent decree which limited somewhat the 
mount of holdings by A. T. & T. of Western Electric, but it did not go very 
far about limiting their powers. 
4 Mr. MAcDONALD: I was not familiar with the fact that Northern publishes 
a financial statement. To whom is that financial statement made available? Is it 
oe annual report? 
a. _ Mr. VINCENT: There were some 8,000 copies printed. 
_ Mr. Macponatp: Is it sent out to the Bell shareholders, and is it filed 
Pith the board of transport commissioners? 
— _ Mr. VINCENT: No, it is not sent to the Bell shareholders. 
: Mr. VENNE: Yes, I have sent copies of the Northern Electric financial state- 
ment to the board of transport commissioners. 
” Mr. MACDONALD: When you make application for recapitalization, is Nocihers 
ee ectric taken into consideration from the standpoint of determining aes} 
pe pital or adequate return on your investment? 
Mr. VENNE: No, that question has not come up. 
Mr. R. C. ScRIVENER (Vice-President, Bell Telephone Company of Canada): 
in all our rate applications the board of transport commissioners has satisfied 
k itself basically on two points: One, that the prices we pay to Northern Electric 
are fair and reasonable; two: that our investment in Northern is returning 


adequate returns to justify that investment. These have been specific aspects 
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of a number of cases before the board of transport commissioners. Naturally, 
their findings are on record in the matter. 
Mr. Macponatp: Does the Northern Electric Company report to the board 
of transport commissioners as does the Bell? 
Mr. SCRIVENER: Yes. 
Mr. MAcpoNALD: On what do they base that information? 
Mr. ScRIVENER: It has been based on financial considerations such as an | 
examination of the records, the profits and the non-profits, during these ap- 
plications. You will see it in the report of the Bell. Bell reports continuously 4 
to the board of transport commissioners, but Northern does not. However, 3 
during the applications the board has had complete latitude to ask whatever | . 
questions it wishes with respect to the Bell-Northern arrangement. 
Mr. Macponatp: Might I have a copy of the Northern annual report? 
Mr. ScCRIVENER: My copy is scribbled on, but it is not secret. ; q 
Mr. MACDONALD: Would you object to making it public? 4 
Mr. ScrRIVENER: Not a bit. Several thousand copies have been distributedia : 
They are sent to suppliers and to investment people, and obviously to the : 
shareholders. There is a big distribution to Northern employees and Bell. 
employees and to anyone who wants a copy. If you wish to have a copy, just i 
call us. - 
Mr. Macponatp: That is all. “g 
Mr. Appison: I would like to ask Mr. Vincent if his board of directors 
have made any study of the effect on the province or on a group of provinces | 
with regard to the nationalization of his operations? oe 


4 


Mr. Vincent: No, I do not think we have. q 
Mr. ApDISON: You say you have made no study of that type. In your group. é 
of 15 directors is there a committee now in fact that studies the effect ote | 
telephone lines and overhead lines, on new planned communities? a 
Mr. VincENtT: A committee of the board of directors? 

Mr. ADDISON: Yes. 

Mr. Vincent: No. They do not go into that kind of thing. They do conoell ; 
on the operations. They approve the capital expenditures, and not only that, 
but they go into what it is for and where it is. They go over the estimates for : 
each budget. . 

Mr. AppISON: Would the board of directors be consulted with reference on ; 
a major policy shift such as the question of placing telephone communicallgs 1 
wires underground; would they be consulted on that policy? A 

Mr. VINCENT: Yes. They are kept aware of that. 

Mr. App1son: Is there any intended policy change along this line? 

Mr. VINCENT: We are trying to do as much as we can, particularly in 
co-operation with other companies such as the power companies. I think we 
have made a great deal of progress. Of course, this is a lot easier in major 
cities than it is in small villages. We have done a lot of this and hope to | do. 
a great deal more, not only underground along the main streets, but also in 
respect of dropped wires going right to the houses. . 

Mr. ScRIVENER: Basically our policy is that the choice is to bury, but we 
run into various problems. This is a complicated matter. There is the problem 
of burying the wires jointly with hydro. Some terrain is easy to bury in, and. 
other is most difficult. Where you have to blast rock there are problems. | 
Sometimes you find there are 20 feet of earth to the rear of the houses. ie 
earth has not been graded and the people have moved in. You cannot bu: 
beneath that 20 feet. However, the first choice is to bury; this is our basic 
policy. 
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Mr. AppIson: Mr. Chairman, I appreciate your leniency in permitting this 
line of questions. I have just one more question. Might these new people be 


_used in respect of any project which might be in the planning stage? 


Mr. VINCENT: No; we have nothing like that in mind. 
Mr. ADDISON: You are not thinking about going into the space business, 


or buying any companies? 


Mr. VINCENT: Nothing whatsoever of that nature. 
Mr. App1son: Thank you. 
Mr. Rock: Mr. Vincent, I see in your financial report that your company 


_ pays over $63 million in income taxes. I notice, also, that the total number of 
shareholders is over 195,000 and that over 97 per cent are Canadian. Also, I 
_see that you have over 26 million shares, and they are over 93 per cent Cana- 
_dian-owned, or held in Canada. Are these shares voting shares? 


Mr. VINCENT: They all are voting shares. We have a very simple capital 


structure. It is all common stock and they all are voting shares. 


Mr. Rock: I always realized that your company is the most free enterprise 


company in Canada— 


Some hon. MEMBERS: Oh, oh! 

Mr. Rock: —-where many people are able to buy shares in the company. 
Mr. REGAN: You can be one of the new directors. | 
The CHAIRMAN: Order. 

Mr. Rock: When you have the power to have additional directors, will the 


shareholders have the authority to vote in the new directors? 


Mr. VINCENT: Yes, at the annual meeting. 

Mr. Rock: How many shareholders usually appear at your annual meet- 
ing? 

Mr. VINCENT: The last meeting had the highest number we have ever had, 


and as I recall it there were between 300 and 400 people; let us say about 350. 


Mr. Rock: Are there such things as proxies? 
Mr. VINCENT: Yes, of course. 


(Translation) 


Mr. BALcER: Mr. Chairman, I believe in private enterprise. Now, in the 
province of Quebec, as you know, the provincial government have nationalized 


electricity. Now and again it is said that the government ought to nationalize 


the Bell Telephone. In these circumstances I would like to allow the president 
to answer those questions. 

According to certain articles that came out recently, that were published 
recently to the effect that people who are serviced by the Bell Telephone Com- 
pany in the province of Quebec and in Ontario pay more than those serviced 


by nationalized companies in the western provinces such as Saskatchewan, 


Manitoba and Alberta, and I would like the president to give us an answer in 
that connection. I was surprised to read about it in the paper especially when 
you consider that the Bell Telephone now have 4 million telephone sets and an 
enormous capital and have a joint service with the Northern Electric who have 
the same president. 

The service the Northern Electric carry out for the Bell Telephone Com- 
pany enables them to pay less for their equipment. 

This is what I am wondering: could the president, could Mr. Vincent tell 
us why rates are higher for the Bell Telephone than in the territories serviced 


‘by Crown companies like those in Alberta, Saskatchewan and Manitoba? 
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tions, for the same number of telephones, or that the rates are higher in 


Mr. VINCENT: You have asked me oat gestions: there, Mr. Ba 


Mr. Baucer: My question is: Why are the Bell Telephone rates high 
than those of the Crown Corporations in Alberta or Saskatchewan. a 


Mr. VINCENT: Do you mean the rates are higher under identical condi- a 


Montreal than in Edmonton, there is no comparison between Montreal and 
Edmonton. It would be necessary to compare the rates with the same number _ 
of telephones. a 

I am perhaps not sufficiently familiar with the rates in some of these 
cities. I was not under the impression that the rates were higher in Ontario an 
Quebec for the same exchange or for the same exchanges in those places. | 


Mr. Batcer: There was an article in the press the other day which gay 
a lot of details. I am sure you have read it. 


Mr. VINCENT: I was under the impression that the present rates ar 
more or less the same as those of companies with provincial networks, 
you say, in Alberta, Manitoba and Saskatchewan, that their rates are 
same as in Quebec. We have a lot more— 


(Text) 
Mr. Baucer: Mr. Chairman, Mr. Cantelon tells me his monthly rate 
$3.65 and in Ottawa it is $5.65 for the same service. 
Mr. VINCENT: What would be the population? 
Mr. CANTELON: There is a great difference. It is about 2,200. 


Mr. Vincent: That is the difficulty in making comparisons. You woul 
have to take a community with 25 telephones and see whether it is com 
parable. 


Mr. BALCER: I am sure in the Bell Telephone you must have made co: 

parative surveys and are able to answer this type of question. | 
Mr. VINCENT: I would like to look at this and give you the answer. 
Mr. BatcerR: This is the kind of argument people use. 


Mr. VINCENT: Yes, but in making a comparison you would comp 
Edmonton to Montreal. 
Mr. SCRIVENER: How many people did you say there were in your co: 
munity? 
Mr. CAaNTELON: Twenty two hundred; but it serves North Battlefo 
Wilkie and Unity, and a number of other communities. 


Mr. SCRIVENER: I am guessing at the number of telephones in that 
change, but an individual residence line in our territory would be somewhere 
between $3.75 and $4. | a 

Mr. REGAN: Why is it higher in a larger town? | 


Mr. SCRIVENER: Because of the scope of the service area. The greater ‘the 
number of telephones you can call and be called from, the greater the valt 
of the service. 


Mr. MAcDONALD: In a smaller area you would have to pay a toll chai 
outside the area? 


Mr. SCRIVENER: Yes. 


provinces it is only a 
Mr. Vincent: I will be glad to send you a comparison. 
‘Mr. Batcer: I think it is important that we have this clarified. 
The CuHarrMAN: Are there any other questions? 


3 
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‘ Mr. Cowan: Mr. Scrivener just made the statement that if there were more 
_ telephones available on the exchange, the rate should be higher. In heaven’s 
Baame, do you not make more money because of the fact that there are more 
_ telephones and you ask each subscriber to pay a monthly bill? Then you say 
you should raise the rate because there are more people available on the 
_ telephone. ! 

5 Mr. SCRIVENER: The economics of communications are such that every user 
- must be interconnected with every other user. If you have two telephones, it 
_ takes one line to connect them. 


i Mr. Cowan: I did not know that before; thank you. 


Mr. SCRIVENER: If you have three telephones, then it takes three lines to 
interconnect them. The more telephones you have, the more complex are the 
_ interconnections in order to permit each telephone user to speak to the other. 
_ This involves us in the complexity of a metropolitan area like Ottawa, Montreal 
or Toronto as opposed to a small rural community where there are a few 
_ telephones and where a simple switchboard will interconnect them. Therefore, 
_with telephone service, the cost of providing it tends to be upward as you 
increase the complexity of the interconnection. 


Mr. Cowan: The more telephones there are, the higher the rate? 


_._. Mr. Scrivener: The higher the cost of providing the service and the greater 
: value of the service. 
Mr. Cowan: Mr. Regan asked a question of Mr. Vincent; he asked him what 
proportion of the Bell Telephone Company’s purchases go to the Northern | 
_ Electric Company. He received an answer telling him what was the percentage 
of sales of Northern Electric. What percentage of the purchases by Bell 
Telephone Company go to Northern Electric? 


tis Mr. VINCENT: Do you mean all purchases from Northern Electric as against 
_ the total purchases? 


‘a Mr. Cowan: Yes. 
CS Mr. VINCENT: I do not have the amount. The purchases from Northern 


‘Electric are roughly $150 million. I do not have the figures for the rest, but I 
think they would be fairly small. 


_ Mr. Cowan: How much equipment does the Bell Telephone Company 
_buy in a year from everybody, from the whole 6,000 suppliers you are talking 
about? I am interested in knowing what is the percentage purchased from 
Northern Electric. 
__-Mr. Vincent: It is a very high percentage. 
ee Mr. Cowan: Can you give me the percentage? 

Mr. VINCENT: I will get it for you. 


ts Mr. Cowan: If you give it to me, the committee will not be here to hear 
the answer. 

‘ Mr. Vincent: If I say it is in the order of 90 per cent, would that be 
_ good enough? 

Mr. Cowan: Yes. 


Mr. VINCENT: The rest of it is small. If you want to know whether it is 92 
or 93 per cent, or what, I cannot tell you. 


i) Mr. Cowan: Ninety per cent is fine. If the Bell Telephone Company, for 
instance, buys equipment from Lake Ontario Electric Supply, and they in turn 
have bought it from Northern Electric, do you show it as a purchase from the 


“supplier, or from Northern Electric? 
‘Mr. Vincent: I never heard of that. 
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Mr. Cowan: I am using the name Lake Ontario miecene as a case in 1 poi 
I wonder how many of the suppliers you mention are distributors for Norther at 
Electric? a 
Mr. ScrRIVENER: Obviously, if Northern Electric manufactures something | 
we can obtain it cheaper from them than through a distributor. ae 
Mr. Cowan: Yes, but there is nothing to stop you buying it from a dis- 4 
tributor to show that you buy from a large number of people. a 
Mr. ScrIVENER: The Northern Electric Company buys from 5,000 or 6, 000. . 
different suppliers each year. That has nothing to do with the distribution of 
any products it manufactures. 4 
Mr. Cowan: I think with the 90 per cent figure you are not doing too | 
badly. Now there is absolutely no control. If Northern Electric quote equip- 
ment priced at $1 million and somebody else at $850,000 there is nothing to 
force the Bell Telephone Company to take the $850,000 price. 4 
Mr. ScCRIVENER: I do not know whether you could make a comparison 
with the type of equipment. How can you compare? Most of the things we buy 
cannot be compared. How do you compare a cross balance office? Who else 
is going to produce it? g 
Mr. Cowan: You have answered my question indirectly by showing that 
the price you pay Northern Electric is none of our business on the basis that. 
you cannot get it from another supplier. 4 
Mr. SCRIVENER: We have bought switching equipment from outside North- 
ern Electric. 4 
Mr. Cowan: Since the Bell Telephone can pay what it likes to Northern 
Electric, you say it is the concern of Northern Electric. a 
Mr. ScRIVENER: I suppose like any business we do the best we can on our | 
purchases. 
Mr. Cowan: A lot of us do not think you do. 
Mr. ScRIVENER: What makes you say that? 
Mr. Cowan: Because Northern Electric stock is so closely held. 4 
Mr. ScRIVENER: You conclude that because we hold the stock we do an 
uneconomical business; that is, that we do not operate economically because 
we own it. 4 
Mr. Cowan: There is no regulation of the long distance telephone rate in 
Ontario and Quebec, is there? ~ 4 
Mr. SCRIVENER: Yes, of course. E 
Mr. Cowan: I ask this in view of the letter written under date of Auguel 
30, 1961, by Mr. Crump of the C.P.R. and Mr. Gordon of the C.N.R. to the 
Hon. Mr. Balcer in which they point out that the public long distance telephone 
rates in Canada are 50 per cent or more above comparable rates in the United 
States which are regulated by the federal communications commission. Is this 
statement of Messrs. Crump and Gordon of a 50 per cent excess charge on 
long distance rates in Canada correct? 
Mr. VINCENT: I think it probably is correct. Whether the percentage is 
correct or not, the fact is that the rates are higher in Canada than they are i 


the United States. The development is not comparable at all; we have a ver} y 
scattered population from one ocean to another. 


(Translation) 


Mr. BEAuLE: Mr. Chairman, on a point of order, there is something wrolig 
We were told a while ago that the rates are lower because the CoS an 
smaller. 
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(Text) 


The CHAIRMAN: Order, please. / 
Mr. Beaulé, let Mr. Cowan finish his questioning. 
Mr. Cowan: This public letter dated August 30, 1961, written to Mr. 


_ Balcer never has been publicly challenged by anyone in the Bell Telephone 


Company. In 1960 the C.B.C. advertised for a ten year service to supply pro- 
gramming to the radio stations of Canada. It so happens that in Canada the 


—C.N.R. has a line service available in Newfoundland and up in the Yukon 


Territory. The Bell Telephone Company put in a tender on that contract and 


secured the contract from the C.B.C. Can you tell me why the Bell Telephone 
_ Company did not speak to the C.N.R. first to find out what would be the sub- 


contract price in Newfoundland and the Yukon Territory. Do you often 
tender as a prime contractor without asking the subcontractor for his price 
first? 


Mr. VINCENT: I think that was done after the contract. We did get the 
facilities from the railways after we got the contract—in bits. 


Mr. Cowan: How were you able to make a bid in the first place without 
knowing what the subcontractor would tender? 


Mr. VINCENT: I think we knew. 
Mr. Cowan: How would you know? 
Mr. VINCENT: From experience we do have an idea of the rates when we 


_ get facilities from the railways. 


Mr. SCRIVENER: They have established commercial rates just as we have. 


_ We knew that if we wanted facilities from them at any point, they would be 


available to us at their standard commercial rates, and vice versa. If they were 


_ tendering they knew they could obtain from us some facilities at our standard 
commercial rates. We were tendering assuming we could obtain from them 
any facilities we may require at their standard published commercial rates. 


Mr. Cowan: Mr. Gordon and Mr. Crump stated: 

Assuming that it is in the national interest to maintain competition 
in the communications industry, we think you will agree that such com- 
petition cannot be preserved if one group is permitted to quote depressed 
rates in the competitive situation and to obtain recompense through 
higher rates for other services. 


Mr. SCRIVENER: This is not so. These rates are approved by the board of 


_transport commissioners in the same way as others. 


Mr. Cowan: You probably tell the board of transport commissioners that 


you cannot operate at less than these rates which are 50 per cent higher than 
the United States rates. 


Mr. SCRIVENER: Because of the development in Canada, sure. 
Mr. Rock: According to your report you own 100 per cent of Northern 


Electric which means that the profits of Northern Electric actually go to the 


Bell Telephone Company. Does this also mean that the shareholders of Bell 


Telephone benefit from this profit? 
Mr. VINCENT: Of course. 
Mr. Rock: The reason I am asking this is somebody said here that because 


the Bell Telephone Company owns Northern Electric it is detrimental to the 


shareholders of Bell Telephone. I say it is not detrimental; it is to their benefit. 
An hon. MEMBER: Users. 
Mr. Rock: They did not say users; they said shareholders of Bell Tele- 


phone. 


ie 


was said that the equipment costs more. 


432 | STANDING COMMITTER (312 ala 


(Translation) 


Mr. LacHancE: I would like to know, Mr. Chairman, HERD we tha € 
already had an answer to this question, I would like to know the percentage K 
of sales of Northern Electric ...It was stated that it was 90% to the Bell Tele- 
phone Company. Is that correct? % 

Mr. VINCENT: Ninety per cent? 

Mr. LACHANCE: Do Northern Electric sell to other companies? 

Mr. VINCENT: Yes, approximately 50% of Northern Electric sales are 1a 
the Bell Telephone Company, the remainder are to others, but about half their 
sales are to the Bell Telephone Company. 

Mr. LACHANCE: What is the procedure, what scale is used for sales to other 
interests besides the Bell Telephone Company? i 

Mr. VINcENT: They are in competition with others, they do the best theyll 
can. Apart from that, it can happen that sales to other companies are higher 
than those to Bell. But at the present time 52 or 53% of Northern Electric's , 
sales are to Bell. 

It could happen at some time that sales to others than Bell would be greater | 
than those to Bell. But so far that has not happened. ‘i q 

Mr. BEAULE: I am rather confused, Mr. Chairman. A while ago we were 
told that rates were lower in a small centre because of the equipment andl 
modernization in larger centres. a 

If we take Three Rivers, Quebec and Montreal the comparison is as fol- — 
lows: The population of Three Rivers is seventy-five thousand, that of Qucbel i 
two hundred thousand and that of Montreal a million and a half, but the rates i 
are about the same. F) 

A moment ago we were told, for example, that rates are higher in Canada 
than in the States, is that because the population is greater there a in 
Canada? a 

Mr. VINCENT: It is not only because the population is greater. It may alse 
be a matter of development, the number of long distance calls. ne 

Mr. BEAULE: A moment ago we were told that the larger the populations 
the higher the rates. q 


Mr. VINCENT: Lone distance . “4 
Mr. BEAULE: So if the Aion is greater in the United States the rate s 
should be higher. ys 
Mr. VINCENT: We are not talking of exchanges now, we are talking of long 
distance. When we say there is greater development in the United States thes 1 
here, we mean long distance. i 
Mr. BEAULE: Let us take the case of Quebec, Three Rivers and Montreal. | 
Montreal’s population is seven times greater than that of Quebec. a 
Mr. VINCENT: Your comparison . 


Mr. BEAULE: It is easier to ina eraeaan Quebec has a population of tol 


hundred thousand and Montreal a population of one-and-a-half million. aN a 


Mr. VINCENT: You are comparing the rates for local exchanges. You should 
compare it with long distance. ee, 


Mr. BEAULE: It should be compared with long distance. But a while ago it 
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Mr. VincENT: For local service. " 


Mr. BEAULE: In Montreal you have a population of one-and-a-half mil 
lion and in Quebec you have two hundred thousand. z 


Mr. VINCENT: It costs more for local service. 
Mr. BEAULE: What is the difference? 
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Mr. Scrivener: An individual line in Montreal costs $5.85 and in Quebec, 


Mr. BEAULE: And in Ottawa? 

Mr. SCRIVENER: The same as in Quebec, $5.30 for an individual line. 
Mr. BEAULE: $5.85? 

Mr. SCRIVENER: The sales price. 

Mr. BEAULE: All right. Now, another question. 


Mr. BEAULE: You want to increase the number of directors from 15 to 20. 
If the board of directors had to vote and there was an equal... 


Mr. VINCENT: The President of the board would abstain I suppose. 


Mr. BEAULE: That is what you suppose. I am asking you, if a matter has 
to be voted on and if one director was sitting and there was an equal number, 


is the President not considered to be a director? 


Mr. VINCENT: He might not vote. 

Mr. BEAULE: All 20 directors might not be of the same opinion. 

Mr. VINCENT: You want to have 19 or 21 directors? 

Mr. BEAULE: Normally you need an uneven number. 

Mr. VINCENT: That is perhaps a good suggestion, we would ask for 19 or 21. 
Mr. BEAULE: 19. 


Mr. BALCER: A while ago we were told that in the United States long 
distance is less expensive because there is greater concentration. In that case 
why are rates lower in the Prairie provinces where the population is less 
concentrated, than in the Toronto and Montreal areas. 

Mr. VINCENT: That is again a comparison. You say that long distance is 
cheaper in the Prairie provinces than in Ontario or Quebec? 


Mr. BALCER: Yes, I have seen that for myself, unless there has been a 


_ change. It is less expensive. I think the company should provide the committee 
- with all that data. 


The CHAIRMAN: Yes. 
Mr. BALcER: Comparative figures for the various provinces of Canada and a 


_ comparison with the United States. 


The CHAIRMAN: Could you provide us with that information Mr. Vincent? 
Mr. VINCENT: Certainly. 


(Text) 


The CHAIRMAN: Now, Mr. Macdonald. 

Mr. MACDONALD: Will one of the new directors be a nominee of A. T. & T.? 

Mr. VINCENT: There is one now, and we would expect that there would 
still be one. 

Mr. MACDONALD: You mean there will be no increase in that regard? 

Mr. VINCENT: No. 


Mr. MACDONALD: You said that the A. T. & T. had about 2 per cent of your 
stock, but that is not effective control. 


Mr. VINCENT: No, actually on the question of ownership and so on we have 


_ an American director, but it is not because of the 2.8 per cent; it is because we 


operate a continental network. Our main link with the Bell system is not this 


if ownership; it is not the 2.8 per cent. We have a service agreement whereby we 


x 


benefit from a lot of research work which is done down there—although in 
recent years we are bringing about an increase in our research work done 
right here in Ottawa through the Northern lab. I think we will always depend 
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on them, because from the Bell lab, we get a lot of advice on how to operate 
the continental network. That is why we like to have one of the ee : 
from the United States. : 
Mr. MAcDONALD: You have an extensive contractual arrangement with | 
Aer a Sle? ” 
Mr. VINCENT: We have this agreement from which we benefit from the 
work done at the Bell lab. They employ 15,000 people there, and it is a very 
large affair. ) 
Mr. MacponaLp: And you pay a share of that service? . 
Mr. VINCENT: The way it is done is that we pay 1 per cent of our revenue. 


Mr. Macponatp: Is that agreement scrutinized as well by the board fd 
transport commissioners? a 


Mr. VINCENT: Yes. . 
Mr. Cowan: Do you pay 1 per cent of your gross revenue or of yout net 


revenue? 4 
Mr. VINCENT: We pay 1 per cent of our gross revenue. ‘a 
Mr. Macponaub: Does this agreement give you access to research and 


patents and other property? Is there any other point covered? 


Mr. VINCENT: Oh, yes, there is a great deal more in the way of accounting ™ 
practices, construction methods, plant management, and all new develon a 3 
in installation work and that kind of thing. It goes far beyond just research ~ 
matters. I think that maybe this is one of the most important things. a 


Mr. ScRIVENER: In looking at the company from the point of view of oper 4 
ations, I want.to know how good a job we are doing, how we can improve it, — 
and how we can do a better job. There is complete interchange of information. — 4 
For instance, if I want to know what they are doing, let us say, at Cleveland | 
or at Los Angeles, in order to find out if we could do something better, they — 
provide that information. We are continually comparing their operations with ‘ 
our operations in complete and extensive detail. As a result of it, I am per- : 
sonally satisfied that we have been able to provide a superior and better serv-_ ; 
ice, and to provide an incentive and motivation to our people to do a better job 4 
because we are constantly competing with every telephone company in the a 
system in the United States. a 

Mr. MAcDONALD: In regard to industrial development here, and I mean q 
industrial design and patents, do you get some compensation from them for 
what you give to them? a 

Mr. SCRIVENER: There is a reciprocal patent arrangement. SS 

Mr. Macponaup: Northern does around $7,000,000 to $8,000,000 export 
business. Does any of it go into the North American market? 

Mr. VINCENT: Most of it, I would say, but there are plans to get a great 
deal more outside the continent. 2 

Mr. Macponatp: Is there any contractual inhibition against your getting 4 
into the American market to supply equipment for A. T. & T. and their sub-_ i 
sidiaries? . 

Mr. VINCENT: No. A good deal is sold to the telephone companies down 
there. Do you mean that the American suppliers resent Northern selling down — 
there? / 

Mr. MAcDONALD: No, I would put it stronger. Are there contractual arrange 
ments with A. T. & T. which prevent you from getting into their territory? — 

Mr. VINCENT: No. 5 


4 


a 
Be 


a 


a 


Mr. SCRIVENER: We recently sold Western Electric several million dollars. 
worth of cable. 
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The CHAIRMAN: Now, Mr. pr Saath 


‘ (Translation) 

: Mr. LAcHANCE: Mr. Chairman, to revert to Northern Electric, if I under- 
stood correctly you said that approximately 54 or 55% of Northern Electric 
sales are to the Bell Telephone Company. 

Mr. VINCENT: Something like that. 

Mr. LACHANCE: Which would leave approximately 45% outside the Bell 
Telephone and the Northern Electric. From what I understand Northern Elec- 
tric sells to competitors of the Bell Telephone. 

Mr. VINCENT: When you say competitors do you mean other telephone 
companies? 

Mr. LACHANCE: Yes. 

Mr. VINCENT: They are not called competitors. 

Mr. LAcHANCE: They are not competitors? 

Mr. VINCENT: Because if they want to sell, because if they sell to organiza- 
tions we are not going to set up business in Manitoba or elsewhere. There are 
never two telephone companies in one and the same city. What you mean is, 
do they sell to other telephone companies apart from ours? 

Mr. LACHANCE: On the other hand it happens to be the Bell Telephone 
Company who decide on prices. 

Mr. VINCENT: No, the others can buy elsewhere. Moreover, there are a 
- number of telephone companies who do not buy from Northern Electric, they 
- buy from Automatic or Erickson. If some people buy from the Bell Telephone 

Company it is because they consider it to their advantage to do so. 
Mr. LACHANCE: You say there used to be two telephone companies, but 
there cannot be two telephone companies. 
Mr. VINCENT: No, there cannot be two telephone companies. There may 
have been two but it does not make sense. 
(Text) 
Mr. MacEwan: What are the associated subsidiary companies to Northern 
Electric, roughly? 
Mr. VINCENT: The subsidiaries are: Dominion Sound Equipment. I think 
recently they formed a Caribbean company chiefly because they were trying 
to get the west into these markets. It was thought useful to start a little com- 
pany down there. I think those are the only two subsidiaries. 
is Mr. MAcEwawn: Does Bell have an interest in the New Brunswick Telephone 
and Telegraph Company? 
Mr. VINCENT: Yes. 
Mr. MacEwan: What would it amount to? 
Mr. VINCENT: It is about one third. 
Mr. MacEwan: Have you any interest in the Maritime Telephone and 
Telegraph Company? 
Mr. VINCENT: Yes, but it is very small. I think it is less than 10 per cent 
or maybe 8 percent, in about that order. : 
Mr. MacEwan: This would work to the advantage of those companies, 
would it not? 
Mr. VINCENT: In the same way that we have direct service with the A. T. 
& T. The American company will not attempt to have a direct service with 
these other companies. They say we have it with you, and you supply it to 
_ the other companies if you wish. 


B 


a, 
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Mr. MacEwawn: It gives them the aayonba es of Hees facilities. De you ha e 
a director on the Bell board from the Atlantic area? a 
Mr. Vincent: I should not say from the Bell board, er: rather from the 
Bell company. 
Mr. ScRIVENER: If your question is: Do we have a director from New 
Brunswick or Nova Scotia, the answer is no. . og 
Mr. VIncENT: We have a Bell officer who is a director from the maritimes 
and New Brunswick. a 
Mr. ScCRIVENER: There is no Atlantic or maritimes province director on 
our board. 4 
Mr. Stenson: You told us that you had one director from the United 4 
States, and you have not any from the maritimes. Are the remainder of yout 3 
directors all from Quebec and Ontario? ‘ 
Mr. VINCENT: Yes, the remainder of our directors are all from our o 
territory. 
Mr. STENSON: In what cities does Northern Electric operate? 
Mr. VINCENT: You say Northern? 
Mr. STENSON: Yes. 
Mr. VINCENT: Northern Electric operates from coast to coast. 
Mr. STENSON: Where are their plants which supply you? a 
Mr. VINCENT: They are all over the place, mostly I would say in Ontario. 
and Quebec. But they have some small ones outside. a 
Mr. ScRIVENER: They are a distributing organization, selling as they do 
to a great many people in Canada; and they have distributing organizations : 
across the country. However their manufacturing plants are all in Ontario and 4 
Quebec. ; 
Mr. VINCENT: And they have their offices. 
Mr. SCRIVENER: Distributing houses and that kind of thing, but no manufac: - 
turing outside of Ontario and Quebec. if 
Mr. STENSON: Do your directors meet in Ottawa or Montreal? 
Mr. VINCENT: We meet at Montreal. Bi 
Mr. Cowan: I am an Ontario taxpayer and I have to pay 15 cents a gallo 4 
for the use of the roads and highways of Ontario. How much does Bell Telephone | 
Company have to pay to municipalities and to the province for the use of the 
highways for the so-called right of way for their telephone poles? a 
Mr. VINCENT: We pay taxes just like everyone else who uses the highways, . 


Mr. Cowan: Trucking companies pay taxes, and they also have to pay 4 
gallonage tax for the use of the roads and the use of the highways; yet you use 
the roads and highways free for your operations so far as the right of way for 
your poles is concerned. . 


Mr. VINCENT: Yes. 
Mr. Rock: And also in the municipalities. 
Mr. VINCENT: Yes. 


Mr. Rock: There is a public utility law whereby the omens h 
to provide you with rights of way all through the province. 


The CHAIRMAN: Order. Are there any other questions? 
Mr. Baucer: In rural Quebec I understand that Bell Telephone docks 


code, I think, which exempts them from paying municipal taxes. Is that T 
a fact? ani 
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‘Mr. VENNE: If I might answer that question, it depends on the wording 
: of the municipal code under the cities and towns. We are covered and they can 
_ tax the poles and equipment. But under the municipal code in view of the 
_ definition of the word “immovable” they cannot tax us. There have been repre- 
_ sentations made to Quebec many times about that very question. At one time, 

about 20 years ago, I think, provisions were made, when a small telephone 
_ company said to the government that they could not pay it. Nothing was done 
_ about it. Mind you, this company of ours—we pay taxes, but we face that 
- situation now from the fact that the wording of the definition is not conclusive 
_ and we are exempt. 


Mr. Howe (Wellington-Huron): I understand that Bell has been doing a 
_ progressive job in putting a lot of its lines in rural areas under ground. Is it a 
_ progressive program, and if so, how much of it has been done at the present 
time? 
Mr. SCRIVENER: This question came up from another quarter, from a 
_ gentleman to your left. In the terms you mentioned, speaking rurally, in this 
case the company would bury its poles. When we have our wires in residential 
_ areas, our first choice is to bury them. In rural territory we bury them if the 
economics are advantageous as opposed to pole construction. For example, if 
you operate a line near Sudbury for a telephone service, you will find that 
burying is a very costly business. But if you are working through farmland, 
_ then burying is economic. We would prefer to bury, because basically our plant 
is safer when it is buried. About the only danger is when someone puts some- 
_ thing in the ground and knocks it out. This does happen, but when buried we 
are not subject to storm damage and that sort of thing. 


Mr. Howe (Wellington-Huron): Your maintenance would not be nearly 
_as great if your lines were buried. But suppose a farmer should run across your 
line and break it. Who is responsible? Would you charge him for it? 

' Mr. SCRIVENER: That is a hazard of our business. When a contractor digs 
into our line, it is regarded as a hazard of our business. That is part of the 
price of admission, so to speak. 

Mr. Howe (Wellington-Huron): Thank you. 

Mr. Cowan: Returning to the question of the poles on the highway, 
Suppose a man is driving carefully along the road, and his car is forced to 
a sudden stop by reason of a carelessly driven vehicle approaching him. 
Suppose that man is thrown out of his car against a telephone pole and is 
killed. His family has no right to claim against the telephone company for 
that man’s death. 

; Mr. ScRIVENER: If our pole were improperly placed there would be such 
a right. But if our pole is properly and legally placed, then there is no such 
right. 
Mr. Cowan: Suppose it is legally placed on a public highway. 
Mr. SCRIVENER: The legal agreement would provide that we were where 
we were permitted to place our plant. 
Mr. Cowan: On a public roadway? 

Mr. VINCENT: It would have to be approved by the province or the 
municipality. We have to get permission. . 

Mr. ScRIVENER: If that pole were not properly placed, we would incur 
the liability of anyone who does something improper. 

Mr. Cowan: Who would decide the question? 

Mr. SCRIVENER: Whoever has jurisdiction over that right of way. 

The CHAIRMAN: Are there any other questions? Shall clause 1 carry? 

Mr. Batcer: Would one of these directors be a representative of labour? 
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Mr. VincENtT: Where? : . 
Mr. Baucer: With the new five additional atostors do yeu “intend to 
name a representative of labour on your board? ss mM 
Mr. Vincent: No, that is not the intention. ae 
Mr. Rocx: He would cease to be labour, then. 


The CHAIRMAN: Shall clause 1 carry? 
Clause 1 agreed to. 

Shall the preamble carry? 

The preamble was agreed to. 

Shall the title carry? 


(Translation) | 
Mr. BEAuLE: Mr. Chairman, not too fast. I have an amendment to bring ‘ 
to clause 8, third line, concerning this: after the word “at least’... - chanegs 4 


this by 19. This in view of avoiding conflicts in administration. 
Mr. LAcHANCE: Would you not prefer 21? 
Mr. Vincent: I would prefer to keep 20. 


(Text) 


I would rather stay with twenty. 
Mr. Rock: If you fellows want to come down here and ask for, let us 4 
say, twenty five, and have all these questions asked over again, you might f 
just as well make it twenty five now. aa 
The CHAIRMAN: Order. Mr. Beaulé has moved—is there a seconder? — 
Oh yes, seconded by Mr. Balcer—that clause 1, be amended to read, in the . 
second line “by a board of not less than five nor more than twenty one” 
directors’’. } 


aa 


Pe 
a 


(Translation) a ‘a 


In French, on the second line of clause 1: a board of directors composed | 
of at least 5 members and of 21 members at the most. a 


(Text) ; 
What is the wish of the committee? 
Mr. Rock: May we discuss this? 
The CHAIRMAN: Yes. 


Mr. Rock: They are asking for twenty. I do not see why we should forse 
twenty-one on them. For what reason would we do this? 


a 


(Translation) 


Mr. BEAULE: Not yet. When the Board of directors meet and a matter 
has to be voted on, and the Board is made up of 20 members, in that cases 
who is to preponderate in the vote? 


Mr. Rock: You said out of 10— 
(Text) . 4 
If we make an amendment to the bill, would it then have to go back to 
the Senate? a 
The CHAIRMAN: Mr. Beaulé wishes to withdraw his amendment. Do you 3 
agree, Mr. Beaulé? as 
(Translation) 
Mr. BEAULE: The president is one of the directors. 


. 
. 


} 
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Mr. VENNE: Except that under the Companies Act the person presiding 
has an additional right when there is an equal number of voters. I do not 
believe that 21 can change the situation. 


Mr. BEAULE: I think in all companies the number of directors is uneven. 
The CHAIRMAN: Mr. Beaulé— 
Mr. BALCER: It is because we have confidence in the future of the Bell 


Telephone Company and we know they do so much business— 


Mr. BEAULE: If the president’s vote is preponderant, the amendment is 


- dismissed. 


The CHAIRMAN: Under the Companies Act, I have not wanted to inter- 
fere up to now, I have not wanted to interfere in the discussion, but I had 


to mention that. 


E (lext) 


Shall the title carry? 

Carried. 

The CHAIRMAN: Shall the bill carry? 

Carried. 

The CHAIRMAN: Shall I report the bill without amendment? 

Carried. 

The CHAIRMAN: Thank you very much. 

Mr. VINCENT: I was glad to have the opportunity to be here. I knew we 
had a simple bill, but personally I welcomed the opportunity to be here and 


give you information. I was not going to stick to the bill. We welcome the 
opportunity to answer your questions. 


The CHAIRMAN: Thank you very much. 
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ORDERS OF REFERENCE 


. Monpay, July 13, 1964 


ff : 


|,  Ordered,—That the name of Mr. Leblanc be substituted for that of Mr, 
_ Emard on the Standing Committee on Railways, Canals and Telegraph Lines. 
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THURSDAY, August 20, 1964 


a Ordered,—That Bill S-39 An Act to incorporate Meota Pipe Lines Ltd. 
_ be referred to the Standing Committee on Railways, Canals and Telegraph Lines. 
hat 

a Monpay, August 31, 1964 

oe Ordered,—That the name of Mr. Horner (Acadia) be substituted for that 


- of Mr. Kindt on the Standing Committee on Railways, Canals and Telegraph 
- Lines K 
e : 


| 4a Attest. 

4 LEON-J. RAYMOND 
og . The Clerk of the House. 
REPORTS TO HOUSE 


SEPTEMBER 1, 1964 


7 The Standing Committee on Railways, Canals and Telegraph Lines has the 
honour to present the following as its 


THIRD REPORT 


, Your Committee has considered Bill S-39, An Act respecting Meota Pipe 
Lines Ltd., and has agreed to report it without amendment. 


Respectfully submitted, 


SEPTEMBER 1, 1964 


| The Standing Committee on Railways, Canals and Telegraph Lines has the 
honour to present the following as its 


FOURTH REPORT 


_ Your Committee reported this day Bill S-39, An Act to incorporate Meota 
Pipe Lines Ltd., as its Third Report. 


Clause 3 of the said Bill provides for Capital Stock of four million shares 
without nominal or par value. 


i, Your Committee recommends that, for the purpose of levying the charges 
provided for under Standing Order 94(3), the proposed Capital Stock consisting 
of four million common shares without nominal or par value, be deemed to be 


Respectfully submitted, 
Concurred in on September 1, 1964. 
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MINUTES OF PROCEEDINGS 


TUESDAY, September 1, 1964 
(14) 


iS The Standing Committee on Railways, Canals and Telegraph Lines met 
at 10:38 o’clock am. this day. The Chairman, Mr. Jean-T. Richard, pre- 
sided. 

, Members present: Messrs. Armstrong, Beaulé, Béchard, Cantelon, Can- 
tin, Cowan, Crossman, Granger, Horner (Acadia), Howe (Wellington-Huron), 
_ Leblanc, MacEwan, McBain, McNulty, Nugent, Rapp, Richard and Southam—18. 


In attendance: Hon. R. A. Bell Q@.C., Registered Parliamentary Agent, 
Messrs. A. John Cressey, Solicitor, and R. Kaufman, President of Meota Pipe 
¢ Lines Ltd. 


The Committee considered Bill 5-39, An Act to incorporate Meota Pipe 
Lines Ltd. 

On the Preamble: The Chairman invited the Sponsor, Mr. Terry Nugent, 
_M.P., to introduce the Parliamentary Agent, Hon. R. A. Bell, Q.C. 
| In turn, Hon. R. A. Bell, Q.C., introduced Messrs. A. John Cressey and R. 
Kaufman. 

The Preamble, Clauses 1 and 2 were carried. 


On Clause 3: The Clerk of the Committee read a solemn declaration 
dated May 7, 1964, filed with the Chief Clerk of Committees, respecting the 
‘hominal or par value of shares. 


CANADA 
x PROVINCE OF ALBERTA 
TO WIT IN THE MATTER OF THE PROPOSED 


APPLICATION FOR INCORPORATION 
OF MEOTA PIPE LINES LTD. 


I, STANLEY REESOR KAUFMAN, of the City of Edmonton, in 
the Province of Alberta, do solemnly declare: 
1. That I am one of the proposed Directors and proposed initial 
shareholder of the proposed corporation. 


2. That the proposed capital stock of the Company will be 
Four Million Dollars ($4,000,000) and for purposes of capitalization 
the Four Million (4,000,000) no par value share will be valued at 
the rate of One Dollar ($1.00) per share. 


AND I make this solemn declaration conscientiously believing it 
to be true and knowing that it is of the same force and effect as if made 
under oath and by virtue of the Alberta Evidence Act. 


DECLARED before me at the 
City of Edmonton, in the 
Province of Alberta, 

this 7 day of 


May, A.D. 1964 
S. R. Kaufman 
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a the Province of! 
_ Alberta. 


ae peas —That, for the purpose ae oy ne nares prov 
Standing Order 94(3), the Committee recommends that the proposed. ca 
- stock consisting of four million shares without nominal or. ‘par val le 
deemed to be worth four million dollars ($4, 000,000.00). fe Se St A 


Clauses 3 to 11 inclusive, the Title and. the Bill were Bagi) carried 
the Chairman instructed to report the Bill without amendment. pale ne 


The Committee requested that both the map showing the all Gonna 
outa of Meota Pipe Lines Ltd. as Exhibit No. 1 and the By-Laws alrea 
- filed with the Committees and Private Legislation Branch, as Exhibit No. 
Re published as appendices to this day’s Minutes of Proceedings and Eviden 


At 10.53 o’clock a.m. the Committee adjourned to the call of the Chair y 


Maxime Guede 
Clerk of the Commute 


EVIDENCE 


TUESDAY, September 1, 1964 
The CHAIRMAN: Gentlemen, we have a quorum. 


This morning we are examining a bill to incorporate Meota Pipe Lines Ltd. 


. I shall call the preamble, and then I will ask the sponsor of Bill No. S-39, 
Mr. Nugent, member of parliament, to introduce the parliamentary agent, the 
Hon. R. A. Bell, Q.C. 


On the preamble. 


Mr. NuGentT: Mr. Chairman, and gentlemen, I know you will be very © 
happy to learn that I do not intend to make a speech, and I do not think that 
Mr. Bell really intends to make a long speech. | 


; I am sure all members of the committee know who Mr. Dick Bell G:C.) is: 
He is a former minister in the last government. 
Mr. Bell will introduce the other witnesses who are) appearing before you — 
this morning. 
A I hope it will not be necessary for me to take any part in the proceedings. 
But, of course, if anyone has any pertinent, or even impertinent questions, I 
would only be too happy to answer them. | 
Would you proceed, Mr. Bell. 


_ Hon. R. A. BELL, Q.C. (Parliamentary Agent): Mr. Chairman and gentle- 
men, from experience I belong to that school which believes that parliamentary 
“agents should be seen and not heard. I have only two or three brief statements ; 
0 make. 


_. I think the bill is in the standard form, which has become traditional since 
_the enactment of the national energy board. Under that act, as the committee 
is aware, only a company can construct or operate a pipe line. A company is 
defined in the bill as one which has been incorporated by special act of parlia- 
“ment. 

4 This particular pipe line is not in any sense a promotional venture; it is 
being set up as a vehicle to meet an existing need, particularly for service in 
“southwestern Manitoba. a 
* As the committee is aware, the incorporation by special act is only the 
first step. The procedure thereafter is to acquire a certificate of public con- 
_venience and necessity from the national energy board. 


| : As you realize, this line will be crossing the Saskatchewan-Manitoba border. 
iy he distance of the contemplated total line is 42 miles. 


_ Present this morning to assist the committee in their deliberations is Mr. 
8. R. Kaufman. If parliament incorporates this pipe line company it is proposed 
that Mr. Kaufman shall be the president of the company. 


__ With Mr, Kaufman this morning is Mr. A. Jack Cressey, who is the solicitor 
‘for the applicant. Mr. Cressey would like to assist the committee very briefly 
‘in respect of two or three matters. | 
| Mr. A. J. CRESSEY (Solicitor for the Applicant): Mr. Chairman and gentle- | 
men, the incorporators are seeking a charter from the federal government to 
construct interprovincial pipe lines for transmitting natural gas to the south- 
Ow estern corner of Manitoba from southeastern Saskatchewan. 
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Basically, the mechanics of this are that they are required to receive a 
special act, in order to acquire the status of a company or a legal entity. Then 
they have to appear before the national energy board and this board will decide { 
on the structural and economic details of the line. Then the public utilities ‘ 
commission of the province of Manitoba, where the gas is to be distributed, will 
have to establish the gas rate and the terms and conditions under which the 
gas will be delivered to the consumers. : 

The incorporators are all engaged in management and engineering capaci- 1 
ties with a group of associated gas and electric companies in Canada which 
operate on a nationwide basis. 


The president of Meota Pipe Lines Ltd., should it get its charter, will be 
Stanley Reesor Kaufman, who is vice president and general manager of Great © 
Northern Gas Utilities (Operations) Ltd., Plains Western Gas & Electric Co. 
Ltd., Plains Western Gas (Manitoba) Ltd., Great Northern Gas Co. Ltd., North © 
Shore Propane Co. Ltd., and vice president and treasurer of Rockgas Propanell 
Ltd. 


This group of companies are distributing propane in 106 communities in 
Manitoba and natural gas in 22 communities. At present they are distributing 
natural gas in Fort St. John, British Columbia, Athabaska, St. Paul, Leduc, 
Calmar, Westlock, Morinville, Stettler, Hanna, Demirci Pichon Creek, | 
Three Hills and Two Hills, all in Alberta. In Manitoba they are distributing in 
Brandon, Carberry, Morden, Winkler, Altona, Plumb Coulee, and at present 
they are in the process of installing natural gas in Carmen. They are also — 
engaged in a propane-air distribution system at Sault Ste. Marie, Ontario. 


The companies are looking to the distribution of fuel in other areas of 
Canada and in many instances, such as the contemplated natural gas service’ 
to southwestern Manitoba, they will require a permit to transmit gas acl Ga 
provincial boundaries. . 

The contemplated route of the pipe line, should Meota get its charter, will 
be from Alida in southeastern Saskatchewan across to Melita in southwestern 
Manitoba. The area is marked in red on the map. I am referring here to the 
Saskatchewan-Manitoba boundary. It is contemplated that future extensions 
would see it go on to serve the area farther east of Melita. 

It would be a four inch pipe line. The gas is available from the systen 
of the Saskatchewan Power Corporation in southeastern Saskatchewan. q 

As I mentioned, originally, the available market would be around Melita. 
There is no existing facility to supply natural gas in that area at the present 
time. The trans Canada pipe line is 61 miles north of the contemplated area. ~ 

The group of companies have within their own capacity the financial — 
resources to construct the system. 


Mr. Rapp: If I may interrupt, is this same company operating in Saskatche- 
wan? 


Mr. CRESSEY: No. All natural gas in Saskatchewan is distributed by the 
Saskatchewan Power Corporation. ’ 


Mr. Rapp: Then, have they a monopoly on it? 


Mr. CRESSEY: Well, I do not care to comment on that. They certainly are 
serving all areas of Saskatchewan. 


The CHAIRMAN: Mr. Cressey, have you finished your statement? 

Mr; CRESSEY: Yes. 

The CHAIRMAN: Are there any questions? If not, shall clause 1 carry? 
Mr. McBain: Mr. Chairman, I have one question. 

Mr. Cressey, where do you receive your supply of natural gas? 
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Mr. CRESSEY: From the existing trunk line of Saskatchewan power cor- 
_ poration at Alida. The Saskatchewan Power Corporation has an existing grid 
_ throughout the province and they have gas available at Alida. 


Mr. McBain: And you are purchasing your supply from the Saskatchewan 
Power Corporation? 
Mr. CRESSEY: Yes. 
: Clauses 1 and 2 agreed to. 
a On clause 3—Capital stock. 

The CHAIRMAN: Since the nominal or par value of the shares was not 
included in the petition or in the body of the bill I would ask the clerk to 


_ read the solemn declaration made to that effect by one of the petitioners, 
_ Mr. Kaufman. 


i The CLERK OF THE COMMITTEE: reads a solemn declaration made by Mr. 
_ Stanley Reesor Kaufman before Mr. A. J. Cressey, a Notary Public in and 
_ for the Province of Alberta. 


_ (See this day’s Minutes of Proceedings. ) 


The CHAIRMAN: You will understand that the purpose of this amendment 
is to establish a value so that the clerk can make the proper charge on this 
bill. It does not amend clause 3 of the bill. Will someone make a motion to that 

effect. 


Mr. HoRNER (Acadia): For the purpose of setting the fee I move that the 
value of the shares be rated at $1 per share. 


Mr. SouTHAm: I second the motion. 

Motion agreed to. 

: Mr. LEBLANC: I understand that the $1 rate is for tax purposes with regard 
_ to the issuance of the shares themselves, but is there any price set now on the 


market for those shares? In other words, what would be the market price of 
_ these shares? 


| Mr. Cressey: It is not contemplated at all that these shares would go on 
_ the market. 


Mr. LEBLANC: It would be entirely a private affair? 
Mr. CRESSEY: Yes. 

Mr. LEBLANC: So, they would be bought at $1? 

Mr. CRESSEY: Yes. 


Mr. LEBLANC: Therefore, there would not be anything in the nature of 
shares in escrow, or anything like that? 


Mr. CrRESSEY: No. 

The CHAIRMAN: Any other questions on clause 3? 

Shall clause 3 carry? 3 

Clause agreed to. 

On clause 4—Head office and other offices. 

Mr. McNvutty: Under subparagraph (3) of clause 4 it is said: 

No by-law for the said purpose shall be valid or acted upon until 
it is sanctioned by at least two-thirds of the votes cast at a special general 
meeting of the shareholders of the company— 

Has any consideration been given to the time element involved in the 
calling of a meeting so that shareholders will receive proper notice? 
| Mr. CRESSEY: Yes, that is covered under the Dominion Companies Act. 


Mr. BELL: One of the sections which is made applicable by section 7 does 
provide for notice. 
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* Title agreed to. | Sh Renney hae eae 
The CHAIRMAN: Shall I report the bill? } ay: } 
Some hon. MEMBERS: Agreed. | eh 


The CHAIRMAN: That completes the business of the committee this morning. a 
I want to thank Mr. Bell and Messrs. Cressey and Kaufman. ¢ 
CRS Mr. CantTIn: May I request the committee to have the charter together 
with the map included as an appendix? a 
Mr. LEBLANC: Yes, the charter together with the map, as well as the J 
bylaws that are probably already made up. 
te Mr. NuGceNnt: The bylaws have to be filed with the Secretary of State 4 
teh afterwards. a 
‘ Mr. Cressey: Gentlemen, I believe that the bylaws have already been 
- prepared, but I believe that until the charter is granted and the bylaws are © 
filed with the Secretary of State they cannot be accepted. The Secretary of j 
State has to approve them. He will not do so until the charter is granted. a 
Mr. LEBLANC: What we want is to have the bylaws included as an appendix 
together with the map, even if there are to be changes afterwards. aw 
Mr. NuGceNnT: May I suggest something? I am certain the company has” 
‘no objection to this but I think, in fairness to the company, they would like to 
have it added—because the Secretary of State sometimes does insist on a change 
in bylaws of some kind or another—that the committee would accept them 
being filed as an appendix with that caveat. 
The CHarRMAN: Is it the wish of the committee that the proposed bylaws ) 
and the proposed map of the route be filed as an appendix? 
It is agreed. 
That completes the business of the committee. 


- Mr. Horner (Acadia): I move we adjourn. 
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i BY-LAW NO. 1 
____ BEIT ENACTED AND IT IS HEREBY ENACTED as a by-law of MEOTA 


) PIPE LINES LTD. 
“as follows: 


av 


INTERPRETATION 


i f 1. In all by-laws of the Company, including this clause, unless the context 
or subject matter requires a different meaning: 
“Annual Meeting” shall mean the annual general meeting of the 
shareholders of the Company required by the Statutes. 
“Board” shall mean the board of directors of the Company. 
“By-laws” shall mean this by-law and any by-law which may be 


enacted or passed amending, adding to or in substitution for such by-law, 
or any part thereof. 


“Company” shall mean the above-named Company. 
“Debenture’”’ shall include “bond” and vice versa. 


as such. 
“General Meeting” shall mean a meeting of the shareholders. 
“Month” shall mean calendar month. 


“Office” and ‘Head Office” shall mean the head office of the Company, 
for the time being. 


required by the statutes. . 
“Registrar” shall mean the Secretary or other officer or party for 
the time being in charge, or having custody and control, of the Register. 
“Seal” shall mean the corporate seal of the Company or any official 
facsimile of the same. 


temporarily or permanently to perform the respective duties of the 
Secretary and Treasurer, or holding such offices jointly. 

“Special Act” or “Charter”? shall mean the Act incorporating the 
Company. 

“Special Meeting” shall mean any general meeting of the share- 
holders other than the annual meeting. | 


“Statutes” shall mean the Special Act and the Companies Act. Chapter 
53 of the Revised Statutes of Canada, 1952, and every other Act or statute 
incorporated therewith or amending the same or any act or statute 
substituted therefor, and in the case of any such substitution, the reference 
in the by-laws to non-existing acts or statutes shall be read as referring 
to the substituted provisions in the new act or statute. 

Words which have a special meaning assigned to them in the Statutes 
shall have the same meaning. 

Words imparting the singular number only shall include the plural 
and the converse shall also apply. 


Words imparting males shall include females. 

Words imparting individuals shall include corporations. 

be 2. The headings used throughout this by-law are inserted for reference 
Bese only, and are not to be considered or taken into account in construing 


the terms or provisions of any clause nor to be deemed in any way to qualify, 
m odify or explain the effect of any such terms or provisions. 


“Dividend” shall include bonus or any distribution to shareholders 


“Register” shall mean the register of shareholders to be kept as . 


“Secretary” and “Treasurer”? shall include any person appointed — 
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OFFICES 


3. The head office of the Company shall be situated at the City of Edmonton, 
in the province of Alberta, and at such place or address therein as the Board | 
may from time to time by resolution fix and determine. : 

4. The Company may also have offices at such other places or addresses, ‘ 
whether in the province of Alberta or elsewhere, as the Board may by resolution 
fix and determine. . 


SEAL 


5. The seal, an impression whereof is stamped in the margin hereof shall 
be the seal of the Company. 


SHARES GENERALLY 


6. The issuance of shares shall be under the control of the Board who may ~ 
allot or otherwise dispose of the same at such times, in such manner and to 
such persons or classes of persons, as the Board may from time to time by 
resolution fix and determine. 


TRUSTS 


7. The Company shall not be bound to see to the execution of any trust, 
whether express, implied or constructive, in respect of any share and the receipt 
of any shareholder in whose name a share stands on the books of the Company > 
shall be a valid and binding discharge to the Company for any dividend or 
money payable in respect of such share, whether notice of such trust has been 
given to the Company or not, and the Company shall not be bound to see to the 
application of the money paid on such receipt. 


SHARE CERTIFICATES 


8. Share certificates shall be in such form as the Board may from time te 

time by resolution approve. ; 

9. Every shareholder shall be entitled, without payment, to a certificate 

specifying the number of shares held by him and the amount paid up thereon. 

If any shareholder shall require certificates in addition to one certificate, he she 
pay for each additional certificate such sum as the Board may determine. 

10. If any certificate be worn out, lost, stolen, defaced or destroyed, it may 

be renewed upon the person requiring a new certificate surrendering the worn 

out certificate, or giving such evidence of the loss, theft, defacement or destruc- 

tion and such bond of indemnity to the Company as the Board may require. — 

11. Share certificates, interim and definitive: 

(a) need not be under or bear the seal of the Company. 

(b) shall be signed by the President, a Vice-President or a director and 

by the Secretary or an Assistant Secretary, if any, holding office at 

the time of signing. 

(c) so signed shall be valid and binding on the Company notwith- 

standing: 

(i) any change in the persons holding said offices between the 

time of actual signing and the issuance of the certificate, and 

(ii) that the President or Vice-President or such director or Secre- 

tary or Assistant Secretary may not have held office at the date 

of the issuance of the certificate. 


12. The signature of the President, Vice-President, director and of the 
Secretary or Assistant Secretary may be printed, engraved or otherwise me- 
chanically reproduced on the share certificates and such printed, engraved 0 0: 
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otherwise mechanically reproduced signature shall for all purposes be deemed 
_ to be the signature of the President, of such Vice-President, of such director 
and of such Secretary or Assistant Secretary. 


13. A certificate for shares shall be prima facie evidence of the title of the 
shareholder to the shares therein designated. 


14. Where the capital stock of the Company consists of more than one class 
of shares, a statement of the rights and conditions, limitations or restrictions, 
whether created by the letters patent or supplementary letters patent or by 
by-law, shall be set out in, or endorsed on, the certificate for shares issued for 


each class. 


15. In respect of a share or shares held jointly by several persons, the 
Company shall not be bound to issue more than one certificate and the delivery 


of the certificate to one of several joint holders shall be sufficient delivery to all. 


JOINT HOLDERS OF SHARES 


16. Where two or more persons are registered as holders of any shares 


_of the Company: 


(a) they shall be deemed to hold the same jointly and shall be liable 
severally as well as jointly in respect of all payments required to be 
made in respect of such share. 

(b) any one of such joint holders may give effectual receipts for any 
dividend or return of capital payable to such joint holders. 

(c) only the person whose name stands first in the register of share- 
holders, as one of such joint holders, shall be entitled to receive 
notices from the Company and any such notice given to such person 
shall be deemed notice to all the joint holders. 

(d) any one of such persons may vote at any meeting, either personally 
or by proxy, in respect of such shares as if he were solely entitled 
thereto. 

(e) if more than one of such joint holders be present at any meeting 
personally or by proxy that one of the said persons so present whose 
name stands first in the books of the Company or before the other 
or others in the books of the Company in respect of such share shall 
alone be entitled to vote in respect thereof, and 

(f) as executors or administrators of a deceased shareholder, they shall, 
for the purposes of sub clauses (c), (d) and (e) hereof, be deemed 
joint holders thereof. 


CALLS AND INSTALLMENTS ON SHARES 


17. The Board may by resolution from time to time make such calls as 
it deems fit upon the shareholders in respect of all moneys unpaid on the shares 
held by them respectively, and not by the conditions of allotment thereof made 
Payable at fixed times, and each shareholder shall pay the amount of every 
call so made on him to the persons and at the times and places appointed by 
the Board. 


18. A call: 
(a) may be made payable by installments, 
(6) shall be deemed to have been made at the time when the resolution 
of the Board authorizing such call was passed. 


19. Ten (10) days’ notice, at least, of any call shall be given specifying 
the time and place of payment, and to whom such call shall be paid. Before 
the time for payment the Board may, by notice in writing to the shareholders, 
Tevoke the call or extend the time for payment thereof. 
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90. If the sum payable in respect of any call or installment be not pai 
or before the day appointed for payment thereof, the holder for the time be! 
of the shares in respect of which the call shall have been made, or the insta 
ment shall be due, shall be liable to pay interest on such call at the rate 
six per centum (6%) per annum from the day appointed for the payment 
thereof to the time of the actual payment. EB - 

21. If by the terms of the issue of any shares or otherwise any amount 
is made payable at any fixed time or by installments at any fixed time, such 
amount or installment shall be payable, as if it was a call duly made by the 
Board, of which due notice has been given; and all provisions hereof with © 
respect to the payment of calls and interest thereon, or to the forfeiture of 
shares for non-payment of calls, shall apply to such amounts or installments — 
and the shares in respect of which they are payable. i 

92. The Board may, in its discretion, receive from any shareholder willing 
to advance the same, all or any part of the moneys due upon the shares held © 
by him, beyond the sums actually called for, and upon the moneys so paid 
or satisfied in advance, or so much thereof as from time to time exceeds the 
amount of the calls then made upon the shares in respect of which such 
advances have been made, the Company may pay interest at such rate not 
exceding six per centum (6%) per annum as the shareholder paying such 
sum in advance and the Company agree upon. No amount paid on a share in 
advance of calls shall be treated as paid on any share. 4 

93. No shareholder shall be entitled to receive any dividend or to partici- 
pate in any distribution whether of capital or otherwise while any calls together 
with interest and expenses, if any, for the time being due and payable on every 


share held by him, whether alone or jointly with any other person, remai ) 


ag 


unpaid. q 
FORFEITURE OF SHARES q 


24. If any shareholder fails to pay any call or installment on the day 
appointed for payment thereof, the Board may at any time thereafter, during 
such time as the call or installment remains unpaid, serve a notice on him 
demanding that he pay such call or installment, together with interest accrued 
and any expenses incurred by reason of such non-payment. a 

95. The notice shall name a further date on or before which such call 
installment, and all interest accrued and expenses incurred by reason 
such non-payment are to be paid, and it shall also name the place where pay-— 
ment is to be made. The notice shall also state that in the event of non-pay- 
ment at or before the time and at the place appointed, the shares in respect of 
which such call was made or installment is due will be liable to forfeiture. 

96. If the requisitions of any such notice, as aforesaid, be not complied 
with, any shares in respect of which such notice has been given may, at an 
time thereafter before payment of all calls or installments, interest and expens 
due in respect thereof have been made, be declared forfeited by a resolution 
of the Directors to that effect. Such forfeiture shall include all dividends de- 
clared in respect of the forfeited shares and not actually paid before the for- 
feiture. a 

27. Any shares so forfeited shall thereupon become the property of t 
Company, and it may sell, re-allot or otherwise dispose of the same in such 
manner as the Board may think fit. At any time before a sale or disposition 
of the shares the forfeiture may be cancelled on such terms as the Board may 
see fit. B). 

28. Any shareholder whose shares have been forfeited shall, notwithst 7 
ing such forfeiture, continue to be liable to pay to the Company and to 
creditors all calls and installments, interest and expenses owing upon § 


y 
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ares at the time of forfeiture, together with interest thereon from the time 
of forfeiture at a rate not exceeding six per centum (6%) per annum, less 
_ any sums which may have been subsequently received by the Company in 
er 
j 


espect thereof. 
it 29. The forfeiture of a share shall involve the extinction at the time of 


_ forfeiture of all interests in and claims and demands against the Company in 
j respect of the share and all other rights and liabilities incidental to the share, 
_ as between the shareholder whose share is forfeited and the Company, except 


- only such of those rights and liabilities as are by these by-laws or by the 
_ statutes expressly saved. 


as 30. A statutory declaration in writing that the declarant is a director of 
_ the Company and that a share has been duly forfeited in pursuance of this 
_ by-law and stating the time when it was forfeited, shall, as against all persons 
claiming to be entitled to the share adversely to the forfeiture thereof, be 
conclusive of the facts therein stated, and such declaration together with a 
' certificate of proprietorship of the share, delivered to a purchaser or allottee 
_ thereof, shall constitute a good title to the share, and the then holder thereof 
shall not be bound to see to the application of the purchase money, nor shall 
his title to the share be affected by any fact, omission or irregularity relating 
_ to, or connected with the proceedings in reference to the forfeiture, sale, reallot- 
_ ment or disposal of the share. 


te 31. When any shares have been forfeited, an entry shall forthwith be made 


BD: 


in the register and other books of the Company relative thereto recording the 
forfeiture and the date thereof and as soon as the shares so forfeited have 
_been disposed of, an entry shall also be made of the manner and date of the 
disposal thereof. 

i 32. Notwithstanding anything hereinbefore contained, the Board may if 
eemed fit, instead of forfeiting any share or shares, enforce payment of all 
‘calls and installments, interest and expenses thereon by action in any court of 
competent jurisdiction. 


Wee 
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on TRANSFER AND TRANSMISSION OF SHARES 


i 33. Shares may be transferred in any recognized form of transfer which 
‘form of transfer may be endorsed on the certificate for shares, but no transfer | 
of shares whereof the whole amount has not been paid, shall be recorded in the 
register or any branch register of the Company, and in any case, and subject 
to and saving and excepting as in the statutes provided, the transferer shall 
_be deemed to remain the holder of such shares until the name of the transferee 
is entered in the register in respect thereof. 


fii 


is 34. Every certificate for shares which are to be transferred, together with 
| Such other evidence as the Company may require to prove the title of the 
transferor or his right to transfer the shares, shall for the purposes of registration 
be left at the office of the registrar or the transfer agent of the Company, and 
subject to the provisions of the Statutes, no transfer of shares shall be valid 
until entry thereof has been made in the register of transfers or branch register 
of transfers. 


| 35. All certificates the shares in respect of which are transferred and all 
instruments of transfer shall be retained by the Company, but any certificate 
and instrument of transfer of the shares represented therein which the Board 
} may decline to transfer shall on demand be returned to the person depositing 

| the same. 

A 36. All transfers of shares shall be signed by the transferor or his duly 
| approved attorney or his duly authorized representatives or by the executors, 


. administrators or representatives of a deceased shareholder. 


i 
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37. All transmissions of shares shall be carried into effect and be dealt with, 
in accordance with the Statutes. 3 

38. The guardians of an infant shareholder and the administrator or ad- 
ministrators of a lunatic shareholder may, upon producing to the Board evidence 
of their position as may be required by the Board, be placed upon the 
register in respect of the shares held by such infant or lunatic shareholder, as 
the case may be. : 


REGISTER OF TRANSFERS ,. 
KEEPING AND CLOSING THEREOF q 


39. (a) A register of transfers shall be kept in Canada in such form as— 
the Board may approve, in which shall be recorded particulars of 
every transfer of shares in the capital stock of the Company 
entered on such register. 

(b) One or more branch registers of transfers may be kept at such 
place or places within Canada or elsewhere as may from time to time 
be appointed by resolution of the Board. a 
(c) A book shall be kept at the place within Canada where the register 
of transfers is kept, in which shall be recorded a copy of particulars 
of every transfer entered on every branch register of transfers. 4 
(d) The Board may appoint one or more persons, companies or banks 
as the transfer agent or agents and/or registrar or registrars for. 
shares in the capital stock of the Company. 4 
(e) Entry of the transfer of any share in the register or a branch register, 7 
whether kept at the head office of the Company or elsewhere, 
shall for all purposes constitute a complete and valid transfer. 7 
(f) In each branch register shall be recorded particulars of every transfer 
of shares in the capital of the Company entered in such branch 
register. : 
(g) The Board may close the register and the branch register or registers | 
(if any) at any time or times preceding the date of any meeting 
of the shareholders or the date of payment of any dividend or the 
date for the allotment of rights or the date when any change or con- | 
version or exchange of shares shall go into effect, on giving notice 
by advertisement in some newspaper published in the place within 
Canada where the register is kept and in some newspaper or news-— 
papers published in the place or respective places where the branc 1 
register or branch registers are kept provided that such register or 
registers may not be so closed in the whole more than thirty (30) 
days in any one year. ; 
(h) The Board may fix in advance a date, not egeceding thirty (30) 
days preceding the date of any meeting of shareholders or the date 
for the payment of any dividend, or the date for the allotment of 
rights or the date when any change or conversion or exchange of 
shares shall go into effect, as the record date for the determination 
of the shareholders entitled to notice of, and to vote at, any such 
meeting, or entitled to receive payment of any such dividend, or 
to any such allotment of rights, or to exercise the rights in respect 
of any such change, conversion or exchange of shares, and in such 
case only such shareholders as shall be shareholders of record on 
the date so fixed shall be entitled to such notice of, and to vote at, 
such meeting, or to receive payment of such dividend, or to receive 
such allotment of rights, or to exercise such rights, as the case may 
be, notwithstanding any transfer of any shares on the books of the e 
Company after any such record date fixed as aforesaid. 
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40. (1) The Board may, and it is hereby authorized from time to time to: 
(a) borrow money upon the credit of the Company. 

(b) limit or increase the amount to be borrowed. 


(c) issue bonds, debentures, debenture stock or other securities of the 
Company. 


(d) pledge or sell such bonds, debentures, debenture stock or other se- 


ne ae 


i 


i | 
Re curities for such sums and at such prices as may be deemed expedient. 
ad 

a (e) mortgage, hypothecate, charge or pledge all or any of the real and 


G 
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personal property, undertaking and rights of the Company, to secure 
any such bonds, debentures, debenture stock or other securities, or 
any money borrowed or any other liability of the Company. 


(2) The Board may, from time to time by resolution, delegate to the 
‘President and Secretary or to any two officers of the Company, including the 


President or Secretary, all or any of the powers conferred on the Board by sub_ 


“clause (1) to the full extent thereof or such lesser extent as the Board may in 


any such resolution provide. 
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(3) The powers hereby conferred shall be deemed to be in supplement of, 
and not in substitution for, any powers to borrow money for the purpose of 
the Company possessed by its Board or officers independently of a borrowing 
by-law. ) 


‘ SHAREHOLDERS’ MEETINGS 


ih Annual Meeting 
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41. Annual meetings shall be held once in each calendar year and not more | 
than fifteen (15) months after the holding of the last preceding annual meeting 
and either at the head office or elsewhere in Canada on such day of each 
‘calendar year as the Board may by resolution determine. 
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42. (1) The business of the annual meeting shall be: 
(a) to receive and consider: 


\ i. the reports of the Board, if any. 

a li. the auditors’ reports. 

a iii. the Company’s balance sheet and financial statement and 

t iv. any other information respecting the Company’s position as 

ee required by the Statutes. 

ih v. the election of the Board. 

vi. to appoint an auditor or auditors; and 

vii. to consider and, if deemed advisable, to confirm any enactment, 
repeal, amendment or re-enactment by the Board of the Com- 
pany’s by-laws which, under the provisions of the Statutes, would - 
cease to be effective in default of confirmation by the meeting. 


dh 
KY 


(2) The members of the Board elected, and auditors appointed, as pro- 
vided in sub-clause (1), shall be entitled to hold such office or appointment 

until the next annual meeting or until their successors are elected or appointed. — 
fh, 21192—2 
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Special Meetings 


43. (1) The Board: 
(a) may whenever it thinks fit, and 
(b) shall, upon the requisition of the holders (at the date of the deposit — 
of the requisition) of one-tenth of the issued shares of the Company . 
of the class or classes that, at the said date, carry the right of voting ~ 
at the meeting to be called, forthwith ze 


proceed to call a special meeting. 


(2) Any special meeting called in pursuance of a requisition shall: 
(a) be convened and held in accordance with the provisions of the — 
Statutes, and : j 

(b) unless the same shall have been called by the Board transact no © 
business other than that stated in the requisition as the objects of — 

the meeting. y 


Notice 


44. At least seven (7) days (exclusive of the day of sending or personal — 
service, as the case may be, but inclusive of the day for which notice is given) 
before the date of every meeting a written, printed or otherwise mechanically © 
reproduced notice stating a 

(a) the day, hour and place of the meeting, and 
(b) the general nature of the business to be transacted, i 


shall be given to each shareholder entitled to such notice and to vote at such 4 
meeting, by the said notice being either . 
(i) delivered personally or 4 i 

(ii) sent by mail or other means of written communication in a ~ 

wrapper or envelope, charges prepaid, directed to such address — 

as appears on the books of the Company or is given by the — 

shareholder to the Company for the purpose of notice or, if 7 

no address be given, then to the last address of such share- — 

holder known to the Secretary or, if no address be known, 

notice shall be deemed to have been given the shareholder if — 

sent by mail or other means of written communication adressed — 

to the place where the head office of the Company is situated; — 


provided always that a meeting of shareholders may be held for any purpos¢é 
at any time (except as mentioned in clause 41 of this by-law) without none 


(1) if all the shareholders entitled to notice of such meeting are present — 
in person, or represented thereat by proxy, or if a quorum be 
present in person or represented as aforesaid, and a 


(2) if either before or after the meeting, each of the shareholders — 
entitled to vote, not present in person or by proxy, signs a written — 
waiver of notice, or a consent to the holding of such meeting, or 
an approval of the minutes thereof. 


ip) 
ae 


45. Notice of any meeting or an irregularity in any meeting or in the | 
notice thereof may be waived by any shareholder or the duly authorized — 
proxy or representative of any shareholder. is 

46. No public advertisement or notice of shareholders’ meetings, annual 
or special, shall be required. oa 
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Y ae of any ‘notice aes any UE encers or shareholder, shall not hivendae 
any resolution passed or any proceedings taken at any meeting. 


Quorum 


48. Two persons personally present and entitled to vote thereat shall be 
a quorum of any general meeting for the choice of a chairman and the ad- — 
_journment of the meeting. 


49. For all other purposes a quorum of any general meeting (unless a 

_ greater number of shareholders and/or a greater number of shares are required 

by the statutes or by the Special Act or any other by-law of the Company to 

be present and/or represented) shall be persons personally present and en- 

_ titled to vote thereat not being less than two in number and holding or rep- 
_ resenting by proxy not less than twenty-five (25%) per centum of the issued 

shares of the Company for the time being enjoying voting rights at such 
_ Meeting. 


50. No business shall be transacted at any general meeting unless the 
quorum requisite be present at the commencement of the business. 

dl. If fifteen (15) minutes after the time aavorted for the holding of 
a general meeting a quorum be not present the meeting, 


(a) if convened upon a requisition of shareholders, shall be peek. 
and 


(6) in any other case, shall stand adjourned to the same ed in the 
next week at the same time and place; ' 


‘and, if at such adjourned meeting a quorum be not present, those shareholders 
aN ho are present and entitled to vote thereat shall be deemed to be a quorum 
and may transact all business which a full quorum might have done. No 
_ hotice of any such adjournment need be given to the shareholders. 


Chairman 


52. The Peed cnt shall preside as chairman at every general meeting and 
1 his absence a Vice-President and if neither of these be present, or if they 
be not present within fifteen (15) minutes after the time appointed for the 
ays holding of the meeting, the shareholders present or represented and entitled to 
eV ‘ote thereat shall choose 


(a) one of the Board, or 


(6) if no member of the Board shall be present and willing to fake 
the chair, one of their number 


to be chairman. 

ey Adjournment 

‘453. The chairman may with the consent of any general meeting adjourn 
Ei € same from time to time and place to place. 


ve 94. No notice of any such adjournment need be given to the shareholders. 
“4 55. Any business may be brought before or dealt with at any adjourned 
‘Meeting which might have been brought before or dealt with at the original 
me ting in accordance with the notice calling the same. 


% 
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56. Votes at general meetings may ‘be given personally or by proxy. wt 


57. Every question submitted to any general meeting shall be decided. b: 
a majority of votes taken on a show of hands except “a 
(a) as may in special instances be required by the statutes or the by 

laws, or | 

(b) when, before or upon the declaration of the result of the show of © 

hands, a poll is demanded by at least two shareholders presen 

either personally or by proxy and entitled to vote. é wy 


58. In the case of an equality of votes at any general meeting, whether upon 
a show of hands or at a poll, the chairman shall be entitled to a second or © 


casting vote. 


59. A declaration by the chairman that a resolution has, either on a sho 
of hands or on a poll, been carried or carried by a particular majority or los 
or not carried by a particular majority shall be conclusive and an entry t 
that effect in the books of proceedings of the Company shall be conclusive — 
evidence thereof, and proof of the number or proportion of the votes recorded 
in favour of or against such resolution shall not be necessary. a 
ae 60. In case of any dispute as to the admission or rejection of any vote, 
ah either on a show of hands or on a poll, the chairman shall determine the same 
snd such determination made in good faith shall be final and conclusive. 


«61. - If a poll be demanded 
‘ (a) in respect to the appointment of a chairman or on the question of 
adjournment, it shall be taken forthwith without adjournment, i: Ms 
ih (b) on any other question, it shall be taken in such manner and either at. 
SERCO ie once or after adjournment at such time and place as the chairman m 
direct, ; 
aes (c) any business other than that upon which a poll has been demande 
By ec may be proceeded with pending the taking of the poll, 


(d) such demand may be withdrawn, 


(e) the result of the poll shall be deemed to be the resolution ofa 
meeting at which the demand was made. 


ws 62. Subject to any restrictions imposed on any particular shares, whetl 
-_ ereated by the Special Act or by-laws, at every general meeting: 


(a) upon a show of hands every shareholder present in person and en. 
titled to vote shall, save as to the casting vote of the chairman, have 
“uy 


one vote only. ens! 


oe 4 - (b) upon a poll every shareholder present in person or by proxy a 
entitled to vote shall, save as to the casting vote of the chairman, 
have one vote for every share held by him. a 

(c) where a corporation being a shareholder is present by proxy or 
a person duly appointed who is not a shareholder, such proxy 
person shall in addition to voting on a show of hands be entitled 
to vote for such corporation on a poll. ole 

(d) shares registered in the name of two or more persons may 
represented and voted as provided in clause 16 of this by-law. 
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Riay if ane arate idler entitled to vote be a mental incompetent he may 
vote by his legal representative who may give such vote either per- 
sonally or by proxy. 


g 63. No shareholder shall be entitled to be present or to vote on any question 
Rither personally or by proxy, or as proxy for another shareholder, at any 
_general meeting, or upon a poll, or to be reckoned as a quorum whilst any call 
shall be due and payable to the Company in respect of any shares held by 
Such shareholder in the Company. 


64. The instrument appointing a proxy shall be 
(a) in writing. 
(6) under the hand of the appointor or his attorney duly authorized 
in writing. 
(c) where the appointor is a corporation, either under its corporate 
seal or under the hand of an officer or attorney duly authorized. 


65. Save as provided in the statutes, no person shall be appointed a proxy 
who is not a shareholder and entitled to vote, provided always that a corporation 
Epeing a shareholder entitled to vote may appoint any person to be its proxy and 
‘the person so appointed may attend and vote at any general meeting at which 
. the appointor is entitled to vote. 

' a ~ 
} 66. The instrument appointing a proxy, and the power of attorney (if any) 

under which it is signed, shall (subject to the provisions of clause 67 hereof) 
be deposited at the head office or at any other place appointed by the Board 
F for that purpose, not less than twenty-four (24) hours before the time fixed 
es for holding the meeting at which the person named in such instrument is 
_ authorized to vote. 


67. The Board may from time to time make regulations: 


(a) regarding the lodging of instruments appointing a proxy at some 
place or places other than the place at which a general meeting : 
or adjourned meeting is to be held and for particulars of such instru- 
ments to be sent by any form of transmitted or recorded message 
to the Company or any agent of the Company for the purpose of 
receiving such particulars before the meeting or adjourned meeting, 
and 


(b) that any instrument appointing a proxy so lodged may be voted 
upon as though the instruments themselves had been filed with 
the Secretary 


a id votes given in accordance with such regulations pees be valid and shall be 
‘counted. 

| sf 68. Pending the making of such regulations, the chairman of the seheta 
| Meeting shall accept a telegraphic or other form of transmitted or recorded 
“Communication as to the authority of anyone claiming to vote on behalf of 


4 F tion within 30 days, Pe eraitisienciin that no instrument of proxy confer- 
: rit g such authority has been lodged with the company, and any votes given 
“in accordance with such telegraphic or other form of transmitted or recorded 


communication shall be valid and shall be counted. 
a “211923 
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9, An instrument appointing a p all be i fol ing for 


ae any other form of which the Board s 
se (ae ‘ ee o ‘ of | 
a shareholder of 


appoint of 


failing him of 


as my proxy to vote or otherwise act for me and on my behalf at th 
meeting of the shareholders of th 


Company to be held on the day of 
and at any adjournment thereof. 


DATED this day of 19 


70. A vote given in accordance with the terms of or pursuant to an 
strument of proxy shall be valid notwithstanding the previous death of t 

_ principal or revocation of the proxy or transfer of the shares in respect | 
which the vote is given, provided no intimation in writing of the death, r 
- yocation or transfer shall have been received at the head office one hour 
- Jeast before the time fixed for holding the meeting. “ 


Scrutineers “f 


a resolution of the meeting, or by the Chairman with the consent of the mee 
ing, to serve at that meeting. Such scrutineers need not be shareholders 


ie the Company. 
DIRECTORS 


Number and Quorum i 


a eke The affairs of the Company shall be managed by a Board of Five 
Be directors of whom Two (2) shall constitute a quorum. cd i 


Qualification 


_---'73, The qualification of a director shall be the holding at the time of 
election or appointment and throughout his term of office of at least one f 
_ paid up and non-assessable common share in the capital stock of the Compal 
provided, however, that any person who is an officer or director of any 0 
- eompany which is a common shareholder of the Company may hold offic 
Le director of the Company without further qualification. Wisk: 


Hae ae. Term and Vacation of Office 


4. The directors shall hold office from the date of the meeting, sa’ 
hereinafter provided, at which they are elected or appointed until the a 
meeting next following or until their successors are elected or appointed. — 


i 


“The shareholders. soheceut in person or 1 ite a proxy ae a special 
oral ‘meeting called for the purpose may at any time and from’ time’ to 
e by affirmative vote remove any Director or Directors before the expira- 
n of his or their period of office and elect or appoint another qualified | person. 


‘persons in his or their stead to fill the vacancy or vacancies caused by such 
emoval. 


76. Election of directors shall not be by ballot unless demanded, 


a 77. The whole Board shall be elected at each annual meeting and retiring 
qs rectors shall be eligible for re-election if otherwise qualified. 


_ 78. A retiring director shall retain office until the dissolution or adjourn- 
ment of the meeting at which his successor is elected. ; 


79, ‘The office of a director shall ipso facto be vacated if he—_ 


(a) becomes bankrupt or suspends payment or compounds with his : 
creditors or makes an authorized assignment or is declared oe 
vent; | 


(6) is found to be mentally incompetent or becomes of unsound mind: 
(c) ceases to be qualified as provided in clause 73 hereof; or ise 
(d) by notice in writing to the Company resigns his office of director. 


80. So long as a quorum of directors remains in office, any vacancies from : 
me to time occurring in the Board may be filled by the Board. 


81. A person appointed by such directors as remain in office to fill a 
acancy in the Board shall hold office for the balance of the unexpired term 
f the vacating director. 


Meetings of Directors 


82. Meetings of the Board may be held: 


(a) either at the head office or elsewhere as the Board may from time 
to time determine, 


(b) at any time without formal notice being given if: 

(1) all the directors are present, or ; 

(ii) a quorum is present and those directors who are absent have 
signified their consent in writing, or by telegraph or by any 
other form of transmitted or recorded message, to the holding 
of a meeting in their absence, and any resolution passed, or 
proceeding had, or action taken at such meeting shall be as 
valid and effectual as if it had been passed at or taken at a 
meeting duly called and constituted. : 


y 03. A meeting of the Board: 


(a) may be convened by the President or a Wites President or any two 
directors at any time, and 


(b) shall be convened by the Secretary by direction of the President 
or a Vice-President or any two directors, 


d notice of such meeting shall be delivered or mailed or telegraphed or sent 
any other form of transmitted or recorded message to each director not less 
n two days (exclusive of the day on which the notice is delivered or mailed 
s telegraphed or sent, but inclusive of the day for which notice is given) before 
e meeting is to take place. 
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84. Notice of any meeting or any irregularity in any meeting or notice 
thereof may be waived by any directors. og | ee, 


85. For the first meeting of the Board held immediately after the election | 
of directors at a general meeting no formal notice of such meeting of the Board — 
shall be necessary provided that a quorum of directors be present. a 


86. In the case of a director elected or appointed to fill a vacancy on the — 
Board, no notice of such meeting shall be necessary to the newly elected or — 
appointed director or directors in order legally to constitute the meeting, pro- 
vided a quorum of directors be present. a 

87. Any director who may be either temporarily or permanently resident 3 
out of, or absent from, the Province of Alberta may file with the Secretary a 
written waiver of notice of any meeting of the Board being sent to him and may — 
at any time withdraw such waiver and, until such waiver shall be withdrawn, © 
no notice of meetings of the Board shall be sent to such director and any and all © 
meetings of the Board, notice of which shall not have been given to such 
director, shall (providing a quorum of the Board be present) be valid and 


binding upon the Company. 


88. The Board may by resolution appoint a day or days in any month or 
months for regular meetings at a place and hour therein named. A copy of such — 
resolution shall be sent to each director forthwith after being passed, but no ~ 
other notice shall be required for any such regular meeting. . 

89. Questions arising at any meeting of the Board shall be decided by a 
majority of votes. In the case of an equality of votes, the chairman of the — 
meeting, in addition to his ordinary vote, shall have a second or casting vote. 


e 


90. A resolution signed by all the directors shall be as valid and effectual - 
as if it had been passed at a duly called and constituted meeting of the Board 
and shall be read as a minute at the next meeting of the Board subsequent 
to the date when the resolution was signed and shall be entered in the minute 
book of the Company accordingly. sg 

a 
Powers of Directors e: 


91. In addition to the powers and authorities conferred on it by the Sta- 


tutes: 
(a) the business and affairs of the Company shall be managed by the 
Board which may conduct the same as may be necessary and as it 
- deems advisable, and 4 
(b) the Board may exercise all such powers of the Company and do 
on behalf of the Company all such acts and things as may be 
exercised and done by the Company and as are not by the Stautes 
or the by-laws required to be exercised or done by the Company in 
general meeting; a 


subject, nevertheless, to any regulations contained in the by-laws or to the 
provisions of the Statutes and to such regulations being not inconsistent with 
the by-laws or with such provisions as may be prescribed by the Company - n 
general meeting and provided that no such regulations shall invalidate any 
prior act of the Board which would have been valid if such regulations had not 


been made. 
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92. No dientan shall be disqualified by reason of his office of director from 


_ contracting with the oak wai either as vendor, saueenaees or obetwive nor 
- shall— . 


Be (a) any such contract, nor any contract or arrangement entered into by 
Ss or on behalf of the Company in which any directors shall be in any 
way interested, be avoided; 


(6) any director so contracting or being interested be liable to account 
to the Company for any profit realized from any such contract or 
arrangement by reason of such director holding that Sd or the 
fiduciary relation thereby established; 


oe 


| : ‘but the nature of the director’s interest must be disclosed by him at the meet- 
_ ing of the Board at which the contract or arrangement is determined on if his 
_ interest then exists or, in any other case, at the first meeting of the Board after 
_ the acquisition of his interest. 

x 


3 93. A general notice that a director is a member of any specified partner- 
Bchip, company or corporation and is to be regarded as interested in any subse- 
_ quent transaction of the Company with such partnership, company or corpora- 
_ tion shall be sufficient disclosure under the next preceding clause 92, and after 
such general notice it shall not be necessary to give any special notice relating 
= to any particular transaction of the Company with such partnership, company 
3 or corporation. 


94. A director shall not vote in respect of any contract or arrangement or 

"any proposed contract or arrangement in which he is so interested and if he 
- does so vote his vote shall not be counted, provided such voting prohibition 
‘shall not apply in the case of any contract or arrangement: 


(a) by or on behalf of the Company to give to the members of the 
Board, or any of them, security for advances or by way of indem- 
nity, or 3 

(b) between the Company and any other company where the interest 
of the director in such last mentioned company consists solely in his 
being a director or officer thereof and the holder of not more than 
the number of shares therein requisite to qualify him as a director. 

4 95. A director of the company may be or become a shareholder or a director 

of any other company in which the Company may be interested as vendor, pur- 

| _ chaser, shareholder or otherwise, and no such director shall be accountable to 
the Company for any benefits received as shareholder or director of such other 
mempany. 


96. Any director may hold any other office, whether of profit or otherwise, 
under the Company in conjunction with his office as director and on such 
_ terms as to remuneration or otherwise as the Board may arrange, and any 
director may act for himself or his firm in a professional capacity for the Com- 
_Pany and he or his firm shall be entitled to remuneration for professional 
Services as if he were not a director. 


Bich Ether company and shall be in no wise accountable for sii profits, divi- 
-dends or benefits so obtained. . 


, a ~ e- eRe. & y 
= Seale Tae eae ty Sa’ ee wis 8). ats 
£ cy os bo be ie. +e 
: : ws ; narra Ea ie PRE 
Pd - 


mat Bets aC. dat Bie by Pac enya a ae pubg Fe Ws gl: ets 
SSeS ene or egee are x 
- y - = ad ss , 3 ae Ch aK : 


Se ay Sees a 
‘ : ie * : a oa ; $ sae es : ysis Loe gee 3 fais . 4 Seba 
464 yo) a SSBANDING COMMIT EEE 5.0857 Ga Rak 


larity in regard to such act or proceeding or the qualification of such director. — 
REMUNERATION OF DIRECTORS a 

99. The remuneration to be paid to the directors shall be such as the Board 
shall from time to time determine and such remuneration shall be in addition - 
to the salary paid to any officer of the Company who is also a member of the 
Board. The Board may also by resolution award special remuneration to any 
director undertaking any special service on the Company’s behalf other than | 
the routine work ordinarily required of a director by the Company and confir-— 
mation of any such resolution or resolutions by the shareholders shall not be 
required. The director shall also be entitled to be paid either an allowance for, q 
or the amounts of, their travelling and other expenses properly incurred by 
them in connection with the affairs of the Company. n 


PROTECTION AND INDEMNITY OF DIRECTORS 


100. The Company hereby consents that each and every director of the 
Company shall be deemed to have assumed office on the express understand- — 
ing and agreement and condition that every director of the Company and his 
executors and administrators and estate and effects, respectively, shall from time 
to time and at all times be indemnified and saved harmless out of the funds 
of the Company from and against all costs, charges and expenses whatsoever 
which such director sustains or incurs in or about any action, suit or proceeding 
which is brought, commenced or prosecuted against him or them for or in 
respect of any act, deed, matter or thing whatsoever made, done or per- 
mitted by him or them in or about the execution of the duties of his or 
their office or offices, and also from and against all other costs, charges and 
expenses which he or they may sustain or incur in or about or in relation to 
the affairs thereof except such costs, charges or expenses as are occasioned 
by his or their own wilful neglect or default. 4 


pe 
: , 


INDEMNITIES TO DIRECTORS 


101. The Board is hereby authorized from time to time to cause the Com- 
pany to give indemnities to any director or other person who has undertaken or 
is about to undertake any liability on behalf of the Company or any company 

controlled by it and to secure such director or other person against loss q ‘ 
mortgage and charge upon the whole or any part of the real and personal 
property of the Company by way of security any action from time to time 
taken by the directors under this clause shall not require approval or confirma- 
tion by the shareholders. ae 


102. No director for the time being of the Company shall be liable for the 
acts, receipts, neglects or defaults of any other director or officer or employee 
or for joining in any receipt or act for conformity or for any loss, damage or 
expense happening to the Company through the insufficiency or deficiency 
title to any property acquired by order of the Board for or on behalf of t 
Company or for the insufficiency or deficiency of any security in or 7 i 
which any of the moneys of or belonging to the Company shall be place 
or invested, or for any loss or damage arising from the bankruptcy, insolv 
or tortious act of any person, firm, or corporation with whom or which an 
‘a 
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[s ee ae, his respective office or east or in relation thereto unless the same 
4 happen by or through his own wilful act or default. 


103. The directors may rely upon the accuracy of any Ae reee: or report 
_ prepared by the Company’s auditors and shall not be responsible or held liable 
for any loss or damage resulting from the paying of dividends or otherwise 
acting upon such statement or report. 


SUBMISSION OF CONTRACTS ETC. FOR APPROVAL 


104. Any contract, act or transaction may in the discretion of the Board 
be submitted for approval or ratification to an annual meeting or to any special 
‘meeting called for the purpose of considering the same and any contract, 
F: act or transaction that shall be approved or ratified by a resolution passed by a 
Majority of the votes cast at any such meeting (unless any different or ad- 
ditional requirement is imposed by the Statutes or by the Special Act or any 
other by-law) shall be as valid and as binding upon the Company and upon all 
the shareholders as though it had been approved or ratified by every share- 
holder of the Aas 


EXECUTIVE COMMITTEE 


105. Whenever the number of directors constituting the Board shall con- 
of more than six (6), the Board may appoint not less than three (3) of 
number to constitute an executive committee, of whom a majority shall 
constitute a quorum, and who may meet at stated times or on notice to all 
or any of their own number; the members of such committee shall advise 
fh and aid the officers ae directors of the company in all matters con- 
ning its interest and in the management of its business and affairs and 
erally perform such duties and exercise such powers as may be directed 
delegated from time to time to such committee by the Board. The Board 
y, by resolution delegate to such committee authority to exercise such of its 
wers, while the Board is not in session, as the Board may designate. Unless 
until the Board otherwise determines by resolution, the President and 
two directors appointed by the Board shall constitute the executive com- 
tee of the Company and shall be and are hereby vested with authority to 
reise all the powers of the Board while the Board is not in session, except 
h powers as by law are required to be exercised by the Board. 


106. The executive committee may act by the written consent of a quorum 
reof, although not formally convened, and shall keep minutes of its pro- 
dings and report the same to the Board at the next meeting of the Board. 


OFFICERS 


General | 
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108. None of the officers except the President or one Vice-President 
Managing Director need be a member of the Board. auttee ets 


109. Any two or more of the aforesaid offices may be held by the sa ne 
person except those of President and Vice-President. a 


110. In case and whenever the same person holds the office of Secretar 2 
and Treasurer he may, but need not, be known as the Secretary-Treasurer. a 


ELECTED OFFICERS 


B: 


111. The Board, at its first meeting after its election, shall elect from its © 
own number a President and, if it shall see fit, a Vice-President. In default 
of such election the then incumbents, if members of the Board, shall hold 
office until their successors are elected. Vacancies occurring from time to time 
in such offices may be filled by the Board from among its members. o 


ay f 
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Appointed Officers 


112. The Board from time to time shall also appoint a Secretary and may 
appoint one or more additional Vice-Presidents, a General Manager or Manag- 
ing Director, a Treasurer and such other officers as the Board may determine — 
including one or more assistants to any of the officers so appointed. The officers 
so appointed may, but need not, be members of the Board. a 


Remuneration and Removal of Officers a 


113. The Board may fix the remuneration to be paid to officers, servants and 
employees of the Company and shall fix the remuneration of all officers elected | 


or appointed by the Board. , . 


73 


114. Any officer, agent, servant or employee of the Company may receive 
such remuneration as may be determined notwithstanding the fact that he i 
a director or shareholder of the Company. 


115. All officers, in the absence of a written agreement to the contrary, 
shall be subject to removal by resolution of the Board at any time, with or 
without cause. 4 


*) 
ni . 


Delegation by Officers 


116. In case of the absence or inability to act of the President, a Vice- 
President or any other officer of the Company, or for any other reason that 
the Board may deem sufficient, the Board may delegate all or any of the powers 
of such officer to any other officer or to any director for the time being. & 


a 
roa 


President 


117. The President shall: 

(a) be the chief executive officer of the Company, 

(b) if present, preside at all general meetings, 

(c) in the absence of, or in case of there being no Chairman of the Board, 
if present, preside at meetings of the Board, ay: 

(d) sign all instruments which require his signature, ee 

(e) have general superintendence and direction of all other offi rs 
of the Company, ae 


rae 


1a 


oe, 
¥ 
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UG). submit to the annual meeting the anne report of the Board, if 
any, and the annual balance sheets and financial statements of the 
business and affairs, and reports on the financial position, of the 
Company. 


(g) from time to time report to the Board all matters within his knowl- 
edge which the interests of the Company require to be brought to 
the Board’s notice, 


i (h) be ex-officio a member of all standing committees, 

sg (1) have such other powers and duties as may from time to time be 
p. assigned to him by the Board, 

Ba (4) perform all duties incident to his office. 


Vice-President 


118. The Vice-President, or, if more than one, the Vice-Presidents in 
ge order of seniority shall: | ce 


i. (a) be vested with all powers and shall perform all the duties of 


President, and 


og to time be assigned to him, or them, by the Board. 


ra < : Secretary 
pea 119. The Secretary shall: 
(a) issue or cause to be issued notices for all meetings of the Board, the 


shareholders and executive committee (if any) when directed so 
to do, 


(b) have charge of the minute books of the Company, — 


(c) sign with the President or other signing officer or officers of the 
Company such instruments as require his signature, and 


for or the Board may from time to time properly require of him. 


Treasurer 
120. The Treasurer shall: 


(a) have the care and custody of all the funds and securities of the 
Company, 

(b) deposit the same in the name of the Company in such bank or 
banks or with such depositary or depositaries as the Board may 
direct, 


(c) at all reasonable times exhibit his books and accounts to any 
director of the Company upon application at the office of the Com- 
pany during business hours, 

(d) sign or countersign such instruments as require his signature, and 

(e) perform all duties incident to his office or that are properly required 
of him by the Board. 

iy - 121. The Treasurer may be required to give such bond for the faithful 

4 Performance of his duties as the Board in its uncontrolled discretion may 

_ require and no director shall be liable for failure to require any bond or for 


‘Company to receive any indemnity thereby provided. 


ae 
a 
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the President in the absence or disability or refusal to act of the ~ 


(6) also have such other powers and duties, if any, as may from time — 


(d) perform such other duties as the terms of his appointment call 


the insufficiency of any bond or for any loss by reason of the reo of the © 


% Ae 


484 42=—Sséi‘é«O”* SANDING COMMITTEE 


- Assistant Secretary and Assistant Treasurer _ be sabia inn 

122. The Assistant Secretary (if any) and the Assistant Treasurer (if any 

or, if more than one, the Assistant Secretaries and the Assistant Treasurers 
shall respectively perform all the duties of the Secretary and Treasurer, — 
- respectively, in the absence of the Secretary or Treasurer as the case may be. . . 
123. Any Assistant Secretary and any Assistant Treasurer shall also have 

such powers and duties as may from time to time be assigned to them by the — 

- Board. ae ae 
General Manager or Managing Director 


124. The General Manager, if one be appointed, shall: 


(a) have full authority, subject to the authority of the Board and 
the supervision of the President: Ae q 

(i) to manage and direct the business and affairs of the Company 4 ! 
(except such matters as by law must be transacted or per- — 

formed by the Board or by the shareholders in general meet- ~ 


pAb " 
a 


(ii) to employ and discharge agents and employees of the Com- a 
pany, : a 
- provided that the Board may delegate to him any less power, 


ie (b) conform to all lawful orders given to him by the Board; and 4 
. uy 


(c) at all reasonable times give to the directors or any of them, all 
information they may require regarding the affairs of the Company. © 


ike 125. If and so long as the General Manager is a director, he may if the | 
Board so decides, but need not, be known as Managing Director. a 
a 

Chairman of the Board i, 


<. 


i, 
--- 426. The Board may elect one of its number to be Chairman of the Board — 
who may preside at any or all meetings of the Board and who may also hold | 
the office of President or Vice-President. aa 


an 

127. If the office of President, Vice-President, or other office shall be or — 
become vacant, the Board, by resolution duly passed at any meeting duly called 
and held, may elect or appoint an officer or any person qualified to fill such 


vacancy or vacancies. 


Vacancies 


ica 
ane 


< 
vi 


ATTORNEYS OR AGENTS By 

ee.’ 

128. The Board may at any time and from time to time appoint any perso ne 

or persons to be the attorney or agent or attorneys or agents of the Company ‘ 

for such purposes and with such powers, authorities and discretions (Not 

exceeding those vested in or exercisable by the Board under the by-laws) and 

for such period and subject to such conditions as the Board may from time to 

time think fit. i 

ER Lae 

ae 129. Any attorney or agent may be authorized by the Board to delega : 
i: all or any of the powers, authorities and discretions for the time being ves 

in him subject to the Board’s confirmation. . i ie 


RAILWAYS, a. 


aera ee a TRUSTEES | 


i 130. The Bead may appoint a trust company or any two or more responsible 
sT'sons to be a trustee or trustees for the Company for any purpose for which 
it is deemed advisable to have the intervention of a trustee or trustees and, in 
particular, the whole or any part of the property of the Company may be 


to secure to the creditors or obligees of the Company the payment of any 


for the payment or performance of any obligations which the Company ought 
io pay or perform, subject as in any deed of trust or trust instrument provided. 
‘The Board may at any time fill any vacancy in the oe. of trustee. 


BOOKS OF THE COMPANY 


131. The Secretary or the Assistant Secretary or Assistant Secretaries 
4 ‘shall keep or cause to be kept a book or books wherein shall be recorded: 


(a) the names, alphabetically arranged, of all persons who are or have 
been shareholders: 


holder; 
(c) the number of shares of each class held by each shareholder: 


-(d) the amounts paid in, and remaining unpaid, respectively, on the 
shares of each shareholder; 


(e) all transfers of shares in their order as presented to the Company 


date of the entry thereof; and 


(f) the names, addresses and callings of all persons who are or have 
been directors of the Company, with the several dates at which each 
became or ceased to be such director; 


provided always that the matters referred to in sub-clause (a), (b), (c) and (d) 
hereof may, if permitted by the Statutes, be kept in books maintained by any 
transfer agent or agents appointed by the Board. 


INSPECTION OF BOOKS AND ACCOUNTS 


inspection by any member of the Board at all times. Except as otherwise 


“ ny except at such times and places as the Board may be resolution determine. 


133. No shareholder shall be entitled to discovery of any information 
a specting any details or conduct of the Company’s business which in the opinion 
of the Board it will be inexpedient in the interests of the shareholders of the 
¢ Company to communicate to the public. 


ACCOUNTS AND AUDIT 


each annual general meeting, submit to the shareholders an audited balance 
t made up to a date not more than four (4) months before such annual 


unts and information as are required by the Statutes. 


vested in such trustee or trustees either for the benefit of the shareholders, or — 


et 1oney, or for securing any debentures or debenture stock of the Company, or 


(0) the address and calling of every such person, while such is a share-_ 


for entry, with the date and other particulars of transfer, and the . 


132. The books, accounts and records of the Company shall be open to 


ovided by the Statutes, shareholders may not inspect the books of the Com- 


134. The Board shall cause to be kept proper books of account and shall, at 


ting, together with the report of the auditor or auditors and such other 
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FISCAL YEAR 


135. Unless otherwise ordered by the Board the fiscal year of the Company | 


& 
0 


DIVIDENDS 


me), 


136. Subject to the rights of the holders of any shares entitled to any 
priority, preference or privilege, the Board may, from time to time by resolu- — 
tion, declare dividends and pay the same out of the funds of the Company avail- — 


able for that purpose. 


137. The resolution of the Board declaring a dividend may direct payment — 
of such dividend wholly or in part by the distribution of specific assets and — 
in particular of paid up shares, debentures or debenture stock of the Company, 
or of any other company, or in any one or more of such ways, and where 
any difficulty arises in regard to the distribution it may settle the same as it © 
deems expedient, and may fix the value for distribution of such specific assets, — 


a 
. 


shall terminate on the 31st of December in each year. 


is 


(1 
if 


or any part thereof, and may determine that such payments shall be made ~ 
to any Shareholders of the value so fixed in order to adjust the rights of all 


\ 
5! 


parties, and may vest any such specific assets in trustees upon such trust for 


the persons entitled to the dividends as may seem expedient to the Board. 


ry ; 
Bi 
\ 


138. Interest may be paid out of capital where by virtue of the Statutes 


it is lawful to do so, but, except as permitted by the Statutes, no dividend 


i 


shall be declared when the Company is insolvent or that will render the 
Company insolvent or that will impair the capital of the Company. a 


139. The Board shall deduct from the dividends payable to any shareholder _ 
all sums of money as may be due from him to the Company, on account of — 
calls or otherwise. 3 


aon 


140. The Company may transmit any dividend, or bonus, payable i 
respect of any share by cheque or warrant through the ordinary post to the 
registered address of the holder of such share (unless he shall have given 


written instructions to the contrary), and shall not be responsible for any loss 


arising therefrom. Every cheque or warrant so sent shall be made payable to 


the order of the person to whom it is sent. 


141. No dividend shall bear interest as against the Company. 


ie 
0) » 


142. All dividends unclaimed for one (1) year after having been declared 


may be vested in or otherwise made use of by the Board for the benefit of 
the Company. a 


RESERVES a 


143. The Board may: 


(a) from time to time set aside such sums as it deems fit as a reserve | 


fund or funds to meet contingencies for: a 
(i) equalizing dividends, - 
(ii) special dividends, . 7 
(iii) repairing, improving and maintaining any of the property © q 
the Company, a 
(iv) replacing wasting assets, or ad 
(v) forming an insurance fund, 


and for such other purposes whether or not similar to the foregoing, 
as the Board, in its absolute discretion, thinks conducive to the 
interests of the Company; 


(b) invest the several sums so set aside in such investments (other than 

shares of the Company) as it may think fit and from time to time deal 

with and vary such investments and dispose of all or any part 
thereof for the benefit of the Company; and 


4 (c) divide the reserve fund into such special funds as may think fit 
_ with full power to employ the assets constituting the reserve fund 
at: in the business of the Company without being bound to keep the 
a same separate from other assets. 


3 - 144, The Board may also carry forward to the accounts of the succeeding 
_ year or years any profit or balance of profit which it shall not think fit to divide 
2 or to place to reserve. 


_ 145. The Board may from time to time in its discretion increase, y weduine 
or abolish any reserve fund in whole or in part and may transfer the whole or 
. pany part of any reserve fund to surplus. 


‘VOTING SHARES AND SECURITIES IN OTHER COMPANIES 


2 146. All of the shares or other securities carrying voting rights of any 
a company or companies held from time to time by the Company may be 


fend by such person or persons as the Board shall from time to time determine. 


a 147. The proper signing officers of the Company may also from time to 
time execute and deliver for and on behalf of the Company instruments of 
proxy and/or arrange for the issuance of voting certificates and/or other evi- 


4a 


CHEQUES, DRAFTS AND NOTES 


148. All phe iics drafts or orders for the payment of money and all notes 
: and acceptances and bills of exchange shall be signed by such officer or of- 

‘ficers or person or persons, whether or not officers of the Company, and in 
uch manner as the Board may from time to time designate. 


BOOKS OF ACCOUNT 


149. The books of account of the Company may be kept either at the head 

office or at such other place in Canada as the Board may from time to. tame 

/¢ etermine or approve. 

A 7 EXECUTION OF INSTRUMENTS 

150. (a) The term “contracts, documents or any instruments in writing’”’ as 

|e used in this clause shall include deeds, mortgages, hypothecs, 
personal, immovable or movable, agreements, releases, receipts and 
discharges for the payment of money or other obligations, convey- 
ances, transfers and assignments of shares, stocks, bonds, deben- 
tures or other securities and all paper writings. 
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charges, conveyances, transfers and assignments of property real or © 


RSS SCE NC teat gas en eae 
_ : cl al R 
2 : Pi ay FE 
is ie ‘ Sc AUaN 
CUS cake i oN i tn 
472 ag 
, Paty ae 


(b) Contracts, documents or any instruments in writ 
signature of the Company may be signed by the 


Vice-President together with any one of the Secretary, Treast 


Assistant Secretary or Assistant Treasurer and all contracts, doct 
ments and instruments in writing so signed shall be binding u 
the Company without any further authorization or formality. 


(c) The Board shall have power from time to time by resolution 
appoint any officer or officers, person or persons on behalf of 11 
Company either to sign contracts, documents and instruments | 
writing generally or to sign specific contracts, documents or instru 
ments in writing. : 


(d) The seal of the Company may when required be affixed to contrac 
documents and instruments in writing signed as aforesaid or 
any officer or officers, person or persons, appointed by resolution - 
the Board. 4 

(e) In particular and without limiting the generality of the foregoin 
the President or a Vice-President together with the Secretary or t. 
Treasurer, or any two directors shall have authority: 

(i) to sell, assign, transfer, exchange, convert or convey any and | 
shares, stocks, bonds, debentures, rights, warrants or oth 
securities owned by or registered in the name of the Company 

(ii) to sign and execute under the seal of the Company or othe 
wise all assignments, transfers, conveyances, powers of attorney 
and other instruments that may be necessary for the purpose of 
selling, assigning, transferring, exchanging, converting or con= 
veying any such shares, stocks, bonds, debentures, rights, wa 
rants or other securities. hth 


NOTICES 
Service ; 


151. Any notice may be given by the Company to any shareholder, di 
rector, or officer of the Company either personally or by sending it throu 
the post in a prepaid envelope or wrapper or by telegram addressed to suc 
| shareholder, director or officer at his address as the same appears in the boo 


of the Company, or if no address be given therein then to the last address « 
such shareholder, director or officer known to the Secretary. wr 


Shares Registered in More Than One Name 


ke Oa BLL notices with respect to any shares registered in more than or 
name shall be given to whichever of the persons or bodies corporate is nan 
_ first in the books of the Company and notice so given shall be sufficient notl 
- to all the holders of such shares. Gis 


Persons Becoming Entrusted By Operation Of Law 


153. Every person or body corporate who by operation of law, tra 
or by any other means whatsoever shall become entitled to any share or shares 
shall be bound by every notice in respect of such share or shares which prevl- 
ously to his or its name and address being entered on the books of the Cc 
_ pany shall be duly given to the person or body corporate from whom he 
_ derives title to such share or shares. Oe | | 


ee ‘of any loner cnoldet | as ‘the same appears in the books of the Gomory 


_nall, notwithstanding that such shareholder be then deceased, and whether © 


om not the Company has notice of his decease, be deemed to have been duly 
erved in respect of the shares whether held solely or with other persons by 
uch shareholder until some other persons by such shareholder until some other © 
_ person be entered in his stead in the books of the Company as the holder or 
one of the holders thereof and such service shall for all purposes be deemed a 
ufficient service of such notice or document on his heirs, executors or Mette aae 
‘ators and on all persons, if any, interested with him in such shares. 


Signatures to Notices | 
155. The signatures to any notice to be given by the Company may be writ- a 


_ ten, stamped, typewritten or printed or partly written, stamped, typewritten oe 
r printed. ae, 


Computation of Time 


_ 156. Where a given number of days’ notice or notice extending over a 
eriod is required to be ibe the day of service or ne of the notice shall, 


Proof of Spee 


157. A certificate of the Secretary or other duly authorized officer of the | 


ompany in office at the time of the making of the certificate or of the transfer 
Officer of any transfer agent of shares of any class of the Company as to facts Nie 
4 in relation to the mailing or delivery of any notice to any shareholder, director _ 


or officer or publication of any notice shall be conclusive evidence thereof and 

all be binding on every shareholder, director or officer of the Company as the © 
case may be. 
a Goines into Force 


- 158. This by-law shall come into force on the day on which it is sanctioned : 
a general meeting of shareholders. 


Enacted this day of 1964. 


Witness the corporate seal of the Company. 


President Secretary 
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| ORDERS OF ‘REFERENCE hy ic 


- é (Ordered >—That the name of Mr. Gundlock be Cone for ae of 
cae: on the Standing Committee on Railways, Canals and pune as: BL. 3 


TUESDAY, November 10, 1964, | 


Ordered >—That the following Bills be referred to the ae ne: 
mn Railways, Canals and Telegraph Lines: ie 


Bill S-33, An Act to incorporate the Ottawa Terminal Railway. 
Bill S-7, An Act to amend the Canada Shipping Act. 


. TuESDAY, November 24, 1964. 


- Ordered ,—That the names of Messrs. Francis, Tardif, Greene, Caron a 
thier be substituted for those of Messrs. McNulty, Lloyd, Foy, ‘Berger and 
Ad dison on the Standing Committee on Railways, Canals and papas 8 Tings 


) | WEDNESDAY, Negeniies 25, 1964. 2 
a Ordered ,—That the names of Messrs. Peters and Barnett be substituted for me 
se of Messrs. Orlikow and Prittie on the Standing Committee on Railways, fee 
aals and Telegraph Lines. 
ete 

_ Attest. 


LEON-J. RAYMOND, 
Clerk of the Hous ene 
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“MINUTES OF PROCEEDINGS 


THURSDAY, November 26, 1964. 


(15) +r or 3 
“The Standing Committee on Railways, Canals and Telegraph Ven met vs! 
s day at 9:45 o’clock am. The Chairman, Mr. J. T. Richard, presided. 


"Members present: Messrs. Barnett, Béchard, Caron, Cowan, Crossman, i. 


ee. Fisher, Granger, Hahn, Kennedy, Leblanc, Macdonald, Millar, Pascoe, 
Peters, Rapp, Regan, Richard, Rock, Tardif, Tucker—(21). 


« 


ee 


Witnesses: From the National Capital Commission: Lt. Gen. S. F. Clark, 
airman, and Mr. D. L. Macdonald. From the Canadian National Railways: | 

. J. W. G. Macdougall, Q.C., Solicitor General. From the Canadian Pacific: 
Railways: Mr. K. D. M. Spence, Commission Council, and Mr. George Pogue. 


The Chairman introduced the witnesses and the Committee proceeded to 
consideration of Bill S-33, An Act to incorporate the Ottawa Terminal Rail- 


; At 12:30 o’clock p.m., the examination of the witnesses continuing, the 
mittee adjourned to 3:30 o’clock p.m. 


AFTERNOON SITTING 


(16) SEN Ads 
At 4:05 o’clock p.m. there being only eight members present, a message was 
eceived requesting the presence of the Members in the House. Thereupon, the 


. an declared the Committee adjourned to Tuesday, December 1, 1964, ae 
9:30 o’clock a.m. 


D. E. Levesque, 
Clerk of the Committee. 


EVIDENCE 


THURSDAY November 26, 1964 


° The CHAIRMAN: Gentlemen, we have a quorum. This morning we have for 
your examination and approval, Bill No. S-33, an act to incorporate the 
Ottawa Terminal Railway Company. As you know, gentlemen, this bill was 
passed through the Senate and referred to us on November 10, after second 
reading in the house. It was examined very closely in committee of the 
Senate. However, the House of Commons may have different points of view 
_to bring out on this bill. We have with us as witnesses Lt. Gen. S. F. Clark, 
‘chairman of the National Capital Commission; Mr. D. L. Macdonald, also of 
the National Capital Commission; Mr. J. W. G. Macdougall, Q.C., and Mr. 
Macdonald, of the Canadian National Railways. From the C.P.R. we have 
Mr. Spence, their counsel and Mr. Pogue. From the trucking association we 
‘have Mr. Gazdik and also Mr. A. W. Beament, Q.C., a representative of the 
Ottawa Transportation Commission. 

q Just for a start I would ask you to bear in mind the purpose of the bill is 
to implement, with regard to the incorporation of the terminal railway 
company, the agreement for the relocation of railways in the Ottawa area 
dated October 17, 1963 between the National Capital Commission, the Canadian 
‘Pacific Railway Company and the Canadian National Railway Company. I 
‘do hope, gentlemen, that we can keep our discussions within the limits of 
the bill. I will try and remind you, if necessary, so that we may co-operate 
and have a better discussion of the essential part of the bill, which, after all, 
is the incorporation of the company to administer the terminal and not a 
choice of site, which personally, I might say to the members of the committee 
and others, I did not approve of first of all, but that was a personal view. 


3 Mr. PETERS: Could I ask the Chairman a question. There can be no 
other terminal; is this correct? 


Mr. Cowan: There could be dissolution of parliament, Mr. Peters, yes. 


The CHAIRMAN: I will proceed to call Lt. Gen. Clark of the National 
Capital Commission. I think he should give us the general background and 
outline the purpose of the bill. 


_ Lt. Gen. S. F. CLarkK (Chairman, National Capital Commission): I am very 
happy to be here to explain the background leading up to the decision 
to relocate the railway. I should like also to give you a brief report on. the 
progress that has been made to date. I will not go deeply into the historical 
background because it dates back to the plans made by Sir Hubert, Couchon 
and others who were very involved in the development of plans for National 


with the plan for the national capital, Mr. Greber that world renowned 
planner who prepared the plan for the national capital stated: “The 
remodelling of the railway facilities have, therefore, become the framework 
of the master plan for the capital’”’. 

_ Some of the improvements that were contemplated as a result of the 
remodelling of railway lines in the centre of the city, were, first of all, the 
reduction in the number of level crossings. The plan will reduce those by 
about 70. This was deemed to be very important because of the growth of 
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Capital. I have one quotation if you will permit me to make it—dealing 
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the city and the very rapid growth of the number of motor vehicles that — 
were using the roads in the city. It would improve communication and reduce 
the danger of travel very considerably, and, indeed, it would also reduce the | 
expenditures that all levels of government would have to make to separate © 
the grades of the railway and the roads. | 
The second point that was contemplated was the simplification of railway ; 
operations. It was believed that the removal of duplicate lines and the 
concentration of railway operations under that terminal railway company ~ 
would lead to simplification and to economies. Under this plan some 30 tog 
35 miles of track are to be abandoned. Under the new plan the terminals, ~ 
workshops, classification yards, communication buildings and such things are i 
being concentrated in the southeast corner of the city. It was contemplated — 
that the abandonment that right of ways would be used to build traffic arteries — 
in the form of highways, parkways and roads. It was also contemplated that q 
the reorganization of the railway lines and facilities would improve land 
values and lead to redevelopment. ‘ 
As you know the cities of Ottawa and Hull were bisected by these railway 
lines. There were deteriorating industrial areas which were rather unsightly. © 
Also there was very little room for expansion in these areas and it wae 
believed that the removal of these industrial areas in the centre of the city 
would serve to promote a very healthy redevelopment. It was also contemplated — 
that industries could relocate in new areas where they could build modern — 
plants and where they would have room to expand. 3 


The joint parliamentary committee on the federal district commission in 


in the master plan by Mr. Greber. The report of the joint parliamentary com- 
mittee was tabled in both houses on the first of August 1956. I would like 
to have Mr. McQuarrie outline on the map what was contemplated at that 
time and what the recommendations of the joint parliamentary committee 
were. : 

The first was the removal of the railway lines of the Canadian National 
Renfrew subdivision which ran from west to east across the city of Ottawa. 
I will speak about that later. That is now the Queensway. The second was. 
the abandonment of the Canadian Pacific Railway Sussex Street Subdivision 
from Bank street in the south along past Hurdman through Eastview behind | 
city hall to C.P.R. yards on Sussex drive. I will speak about developments — 
that are taking place there in a moment. j 


The abandonment of the C.P.R. Carleton Place subdivision from Bell’s 
Corners to the Ottawa West station at Bayview road; the abandonment of the 
C.N.R. Beachburg subdivision from Wass to Hurdman; the abandonment of 
the railway lines from Hurdman’s Bridge across the Rideau river along the 
bank of the canal past the present union station and over the Alexander 
bridge almost to Brewery creek in Hull, and the construction of a new station 
at or about the intersection of Walkley and Conroy roads. H 


In 1959, the government decided that the new station should be built | 
east of the Rideau river near Alta Vista and the Queensway, three miles closer 
to the present union station and the site proposed by Mr. Greber. As a result 
of this change in site of the railway station the Beachburg subdivision line 
from Wass to Hurdman had to be retained for efficient railway operations. 

If I may say a few words, Mr. Chairman, on progress, the Renfrew sub- 
division of the C.N.R. from Nepean junction running through the city of 
Ottawa has been removed and eight miles of the Queensway which is part 
of the trans-Canada highway system has been built on this abandoned right 
of way. Construction is continuing. It is completed now to Elgin street. The 
next stretch from Elgin to Concord will be completed next year and finally 


1956 recommended some modifications to the railway location proposals made 
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it will be joined with an eastern section of the Queensway in 1966—late 1966, 
when the railway lines running to the union station have been removed. 


4 I would like to speak about the Sussex subdivision of the C.P.R. The com- 
_ mission approved the abandonment of the Sussex street subdivision from Sussex 
_ Drive to Beechwood on the 15th of June this year and has approved the 
' abandonment of the remainder of the line on one month’s notice from October ie 
1965. The northern part of Sussex street subdivision land is being used to 
_ provide interchanges and approaches to the Macdonald Cartier Bridge—which 
_ is being built across the river. Other lands acquired by the commission in this 
_ area, either from private owners or from the C.P.R. is available for the gov- 
' ernment to use as it deems appropriate for this particular area. 


: When the remainder of that subdivision is abandoned the right of way 
- will provide part of the land needed for a road connection from the Ottawa 
end of the Macdonald-Cartier bridge to the Queensway and to the station. 
_ This is contemplated in the Ottawa official plan of roads. It is planned that 
the railway lines running past the Union station to Brewery creek in Hull 
will be removed late in 1966 when it is expected that the new station will 
_be finished and in operation. When this is done the commission plans to call 
_ for the construction of a driveway from the site of the present Union station 
along the east bank of the canal connecting to an interchange at the Queens- 
_ way very close to the new station. It also calls for joining Echo drive on the 
south bank of the canal to the new parkway at Deepcut. The distance from 
_ the new station to the location of the old one is just over two miles and 
_ should be about a four to five minute drive. We expect and hope that it will 
be a very pleasant driveway. Our consultants are studying the ways and 
“A means to see if it is possible to make a connection from this driveway, the 
‘site of the present Union station along the railway lines, to the Alexander 
_ bridge. This is a rather difficult one, but we hope it can be done. 


The abandonment of the Carleton Place subdivision from Bell’s Corners to 
E Ottawa West and the railway tracks and yards in LeBreton flats will enable 
the government to assemble in the LeBreton flats area a site for government 
buildings, and possibly some for use by private capital of 142 acres, some 55 
meres acquired by the commission, 60 plus acres coming from the railways 
and some 29 acres being recovered by filling in part of Nepean bay. This pro- 
vides a 142 acre site exactly one mile from the Peace tower. Removal of these 
— lines will also give the commission land to widen the Ottawa parkway as it ap- 
_ proaches Britannia and the removal would also permit the widening of a part 
s of Scott street. 
a Last autumn the government announced its approval, in principle, for 
a _Tedevelopment of present Union station area. This has been generally known 
a the “Parkin Plan’ which calls for the construction of government buildings 
_in the triangle of land between the canal, Nicholas and Laurier, an area large 
"enough for about one and a quarter million square feet of office buildings. The 
~ proposal calls for buildings by private capital in the area north of the Mackenzie 
King bridge to Wellington and Rideau. The plan contemplates a new hotel 
a - for some 500 guests, office buildings for non-government use and an auditorium 
for conventions. 


a The last subdivision mentioned was the Prescott subdivision which runs 
across the Ottawa river and Prince of Wales bridge, the Queensway, Carling, 
_Dows lake and Carleton University. These railway lines will have to carry 
_ the interprovincial railway traffic and because of this it will have to be grade 
separated. The work is under progress. That tunnel under the canal at the 
€nd of Dows lake has been completed and the contractors are working on 
the grade separations at highway 16 and Carling avenue, now. 


482 STANDING COMMITTEE 


4 
aE ye 


€ se) xy = : . ? 
rope et ie a eR G. f ie " ‘ ‘ es : : re 

Ry horie hE Ben es itr tre aN Seer ee Sera 

pI PPE DUR cee ng ear Sake ade Ses MT ae eat 

¥ § _ Se eke ‘ Z aye) 3 2 an ~ ‘a ely ay a 

Ete ort i oS bes eon AER Ray z ie fi He) Aer 


: . to Pa ESR ay ST ee at nae 

, 1 would like to say one word about industrial lands. The government 
authorized the commission to acquire and develop industrial lands adjacent 2 
+9 Walkley road, Sheffield road, Belfast road, Coventry road and at Bells’ — 
Corners for sale to industry which had to relocate because of removal of © 
the railway lines, and any other activities of the commission. The industrial — 
areas adjacent to Belfast, Sheffield and Coventry road are ready for use. — 
Sixteen sites of some 80 acres have been sold and on 14 of these sites, ap- — 
proximately 66 acres, new industrial buildings either have been constructed or 
are under way. a 
It was the judgment of the two railways and the commission that the elimi- | 
nation of duplicate railway lines and facilities and their concentration into one © 
railway system in the national capital region could best be operated by the — 
terminal railway company. a 
Mr. Chairman, this is a very brief summary of the railway location plan 

May I say, the commission believes when this plan is completed it will have 
achieved the objectives contemplated by the various agencies which planned © 


‘4 


the project and by the report which was tabled in 1956 in both houses. a 
The CHAIRMAN: Thank you very much. Now, gentlemen, I am sure there — 
are a few members who would like to ask questions. Mr. Macdonald. a 
Mr. MacponaLp (Rosedale): Gen. Clark, can you tell me if the CPR 
line from Arnprior subdivision west of Island Park drive is to be abandoned. 
Gen. CLARK: I do not think this is the one you mean. ‘_ 
Mr. MacponaLp (Rosedale): This is the one I mean. Is its removal de-- 
pendant upon the establishment of the new station or completion of the new. 
Macdonald-Cartier bridge or dependant on both? .. 
é Gen. CLARK: I would think its removal is not dependant on the station. 
- -' The one that is dependant on the new station and which is being grade 


. G4 


separated is the Prescott Subdivision. : 
7 Mr. Macponatp (Rosedale): Assuming that this particular bill runs into 
difficulties, and I am not saying that it will, it is rather the completion of the 
Sz Macdonald-Cartier bridge which will permit the removal of that line sometime 
commencing about 1966. a 
tor Gen. CLarK: I am sorry; I just did not quite get your question. 7 


Mr. Macponatp (Rosedale): Presumably the completion of the Macdonald- — 
: Cartier bridge will permit the removal of the C.P.R. line sometime in 1966. 
Been, Gen. CLARK: I may be missing your point. I do not think the Macdonald- 
Cartier bridge influences this. If it does I do not see the connection. ee 


ey Mr. Macponap (Rosedale): I presume when the Macdonald-Cartier bridge 
goes into operation the Alexander bridge is going to be removed and the rail- 
¥ way line... aa 
ee: Gen. CLarK: Taken off. a 
Z, Mr. MacponaLtp (Rosedale): When will that be—1966? a 
oe Gen. CLARK: That is the date we are hoping for. a 
os Mr. Macponatp (Rosedale): Therefore, it will follow from that, that 
since access to the station is over that bridge the lines that I have reference to 
along the south river bank of the Ottawa river would also have to be removed 
a at the same time. a 
is Gen. CLarK: It would not have to be removed exactly on that date. You 
could still cross on the Prescott subdivision over the Prince of Wales bridge 
weet i: Lov Tull: oo 


% Mr. Macpona.p (Rosedale): So there is no definite date for the rem oval 
as aM of the line west of Island Park drive at the present time? cee 


a 
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| ‘apital Commission. 


Gen. CLARK: The right of way becomes the property of the commission plus 
60 ectes or tha; ©.P un: marshalling yards in LeBreton fiats that will also be 
_ transferred to the commission. 

; ¥ Mr. MAcDONALD (Rosedale): You made some reference to incorporation of 
» some of the right of way on Scott street. Is there any proposal to use any part 
_ of the right of way west of Churchill avenue for the extension of Scott? 


Gen. CLARK: The extent to which any part of the right of way is used would 
_have to be negotiated between the commission and the city. It would not be 
_ the commission’s responsibility because it forms no part of the driveway or 
_ parkway which the commission is building. 


Mr. MACDONALD (Rosedale): You are not aware of any plans? 


Gen. CLaRK: If you look at the city’s official plan of roads, you will see 
P that they have contemplated the use of the railway lines ehh would be 
abandoned for the widening of Scott street that runs past Tunney’s pasture. We 
have not negotiated with the city and it is a matter of city policy. 


Mr. MAcDONALD (Rosedale): I understand that the Prescott line will con- 
inue in operation and give access to industries such as Fleck. 


Gen. CLARK: I do not recognize the name of that company. 
Mr. Tarpir: I think he means Beach Foundry. 


Mr. MacbDoNnaLp (Rosedale): I think it is called Fleck. For industries along 
Wellington and Somerset streets off that particular line, do you nae any infor- 
‘mation what the plans are with respect to this? 


a Gen. CLARK: I could ask my staff that works with the city. I could ask 
i ‘Tr y director of planning if he knows of an existing plan which contemplates 
f some modification of the structure. Mr. Macdonald, can you say if the city plans 
“some modification or changes to this? 


Mr. D. L. MacponaLp (National Capital Commission): In answer to the 
¢ question, the proposed use of the C.P.R. right of way parallel to Scott street as 
s own on the official plan of roads of the city of Ottawa is a major traffic artery. 
Pas At the present time in collaboration with the department of highways of Quebec 
and Ontario the city of Ottawa is re-studying the whole road network. At the 

Bp resent time it looks as though the C.P.R. right of way will be required for an 
mportant traffic artery which will involve the widening of Scott street. In so 
far as the other question dealing with the Beach or Fleck foundry is concerned, 
“the original recommendation was that the rail siding to this plant would be 
4 “removed, but I think it is fair to say that it is still under study. 


. 4 Mr. MACDONALD (Rosedale): You refer to the widening of Scott street; is 
there any thought of extending Scott street west from Churchill with the 
‘assistance of the abandoned right of way? 
. Mr. D. L. MAcDoNALD: The proposal is that it will be used partly because 
ipehe road has to be adjusted. In part it is Scott street. In part it is the railway 
wright of way widening, but it is not a continuous road at the present time. 
| Mr. MAcDONALD (Rosedale): It will be continued past Churchill avenue? 
Mr. D. L. MACDONALD: It is under study. 
Mr. Macponatp (Rosedale): I do not know whether this is a question to 
_ the general or to Mr. Macdonald, but I understand the parkway along the south 


office buildings when the present track was removed. What I am concerned 
- with is will there be a limit on the height of the building so it will not detra t 
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bank of the Ottawa river is planned in two stages. The first part I understand 2 
is almost completed now and the second part will incorporate the right of way © 
which runs along that portion of the parkway; is that correct? ce 
Gen. CLARK: I will answer that, Mr. Chairman. The right of way for the — 
Ottawa river parkway does not involve the use of the railway right of way but 
toward the western end as it approaches Britannia some of the railway right — 
of way can be used to widen it and give park lands in that area. The final stage — 
cannot be completed until we remove the railway lines at LeBreton flats. 
Mr. MacponaLp (Rosedale): A more specific question: can you tell me q 
whether the stretch approximately one mile west of the extension of Mansfield — 
avenue will be covered in one or two stages? 
Gen. CLARK: I would have to refer that question to Mr. Macdonald. I do | 
not recall Mansfield avenue. 
Mr. D. L. MAcDONALD: It dead ends the railway right of way at the present © 
time. It is approximately a mile west of Churchill avenue. 
The CHAIRMAN: The thing I am worried about is that we must not set our- — 
selves up in this committee to make an examination of the national capital plan. — 
Mr. PETERS: Why not? q 
The CHAIRMAN: For that purpose we would have to get greater power from 
the house. This is not a committee to examine the affairs of the National Capital — 
Commission as such but only in so far as it relates to the terminal and operation — 
of the terminal. 4 
Mr. MacpoNnaLp (Rosedale): The general opened by discussing the right of 
way, the approval of the railway and the right of way. . 
The CHAIRMAN: Mr. Peters raised a point. 
Mr. Peters: The general raised this whole subject. All the member is qj 
doing is discussing what the general referred to and you have allowed it. 
The CHAIRMAN: I have not allowed it in so far as it relates to the use of 
the railway right of way. . 
Mr. Peters: I would sugegst, Mr. Chairman, that the questions are directed 
to the railway in that area and I think that is related. 3 
The CHAIRMAN: I am quite willing, Mr. Peters, provided it is limited to — 
that. : 
Mr. Macponatp (Rosedale): Rather than detain the committee perhaps I 
could have a private word with the general on this specific question later. 
My final question, and again I am not sure that this is within the purview of © 
the committee, is what arrangements will be made for taxi services at the 
new station and will all taxi operators in Ottawa be entitled to pick up fares } 
at the station? 7 
Gen. CLarK: Mr. Chairman, as far as I am aware there is no restriction. 
The actual operation of the terminal railway will be under the railways. I _ 
think this question would be better put to the railways. % 
Mr. Macponatp (Rosedale): I will pose the question to another witness. — 


The CHAIRMAN: Mr. Pascoe. 
Mr. Pascor: I was going to ask if there were maps for each member of 
the committee? 
The CHAIRMAN: I will ask General Clark if there are copies of the maps 
available. = 
Mr. Pascoe: General Clark referred to land that would be available for 


from the parliament buildings or the Peace tower? te 
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Gen. CLARK: Mr. Chairman, the architects who prepared the outline plan 
of this and various advisory committees of the commission, the design com- 
_ mittee, have been very conscious of the need to preserve the fey line, the vista, 
and not to have any heights which would in any way detract from the 
_ significance of the parliament buildings and the Peace tower. 


Mr. PascoE: There is nothing in the bill. How will they limit the height? 


4 Gen. CLARK: The limits of the heights in the area will be controlled by 
_ the government through the commission because the area will be owned by 
_ the government. When any buildings are erected by private capital, Mr. Chair- 
_ man, the land will be leased to them and their building designs would have to 
_ be approved by the commission. The government has control of any building 
on crown land that it leases. The government would retain complete control 
_ over the type of architectural design, height, et cetera, of buildings. 


q Mr. Tarpir: Mr. Chairman, is this not controlled by bylaw of the city 
of Ottawa. 


The CHAIRMAN: Mr. Peters? 


Mr. PETERS: I do not want to discuss all the other problems. I am interested 
_ in the station. It seems to me from what the gentleman has said that this is 
_ a foregone conclusion; that this is the general opinion and this would be the 
_ decision taken ‘on the part of the commission to remove the present terminal. 


é Gen. CLARK: Yes, Mr. Chairman, the commission has no power of this sort 
_ on its own. These recommendations were made to the government some years 
_ ago and the government in 1959 approved the station being located on Alta 
_ Vista drive near Hurdman. 

q Mr. Peters: In what form? 

Gen. CLARK: By order in council. 


4 Mr. Peters: I do not remember it coming before parliament in the few 
_ years that I have been here. Parliament did not approve this; is that correct? 


ie Gen Cuark: I do not believe that the site of this station came before 
_ parliament for discussion except to the extent that the railway station had 
_ been planned in an area south of this at Walkley and Conroy roads. 


Mr. PETERS: And it was changed from this Walkley site? 


Gen. CLARK: This was a recommendation that was made by the then 
federal district commission to the government which approved it by order in 
council in 1961. 


et bo 
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Mr. PETERS: Would you be aware of why it was recommended? 


at Gen. CLARK: Yes, I can give you some of the background, Mr. Chairman, 
on that. The original plan was at this site (pointing to the Walkley area). 
ay ‘The new site is up here (pointing to the site near the Alta Vista drive and 

Queensway interchange), three miles closer. The original plan was to leave 
_ the railway station, the present Union station in operation for a fairly long 
_ number of years, the number was not specific, but they would carry on and 
_ complete the major portion of the railway relocation and then finally move 
_ the station. When this was examined there was certain cost implications that 
_ became evident fairly quickly. The Queensway would have to span it and 
_ bridges would have to be built over top of the railway lines, running to Union 
| Betation. The plan, now, is to do it at grade rather than by elevated structure. 
| _Also there was a need to do a great deal of maintenance on the station and 
Ft was decided or agreed, I understand, between the railways and the com- 
Mission that it would be more sensible to bring the station in closer and to 
build it sooner so as to avoid building structures over railway lines which 
would not be needed at a later date. 


Mage 6 0 OR Sse NDING COMMITTEE: : 
Mr. PETERS: Is it true that the moving of the station was” violently 0 = 

posed by the railways and great inducements were offered to them for them — 
to agree to this plan at all? MON | 4 
Gen. CLARK: I was not in the discussion, Mr. Chairman. I think it would — 

be better if the railway answered this question themselves. Any answer I 
would give on this would be hearsay. I understood that the railways were in © 
agreement, but I believe it would be better for the railways to answer that_ 


question. 


Mr. Peters: Could I ask what studies have been made recently becaus 
there has been a great change in the thinking on the North American con-_ 
tinent about commuter services. One that we are interested in is the one be- 
tween Ottawa and Montreal which has not proven to be easy to establish by 3 
air. We have to go some distance from the airport in Ottawa to the downtown — 
section of the city and great difficulty in getting to the airport. Certainly the 2 
capital commission should give some consideration to constructing a direct road — 
to the airport. They should be interested in doing something worth while © 
instead of this sort of thing. Are they also aware of the fact that some large 
cities such as Montreal and New York have, at great expense, taken their 
terminal into the central section of the city. One we are interested in is- 
Montreal. We have a downtown terminal in Montreal. In Ottawa which is@ 
not conveniently reached by air travel at the present time our terminal is not 
adjacent to the city. 


I would like to make it very clear, Mr. Chairman, that I am not sug-— 
gesting I have objections to this bill. I am suggesting that the terminal we | 
are speaking of should handle freight, express and other things. What I have 
in mind is a downtown commuter terminal that will have one track in and- 
one track out where only passengers and baggage are brought in. It could 

Wes be by electric locomotion. I think you could go to electric because it is not very 
far. Are the commission not aware of the development that has taken place 
| in the last two or three years? What consideration has been given to this? F 


He Gen. CLARK: Well, Mr. Chairman, I am not aware of any plans that the 
ee railways have for a commuter service to Montreal. q 
: ae Mr. PETERS: They already have it. It is already there. There is a commuter 
oy “service at eight o’clock in the morning or something like that. They have a 75 — 
a mile per hour train. It is a commuter train. iy 


: Gen. CLARK: I presumed you were speaking of an expansion of this, _ 
whether they intended to expand their commuter service with more trains 
ae in the future. We are aware of the trains that are running to Montreal, yes, 
_ -Mr. Chairman. I think the commission has been aware of the various ways in 
Po weow nich people come into the city. Our latest figures are here. These figures were 
4 given to us by our consultants in July of this year, the ones that are doing 
the Ottawa, Hull transportation study. They show at the present time about 
8.7 per cent of the people arriving in Ottawa arrive by rail; 87.3 arrive by road 
be and 4 per cent by air. a 
aN ike Mr. Rapp: Could you repeat the figures? 
De f Gen. CLarK: Road, 87.3; rail, 8.7 and air 4 per cent. This was a sampling 
my | of 24 hour period. The figures that were given to us where 11,000 persons by 
road for 87.3%, 1,100 by rail for 8.7 and 500 by air for 4 per cent making a 
total of 12,600 a day. a 

As I mentioned, part of the railway relocation plan was to use railway 
rights-of-way for parks, roadways and highways to whatever scale or dimen 


sion they are built. We believe for example, the Queensway which was the old 
Re, 


“ig 


Ottawa, and that the parkway which would be built, or driveway, whatever 
the appropriate term is, from the station to the site of the new station to, say, 
the Chateau Laurier area would be a four-lane driveway and could handle a 
~ p Breat deal of traffic quickly. It would be connected to the Colonel By drive. 


Mr. PETERS: My concern is with the 10 per cent of my constituents that are 
- going to come to Ottawa by rail. I would be interested, Mr. Chairman, in knowing 
_ why such pressures were put on to move the station from the Walkley freight 

area. It seems to me the original decision was to move out of town, and frankly 
a _ they did not accomplish this, they got all their freight cars and everviine else 
q in Greenbelt even in the bepintine. Then they moved the station to Alta Vista 

_ where it is not serving any purpose such as a commuter service in the downtown 
a area because two miles is a long way to walk. Transportation has to be provided. 

Obviously some pressure has been brought to bear to move it in that close. 
: It is already in the centre of a residential area. Industrial avenue is going to 


view because Alta Vista is considered to be one of the new residential sections. 
This industrial development in it is probably going to make it a slum area 
before many years. What pressures were brought to bear to move that four 
miles closer to the centre of the city? I have no disagreement with the idea of 
Moving everything except the passengers out of the city. We really have not 
done that. They are being scattered around in many areas that are rapidly 
growing. We have brought the station part back into the complex. I wonder 
what arguments can be usefully brought for this. 


The CHAIRMAN: I was thinking that perhaps these questions could be 
Biirected later to the representatives of the Canadian National Railways because 
General Clark said he does not know. 


: Mr. PETERS: I do not know whether he does. He told: us he is aware of 
what development is taking place in Ottawa in relation to the other abandon- 
ments of the lines. General Clark has testified what happened to the roads in 

redevelopment areas of Ottawa. This is a major change in thinking. What pres- 
sures were brought to bear to move that back into the residential area? 


The CHAIRMAN: Will you, General Clark, answer once again as to whether 
you know or do not know? 


happy to do research on it. This recommendation to move the station from 
AY alkley and Conroy roads was planned primarily by the commission, discussed 
rf with the railways and so far as I know there was no pressure, certainly, put on 
vit the commission. I have not been told of any pressure. One of the reasons I men- 
tioned for putting it there rather than leaving it out was that it would involve 
ore costly construction of the Queensway. Also when the Queensway is 
through, if and when these tracks are removed, from the time point of view peo- 
ple in the east and west parts of Ottawa can get very quickly to the station along 
he Queensway, much faster than they could to the present site of the station 
because movement through the centre of Ottawa cannot be accomplished very 
quickly. I would think if you were to measure time from the western part of 
z Ottawa or the eastern part of Ottawa to the site of the new station you will get 
there much more rapidly than getting to the present station. 


| Mr. PETERS: Mr. Chairman, will the witness not agree that this is true: 
We are dealing with less than 10 per cent of the travelling public. Will you not 
eeree the public is divided into two classes, those that are visiting for personal 
Teasons and those who are coming to Ottawa in a business sense. Our interest is, 
01 at least my interest is, mainly those who are coming to Ottawa in a business 


ue 
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aes right-of-way i is ; serving a large number of people coming to and leaving | 


“prove to be very bad public planning, I would think, from Ottawa’s point of — 


Gen. CLARK: I do not know of any pressures so far as I am aware. I am 
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sense rather than those who are coming to visit relatives in Alta Vista or 
Britannia or anywhere else. Is it not our responsibility to differentiate between © 


these two groups? 


Br 


—Recess. 


The CHAIRMAN: We will resume. Mr. Peters? . 


= 


g 


Mr. Peters: Mr. Chairman, could I ask the witness if a feasibility study has 
been undertaken to determine the cost of covering the area from what they — 
call Deep Cut to the present Union station? Has a feasibility study been © 
undertaken? a 

Mr. Cowan: That is the last thing to be considered. g 


Gen. CLarK: Mr. Chairman. May I just check and make sure that we are s 
talking about lands owned by the railways from Deep Cut to the Union © 


station. s 

Mr. Peters: The Canadian National has a line that comes in and winds at x 
Deep Cut and it goes straight from there to Union station. This is a distance of 
about three quarters of a mile, I suppose. 

Gen. CLARK: Yes. If the Chairman would agree I can have this figure looked © 
up. I do not have it accurately in my head. I can give the committee the cost © 
of the railway lands from the station to Deep Cut, in fact, right to where ita 
crosses the railway Rideau river. We have got a right of way from Union station Fi 
right through to the site of the new station. I can give the committee these © 
figures if I can have one of my staff look them up. a 


Mr. Peters: Has the commission given consideration to using this as an 
alternative to using the station on Industrial avenue? 


Gen. CrarK: Mr. Chairman, when the recommendation that was made by 
the commission was approved by the government this land would come into 
the hands of the commission, and the land would be used for two purposes, one 
a parkway connecting to the Queensway at the site of the new station—and — 
two the larger amount of land, on which the railway tracks, box cars and — 
heating plant around the union station are situated—this is the area covered 
by the redevelopment plan. It widens considerably at the south part between — 
Laurier bridge and the Mackenzie King bridge. That is where the three gov- 
ernment buildings are contemplated, with a million and a quarter square 
feet. It will have much more dense use than the present use of the area be- 
cause it is mostly railway sidings and small buildings. % 


Mr. PeTers: You do not really intend to run a road through there? 


Gen. CLarK: Yes, Mr. Chairman, along the railway right of way clos 
to the canal the plan is for a four lane driveway. FE 


Mr. Peters: Perhaps we are not talking of the same place. There does not — 
seem to be much room between Echo drive and the canal, the embankment. © 
There is not too much room, certainly not enough for a large building. It isu 
very close to the canal. = 

Gen. CLARK: Mr. Chairman, may I just point out that the railway owns 
certain additional lands. I agree some of them were not too wide, but the — 
commission already held the land between Nicholas street, Laurier avenue and 
the railway property. Those are owned by the commission and have been 
owned by the commission for some years. I admit if we did not own any 
land and we were only using the lands that came from the railways we would 
have been able to do little toward putting the driveway there. We already 
owned that very large triangle of land which is Nicholas, Laurier and Mac- 
kenzie King bridge. We own that land now and have owned it for some years. 
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Mr. PETERS: Has the commission given any consideration as to the disposi- 
- tion of the station that is there now? 


i Gen. CLARK: Yes, Mr. Chairman. The plan of the commission is to tear 
' down the union station, the heating plant, the old freight sheds and clean that 
_ area out. This is the area that is planned for redevelopment and is covered 
- in the “Parkin plan”. : 


Mr. Peters: This is the government building? 


\q Gen. CLARK: At the bottom of the area, the south end, Mr. Chairman. As I 
_ mentioned, the Parkin plan, approved in principle by the government, calls 
_ for government buildings in this area. We have not approval for a particular 
_ building. The Department of Public Works not the commission, has approval 
_ in principle for three buildings, two or three. It will be an architectural point 
- whether it will be two or three. These will have one and one quarter million 
_ Square feet of office space. In the area north of the Mackenzie King bridge 
' where the heating plant is the proposal of the commission is that it invites 
_ private capital to build in the area a hotel of about 500 to 600 capacity. It 
_ would also be available for private capital to erect office buildings, all of 
- these for private use, not for government use, on land leased by the govern- 

ment on a long term lease. The commission also hopes that there will be 

built in that area at some time an auditorium for conventions that might wish 
_ to come to this city. To provide a convention auditorium or hall. 


Mr. PETERS: Mr. Chairman, does this not conflict with our program estab- 
_ lishing Confederation heights and Tunney’s pasture for government buildings. 
Hy Is the proposal the general has mentioned not in complete conflict with what 
_ we have decided and has been our practice. 


The CHAIRMAN: I will let the general answer that. Gen. Clark. 


2 Gen. CLARK: No, Mr. Chairman, I do not think it is in conflict. I would 
_ say it would be complementary to that. Mr. Chairman, as you realize a certain 
amount of land was bought out in Confederation heights where we have the 
post office, public works and the C.B.C. building. A number of people have 
_ gone in there. There is a feeling in government that we are placing too many 
_ people on the outskirts of this city and letting the center part of the city decay. 
_ We are trying to do sensible planning and have buildings and the people who 
_ heed to be or ought to be closer to the parliament buildings. 


Mr. Cowan: I would not put the C.B.C. out in Confederation heights away 
_ from parliament. 


: Mr. PETERS: One last question and I will pass to some one else. What is 
| the reason for the tunnel at Dow’s lake? What is the reason for this and 
| where does it go? Is it contemplated that this crosses the river at an inter- 
| provincial connection? 


Gen. CLARK: Yes. 
Mr. PETERS: Why was that railway left in? 


Gen. CLARK: Mr. Chairman, there is a railway line there now which 
| crosses to the province of Quebec. It crosses highway 16 which runs past the 
| boat house up to the Experimental farm at grade. It crosses Carling avenue at 
| rade and because the increased amount of railway traffic that will be on that 
| line because of the elimination of the line across the Interprovincial or Alex-: 
| ander bridge it (the railway line) had to be grade separated, otherwise the 
| traffic would be badly tied up there. The reason for the tunnel under the end 
| of Dows lake, actually under the canal, is to separate the railway line and 
| Colonel By drive which now cross at grade. The depression of the line starts 
|beside Carleton University, goes under the canal, under highway 16, under 
‘211942 
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Carling avenue, under the Queensway and will return to present grade level 
close to the Prince of Wales bridge which carries the present railway line. 

Mr. Cowan: I wonder if Mr. Peters would allow a supplementary ques- 
tion. I just want to clarify, general, as regards this particular line, if it crosses — 
Carling it runs between Champlain and Preston. Through that area there will 


be a cut. Will that be a covered cut a 
Gen. CLARK: No, the cut will be open. 
Mr. Cowan: The cut will be open? 
Gen. CLARK: Yes. 

Mr. Cowan: It will be bridged at each one of the streets such as Lawrence — 
and Beech, a number of streets in that area. ay 
Gen. CLarK: May I ask Mr. Macdonald if he knows the bridges on that. 

There is the Queensway bridge which exists now. Me 
Mr. D. L. MacponapD: The bridging will take place on highway 16 or the 

Prescott highway and Carling avenue, at Beech. § 
Mr. Cowan: Not at Lawrence. 
Mr. D. L. MacponaLp: Not at Lawrence. At Beech, at Gladstone at the 

Queensway, at Somerset and at Wellington. a 
Mr. Cowan: The present crossing at Young will be eliminated also? 


¥ 
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Gen. CLARK: Yes. ' 
Mr. Cowan: Just in relation to this operation and the cost involved, Mr. 
Macdonald, in the grading; I suppose that after going under Carling you rapidly 
come back to the surface and it would still go underneath the Queensway if 
it were on the surface. It goes underneath the Queensway at the present time. — 
Mr. D. L. Macponatp: By keeping the railway depressed it is possible 
to get separated crossings at Gladstone and at Beech which do not exist at the 
present time. a 
Mr. Cowan: In order to service those two streets at Gladstone and Beech 
—and Beech is a very minor crossing; there is not very much traffic except 
for neighbourhood traffic on Beech—the additional expense must be very con- 
siderable, must it not? 3 
In other words, if you came back after Carling, came up to the surfac 
and travelled where the line is at the present time there would be no necessity 
to take it all the way from Carling underneath the Queensway and all the way 
over until you get to Wellington. There must be quite a considerable amount 
of money involved. 
Mr. D. L. Macpona.p: I think the problem is more a technical one. The 
railway has to be fairly deep to be under Carling avenue. .. 


Mr. Cowan: Yes. 
Mr. D. L. Macponatp: There is a limit to how much grade you can put 
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on a main line railway. The railway being down it seemed wiser to leave it 
down and let it climb up at a good railway gerade rather than bring it back 
up too abruptly. 2 

Mr. Cowan: You do not start to climb until you are past Gladstone; 1S 
that accurate? 

Mr. D. L. MacponaLD: That is correct. a 

Mr. Cowan: The only things, Mr. Chairman, I would be interested ir 
knowing in general are the figures of the extra expenses involved in continuing 
the cut for that very lengthy distance as compared to bringing it up as quickly 
as possible to the surface after passing under Carling and putting in a good 
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level crossing with signals at Gladstone. = 
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4 The CHAIRMAN: Mr. Macdonald, could you get some kind of estimates? 
Mr. D. L. Macponatp: We could supply the estimates later. 


e 


q The CHAIRMAN: Mr. Peters, have you finished? 

=a 

P. Mr. PETERS: I pass. 

: The CHAIRMAN: Mr. Barnett. 

‘ Mr. BARNETT: Perhaps, as the member who originally suggested in the 


' house that this bill come before the committee, I might be permitted one or 
_ two remarks before I question. 


i. The CHAIRMAN: Yes. 


Mr. BaRNETT: As the members will recall, when the bill came for second 
reading it came rather unexpectedly after having been quiet for some 
_ period of time. I have forgotten the date. The general has already mentioned 
_that in 1956 there was some examination of this. I think all of us will agree 
- that not too many of us were members of parliament in 1956. 

4 My own feeling was that the present commons should not merely put a 
_ rubber stamp on what was done by the previous parliament. As far as the 
_ discussion that took place in the house was concerned, virtually all of the 
_ interest centred on this question of the advisability or desirability of the 
- relocation of the present station site. That, quite frankly, is my interest in the 
_ bill. I am not opposing the idea of the terminal railway as such. 

; I think this question of relocation is a valid concern of the members of 
_ the house. It has been indicated by some other members that they have an 
_ interest in the question. I think that should be properly pursued. Some of the 
_ questions that are in some of our minds have already been raised by Mr. 
_ Peters. My interest is in that particular question. 

| As far as I can see from the outlines that we have had already this 
morning the whole question hinges on the establishment of the particular 
piece of railway line that lies between the proposed new station site and the 
present Union station site. The whole question is of passenger traffic and 
_ passenger convenience; and what I call traffic fatigue is involved. 

; As far as I am concerned one of the main advantages of travel by rail 
rather than air is that it avoids the confusion of having to transfer from 
the airport into a limousine or taxi or car or something else. 

| I feel that the responsibilities as outlined in the bill on the proposed rail- 
way terminal are very much a part of this question. I notice some of the 
_ questions that are in my mind were touched in part, at least, by the com- 
mittee in the other place. Mr. Macdonald was asked about the origin and 
_ destination of passengers. He said that had been dealt with in 1958 and 1959. 
| He did not receive the particulars. I noted in the Senate evidence it is indi- 
Cated by Mr. Burns that— 


The CHAIRMAN: Would you give me the page number, please? 


Mr. BARNETT: Page 14 on No. 1. Mr. Burns says: “I would not like to 
| quote percentages without the figures in front of me. A large number, very 
Close to three-quarters of the incoming passengers to this city, are business 
men going principally to government agencies”. I think that statement is in 
line with some of the questions already raised by Mr. Peters. 

I was much interested in the general’s reference earlier to the govern- 
ment approval in principle of the plan of redevelopment of the Preston area. 
ZT have no objection to removing that eyesore. The general did mention the 
possibility of having a 500 or 600 room hotel. He mentioned the possibility of 
a convention auditorium and of a number of office buildings. It seemed to me 
| that this plan as it has been approved in principle lends weight to the con- 
tention that I understood has been made that something of the nature of the 
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kind of development we now find in the suburbs of Montreal could very well 
be there. The question that immediately occurs to me is why can there not 
remain a modern, attractive and convenient passenger terminal as part of 
the complex so one can step off a train—without having to go through the 
commotion that is involved in airline travelling—and be here in the complex. 

The general has already mentioned a four lane driveway from the pro- — 
posed new station to this area. That leads me to ask the general why it would 
not be possible to retain—and I am not competent in the technical field—a 
double track rail line to this area with the proposed driveway on either side 
of it. I would like to ask what information the commission has on what would 
be the cost of that kind of development as opposed to a four lane driveway. © 
For example, how many level crossings in this proposed driveway are 
involved as it is presently designed? And if there are level crossings which > 
might be a problem, if the rail line were included as part of the plan, what 
would be the cost of closing off the level crossings or building separated 
crossings? It seems to me this is very much at the heart of the question. 


The CHAIRMAN: Personally I must say I think it is well to have this matter 
discussed. Perhaps someone might have raised the point that the location — 
of the station is almost a fait accompli. The fact is we are all aware that the | 
members of the House of Commons have not had an opportunity to examine 
the plans and operations of the National Capital Commission since 1956. That 
is why I think we should have certain latitude before considering the bill 
to obtain that type of information which we have not been able to get as a 
committee of the House of Commons for the past eight years. I would like you 
to phrase your questions. I think your remarks are very much to the point. 
Would you please put your questions now to Gen. Clark. 


Mr. BARNETT: The specific question is in connection with the line, which is 
part of the arrangement of the proposed driveway which would enable pas- 
sengers to run directly to the terminal. I would not eliminate the suggestion 
that passengers desiring to do so should be able to disembark at the 
proposed site. 


The CHAIRMAN: Gen. Clark. 


Gen. CLarkK: As I mentioned before this was a study made some years ago. 
If you would permit me I would like to quote some figures. These were 1959 
figures. ; 
Mr. Rock: Could I put a supplementary which I think would cover the 
question as a whole? Might I be permitted? q 


Tht CHAIRMAN: If Mr. Barnett has no objection. 
Mr. BARNETT: I have no objection. 


Mr. Rock: I think most of us here are concerned whether every effort 
was made to retain the commuter station within the same locality as it is 
today, whether every effort was made in the complex future plan of the capital 
commission to retain the station there. ‘ 


The CHAIRMAN: I think we all get the point. Please go on, General Clark. 


Gen. CLARK: I will answer the supplementary question first. It is my 
understanding that the planning that led to the railway relocation was initially 
the plan for the national capital prepared by Mr. Greber. 

The question of leaving Union station in its present location for some time 
and moving it at a later date to Hurdman’s Bridge was considered. I have 4 
paper here which gave some of the estimates of the financial implications of it. 
The government decision and recommendation by the commission was made 1 
1959. The estimate brings up five points: Contruction of new depot tracks and 
a high level bridge over the Rideau river and approaches; construction of 4 
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n 1ew loop in Ottawa east for turning passenger trains; overpass structures over 
the Queensway in Ottawa east; installation of a new signal system for Rideau 
river to Union station, and rearrangement of existing station tracks and facil- 
ities in vicinity of Union station. 

These were the various headings, and the estimated expenditure at that 
time was $3,100,000. The decision or the recommendation of the commission 
was at that time to locate it at Alta Vista, and this was referred to the author 
q of the master plan, Mr. Greber, He supported this view. That recommendation 
was then made to the government and it was approved at that time on, I believe 
ET said, the lst of August, 1959. 


4 Mr. BARNETT: Would it be possible, Mr. Chairman, to have this tabled so 
eit could be attached to the record of the committee? 

} ; The CHAIRMAN: Yes. Is it the wish of the committee to attach this schedule 

a o the report of the committee? 

Agreed. 


a 
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Mr. Rock: The other part of the question was not answered. Was there 
every effort made to retain, not necessarily the same station but a station at the 
“same area? Was there any plan or possible plans proposed to retain it there and 
was it then found that it was not possible? Was there an effort made to retain 
the central station within the same area? I do not mean necessarily to keep 
the old building there but a new station within the same area. Was every effort 
made in that direction? 


‘ Mr. CLARK: Mr. Chairman, the commission on the advice of its planners 
and Mr. Greber accepted the proposal that the station should be moved. In 
other words, the commission and its planners, the people who made the over-all 
plan for the capital recommended that these lines be removed. You could not 
say that the commission tried to make a plan to keep the station there. It was 
in favour of the plan for the national capital which called for it to be removed. 


Mr. BARNETT: Just arising out of that answer I would like to ask whether 
at that stage any consideration had been given to the outline plan for the 
edevelopment of the Union station area, which he mentioned earlier this 
morning? 


Gen. CLARK: Yes, Mr. Chairman, the commission had made tentative plans, 
Outline plans, for this redevelopment. Before recommending the plan to the 
government it was decided that it would be advisable to engage a Bovcrties 
% consultant to review all the planning to make sure that the commission’s plans 
for development carried the favourable judgment of other planners. John P. 
Parkin and Associates were engaged as the over-all planners and they engaged 
other advisers. I believe it was DeLeuw Cather and Company on traffic, 
Sasaki & Strong on landscaping and Larry Smith and Associates, real estate 
BP acultants, He engaged a number of other consultants to Sere him on all 
the factors related to the over-all plan. He brought forward a new plan of how 
| this area should be redeveloped. 

There are differences between it and the acest plan prepared by the 
“commission, especially in relation to traffic because the traffic situation had 


Mr. BARNETT: I wonder at this point if perhaps we could have a more 
detailed answer to the question I raised with respect to the retention of 
passenger rail lines in relation to the proposed driveway, the question of what 
fect that would have on the vehicle traffic pattern in the city, either in con- 


hection with the commission’s driveways or with the city’s traffic arteries. 


both the railway and the driveway. 
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Gen. CLARK: Mr. Chairman, in answering the question I cannot be ab- 
solutely specific because measurements and all sorts of things come into play. 
I do not believe this could be done very easily. I do not think it would be 
possible to have the driveway and have enough room for the railway lines — 
into the present Union station area. I doubt the amount of land would support. 


Mr. Cowan: There are two sides of the canal. q 

Gen. CLARK: We have the driveway on the west bank of the canal which 
runs through Confederation square down alongside of the canal to Dows lake, — 
and connects into Carling avenue on Highway 16. This was, I believe, the first | 
driveway that was built by the Ottawa improvement commission started — 
around 1900. That is the one on the west side.’ a 

Mr. Cowan: I was born here in 1902. Thank you for telling me. p. 

Mr. Barnett: I understood General Clark to tell us that the commission — 
plans a four-lane driveway running from the proposed Union station site to” 
the area of the present Union station. In relation to his remarks about space_ 
requirements, a double track railway dividing a two-lane driveway requires - 
substantially more space than a four-lane driveway, to the extent that it would ~ 
make such a plan unfeasible or inadvisable. F: 

Gen. CLARK: I cannot give a definite answer to that. ¥ 

Mr. Barnett: And the levels in respect to underpasses and overpasses 
are very important matters. a 

Gen. CLarK: Grade separation would definitely be required no matter 
how you do it. If you tried to put the driveway and the railway lines in 
wherever they intercept you would have to have a separated crossing. IT 
think it would be very difficult. How much space a two-lane driveway and 
two-line railway would require I would have to check very carefully. I 
would think it would require more. I would have to check this. a 

Mr. BaRNETT: Let me put my question in a different direction. Suppose, 
just for the sake of discussion, a two-line railway were substituted for the 
present proposal for a four-lane driveway, what effect would that have upon 
the commission’s plans for driveway development and what effect would it have 
upon the general traffic pattern and flow in the central area of the city? 

Gen. CLARK: There is no doubt you could put in a double-lane track 
rather than a driveway. That would present no problem. You would then have 
to start grade separating the Queensway and the railway line, because where 
the Queensway has to cross the rail lines you would have to redesign to 
bring it over the railway. a 

Mr. Barnett: As I understand, it, under the original plan of postponing 
the abandonment of Union station the Queensway would have had to cross 
over a fairly extensive area of railway track. y 

Gen. CLARK: That is right. ¥ 

Mr. Barnett: Has the commission considered the difficulties in relationship 
to the Queensway crossing over, and I am using the two-line railway which 
as a line I am assuming might be sufficient to facilitate movement of passengers 
in and out from the area? -s 


Gen. CLARK: It was one of the considerations in the commission’s recom- 
mendation not to leave Union station where it is and then move it at a later 
date but to get it out before the Queensway was completed so one would not 


have to provide these grade separations which would then no longer be 
needed. | a 
The commission was always contemplating moving the railway station. 
The question was to which location. The first, as I mentioned, was Walkely 
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‘road. Then it was decided that if you leave the station in operation and build 
the Queensway you would be faced with great separating structures. That was 
one of the features that led to the recommendation to the government to 
_ change the site to Alta Vista and remove the lines much earlier than had been 
contemplated. 


Mr. BARNETT: What other grade separation in addition to the Queensway 
_ would be required or desirable if the rail line was left running through 
that area? 


Mr. Peters: Another $3 million? 


Gen. CLARK: I do not know. I do not believe I can answer this one. One 
_ could say there would be no more grade crossings. If one wanted a crossing, 
if there was pressure for traffic to cross, one could say it must be by elevated 
' structure. This pressure would have to Be great. 


: My presumption is that one would never build a level crossing in that area 
because when the traffic gets to a certain volume the board of transport 
. commissioners, I understand, order for safety reasons, that there should be 
“no level crossings. My presumption would be that they would be elevated. 


Mr. PETERS: Would it not be correct to say that because of the relationship 
_ between this traffic on the raliway that I have been talking about to the canal 
that the number of crossings in any event would be fairly restricted or limited? 


4 Gen. CLARK: Yes, I would think, Mr. Chairman, they would be limited. If 


you leave the pailway lines they are Hite now. I ai presume they would 
i. remain limited. 


Mr. Peters: It seems to me this is the sort of information that goes to the 
very nub of the question in the minds of some of us. I wonder whether in a 
- general way at least we could have some information and some estimates of 
+ the cost involved in this sort of proposal without too much delay or difficulty. 


Gen. CLARK: Yes, we could make estimates on this. It depends on the 
“refinements you want. If you want a precise estimate we would have to engage 
_ consultants. We do not have a staff large enough to make a tentative design and 
get a precise estimate such as you would place before the government for 
approval. I think that we could come close enough to have a good round estimate 
on this. 

= In this connection I would think that one would never consider trying to 
ie do both. I think it would be the railway or parkway. I doubt that it would be a 
- 800d operation and we should not try to make an estimate of the cost of both. 


. Mr. BARNETT: Will you ascertain whether the committee would be interested 
* n having this kind of information? I certainly as one member would be very 
a much interested in having that kind of information to the degree of accuracy 
that has been indicated. 


att The CHAIRMAN: You appreciate that your proposal is rather general and 
:. cannot expect more than general figures. General Clark has said he is 
willing to give us that type of answer. 

" Your proposal is rather broad. You mentioned a double line from Union 
station to the new station and also the two lane highway instead of the drive- 
way. Those are things which have not been contemplated by the commission, as 
‘I understand it. We cannot expect more than a general figure. Is that what 
you want? 


w _ Mr. Barnett: I think we could get an idea on this point. Naturally on the 


“question of whether a double line would provide passenger service, I think that 
is something we can ask the railways about rather than Gen. Clark. 


hy 


_ The CuHarRMAN: Is that the wish of the committee? They are prepared to 
do their part in providing some information. Mr. Millar. 
_ 2119433 
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Mr. Mrttar: Could I ask a supplementary question? The Queensway is 0 e 
that is going to be used to cross over. You have four lanes on the Queensw: 
There have to be overpasses in this locality anyway. Is this not true? It does n 
matter. It has to have overpasses any where you are going to run the line acro 

Gen. CLark: There is an interchange loop with the Queensway, that is true; 
you have to have it with that volume of traffic. You have to separate traffic. © 

Mr. Mriuar: It is separated anyway? Is it not also possible to put a road on ; 
top of the railroad. ig 

Gen. CiaRK: Yes, it would be. It might be possible to depress the grade, 
It might be possible to depress the grade from an engineering point of view, 
depress it and put the road on top of it. oe 

Mr. Mtruar: Is it not also true that you intend to raise the grade for the 
whole area? The plans call for considerable fill in that whole area. 4 

Gen. CuarK: I do not know about fill in the area. I will ask Mr. Macdonald 
to answer that. a 

Mr. D. L. MacponaLp: The Parkin proposal contemplates a certain amount 
of fill in the present station area. It does not contemplate any fill south of Laurier, 
that is from Laurier avenue to Deep Cut which is the longest distance of rail 
line. . 
; Mr. PEreErRs: It is quite feasible, Gen. Clark, to put in an eight or 10 foot 

tunnel and run your four-lane highways over the top of this. ao . 
Gen. CLARK: Yes, that is what we had in mind. I cannot see any technical 
problems; unless the railways are aware of some, as long as you can get proper 
grades. This would seem to me to be a feasible plan. ia 

The CHAIRMAN: Mr. Millar. a 

Mr. Miiuar: Gen. Clark, is it not a fact that the whole redevelopment plan 
as now laid out is hinged on the removal entirely of the damn railway tracks. 

Mr. Cowan: Which railway tracks? 4 

Mr. Mituar: The damn railway tracks. I can make it even more defini 

Mr. Cowan: Specify whether C.N.R. or C.P.R. a 

Mr. Miuiar: All railway tracks including the station. Is that not the 
fo.) principle? Ue 
ie Gen. CLark: Mr. Greber thought it was the key to the whole plan of re- 
developing the city. a 

Mr. Minuar: Why are we wasting time talking about a possible railroa 
that is not needed? You are not supposed to answer that. a 
Ee: Mr. Tarpir: Do you know how many grade crossings will be eliminated 
ae by this new plan? | a 
: Gen. CiarK: About 70 grade crossings or level crossings. 4 q 

Mr. TaRrpiIF: Seven? ae 

Mr. Caron: Are you going to do anything to the station in Hull? 

Gen. CLARK: Yes, that will be renovated. a 

. Mr. Caron: Do they intend to build on the other side of the station for 
Hull’s railway. By 

p Gen. CLark: The plan calls for the renovation of the station in Hull. a 
CAs Mr. Caron: Renovation? What kind of renovation can they make on that? 
i It is an old shed. I do not see what kind of renovation they can make in Hull 
2 . The CHAIRMAN: Are there any more questions of Gen. Clark? av 
See ae Wir! CARON: 7 would like to know what kind of renovation they inten 
make in Hull. ae 

The CHAIRMAN: Can you answer that? : ee 
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Gen. CLARK: In general terms the plan is to provide adequate parking and 
alarge the building and to fix it up. | | : 

_ Mr. Caron: When it comes to Ottawa you have a definite plan. When it 
omes to Hull there is no definite plan. Is it not possible to do something definite 
for both sides of the river? We are both in the National Capital Commission. 
_ We expect to have something equivalent, not as big, but something as important 
‘on the other side. | é 

Gen. CuarK: As I mentioned, the plan is not to build a new station in Hull 
but to renovate the one that is there and make certain changes in the railway 


connections in Hull. Mr. McQuarrie, would you show the changes in the railway 
lines in Hull on the map. 


| Mr. McQuarrig (Railway Consultant, National Capital Commission): At 
the present time passenger trains from the north shore, from the north side of 
the Ottawa river come down to Hull across the Interprovincial bridge into the | 
present station. There are no passenger trains operating into what we call Hull 
west. It is strictly a freight and express terminal. With the taking away of the 
Interprovincial bridge all the passenger trains from Montreal along the north 
shore will come down through Hull, through Hull west, and across the Prince of 
Wales bridge into Ottawa west and down to what they call the Prescott sub- 
station line of the C.P.R., under the Queensway, across Carling avenue and then 
into the new station. In Hull now the C.P.R. have two stations, one they call 
the Hull Beamer station, which is near Brewery Creek, and another one called 
‘Hull west, near Montclair I believe. The Hull west station will be the only 
remaining station in Hull serving passenger trains from the north shore of the 
C.P.R. and it will require substantial remodelling. : 
| Mr. Caron: Not substantial remodelling, you will have to rebuild. It is an 
‘old shed. I know the plan was to have a north station and a sub-station. That 
was the first plan. I know Ottawa is important in the capital district, but Hull 
is important. You cannot use that just to pass into the Gatineau woods. You 
have to deal with Hull itself. You are not dealing with it at all. You are throwing 
»it to the boards. I do not like this. I think there should be a plan for Hull the 
“same as there is for this side of the river. Pe Ngee 


% The CHAIRMAN: All right, gentlemen. Mr. Caron, that is the answer General 
Clark can give. 
_ Mr. Caron: I am not satisfied. 


The CHAIRMAN: You will have to make your representations to the capital 
mmission and the railways. _ . 


Mr. Caron: I would like the capital commission to do the same thing in 


~ Mr. Cowan: I would like to point out that these plans have been under 
Consideration since 1956. That is 8 years ago. They have not been brought 
before the railway committee to any extent. Could you advise us? I know you | 
are an experienced man in this field. ! 
4 I would like to ask this, Mr. Chairman: this bill came before us on Novem- 
ber 26. I notice in Clause 26 on page 17 of this bill, S-33, it is stated that the 
transfers of land and facilities shall take place on January 2. This gives us 
37 days and there are only five Sundays, six Saturdays, Christmas Day, New 
ear’s Day and Boxing Day between now and January 2. I think this time 
limit is too extensive. Could it not be shortened up? It is right there on page 17, 


‘Clause 26. 
a Mr. FISHER: The Senate has done its part. 
_ The Cuarrman: I count on you, Mr. Cowan, to bring up the important 


rn 
5 


+ a 
Wares 


Poh eo SANDING: | 


wy i 


The CHAIRMAN: Mr. Cowan, we will come to that in the bill. There a re 
Mr. Cowan: I do not want the witnesses to go away and find out later that 
we need them. A 
Mr. FisHER: Before we get into the bill are we going to have an opportt 
nity to examine the spokesman for the railways, for example, Mr. Macdougall' 
The CHAIRMAN: I thought the examination of these gentlemen would come 
on the specific sections of the bill because that is what they are interested in. 
I would not like to open discussion on the sections of the bill at this moment. — 
Mr. Frsuer: I wanted to find out the relationship between this new com- 
pany and any contracts that exist at the present time between railway manage- 
ment and its employees. I want to know about that relationship. I cannot find 
anything in the bill. 
The CHAIRMAN: Would you agree they should be allowed to do that when 
we get into the bill? ‘Za 
Mr. Frsuer: If this committee is agreeable. 
The CHAIRMAN: Shall we proceed with the bill? . 
Mr. Perers: No, I am interested in a number of other things. I would like 
to ask what relationship the present authority operating Union station has with 
the capital commission? Who is Union station? ES, 
Gen. CLark: The Union station is owned by the Canadian National Rail- 
ways. & 
Mr. Perers: What about New York central and C.P.A.? What authority 
runs Union station at the present time? I am not sure. = 
The CHAIRMAN: Mr. Peters, after we got through the bill I intended to 
eall Mr. Macdougall. ‘a 
Mr. Cowan: Might I answer his question? ; 
Mr. Peters: What we are doing is establishing authority. This is what 
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the bill says—to establish the terminal railway company which is really au- 
___ thority for operating the new terminal set up. I do not really know who runs® 
cake ‘the present one. I do not know how the capital commission gets involved in 
fie tins at all. I know there is an appendage. I know this agreement has been 
. signed by the capital commission and members of other parties. I am not sure 
ve whether they used undue influence to force the agreement to establish this 
terminal or whether the railways would like the right to come and say we 
os want to maintain the Ottawa terminal where we have it now. ar 
Seg It appears we are changing the status quo of the operation of Union static n, 
and in return for this we are substituting another authority. I would t ink 
parliament established the Union station authority in the first place. We gave 
grants and leases and these companies probably got together and made thesé 
a arrangements. I think we should call on the participants to the present rail way 
aA set up before we go into the bill. * 
3 The CHAIRMAN: That is why I suggested we get to Clause 1 and call or 
_- Mr. Macdougall. Then you could discuss the whole matter of Union station ane 
: the Ottawa terminal company with Mr. Macdougall. I should also ask Mr 
i Spence, counsel for Canadian Pacific Railway to sit down as a witness as wey 


: are also involved. y 
Mr. Peters: Mr. Macdougall, what was the arrangement for the operation 
of the Union station and how did it originally start? aif 
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oe. ~ Mr. T W. G. Macpovcatt, Q.C. (General Solicitor, Canadian National 
Railways): ‘You are interested in the present station, the Union station as it is 
‘now? 

__-Mr. Peters: I do not know. Is there an arrangement pre-dating the present 
one? 

g Mr. MAcDOUGALL: Well, I am not sure of the exact history back to the 
_very beginning of the Pai iposns in Canada. The present station was originally 
built by the Grand Trunk Railways. Canadian National, as successor to the 
Grand Trunk, is owner of the station, the station premises and property. We 
have an agreement with Canadian Pacific whereby Canadian Pacific has the 
_use of the station and facilities. Canadian National operates the station. The 
“employees are Canadian National’s. Canadian Pacific Railway pay for the 
services that they receive. I think the ticket sellers in the station for Canadian 
Pacific are their own, but otherwise the employees that operate the station are 
“Canadian National’s employees. Under the agreement Canadian Pacific pays 
‘for the services it receives in accordance with the terms of the agreement. 


4 Mr. PETERS: How do you own the station facilities and the trackage, under 
‘what basis do you own these? 


Mr. MacpouGaLL: They were originally built by Grand Trunk. 


q Mr. PETERS: Was that a grant from the federal government? Was this land 
“gtanted by the federal government? 


Mr. Macpoucatu: I cannot answer the question. Grand Trunk came into 
‘the city of Ottawa and built here. How they acquired title to the land I am not 
“4 sure. This was part of the property owned by Grand Trunk at the time of 
z malgamation. 

Mr. Peters: If you do not know how you own it, how can you give it away? 
Mr. MAcDOUGALL: When the title deeds are proved, when the land transfer 
4s made, this wi'l be dealt with in the normal way and transfer will be made. 
“Our records show we own title to the land in fee simple now. 

fi Mr PETERS: The operation, you say, is owned by Canadian National and 
“Canadian Pacific operates out of it on an agreement basis. 
Mr. MAcDOUGALL: They are lessees of ours in the area. This is quite common 
mM railways. This is not an unusual situation. You have a union passenger ter- 
Minal or some joint facilities. 

We have numerous agreements of this kind in Canada and the United 
‘States railways do the same. One railroad operates the terminal and the others 
use the facilities under an agreement. 

The CHAIRMAN: Mr. Peters. 

Mr. PETERS: Would it be a fair question to ask the witness if he is familiar 
with the passenger studies that have been made of the commuter services, 
‘Particularly in the cities of Montreal and Toronto in relationship to this stage? 
_ Mr. Macpoueati: No, I must confess I am not familiar with the details of 
these studies. 


Mr. PETERS: I am wondering if you can tell why the union station in Mont- 
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mensely expensive location in the basement of the Queen Elizabeth hotel. 

_ Mr. Caron: The hole was there. 

Mr. MacDOUGALL: You will remember, Mr. Peters, in the days before 
(Canadian National was formed Canadian Northern Railways came into Mont- 
real from the north and came to the town of Mount Royal, and from Mount 
yal it went to the present location of the central station, quite near it. Grand 
Tunk came in to what is now Bonaventure. 
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real, Canadian National, has been moved into what must have been an im- 
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Mr. PETERS: Yes, it used to be Bonaventure, | {270 ee 


Mr. MacpoucaLL: As planning of the city developed these two railw 
developed. These two railways both came into Canadian National. Presuma 
long before my time somebody decided the thing to do was to have one stati 
and, as someone mentioned, the hole was there and the station was broug 


in to that point. After that, of course, the development went right on. 
Mr. Peters: Then underground railways in the city required some m 
tenance. 
Mr. MacDOUGALL: Yes, of course. 
Mr Peters: If there was no advantage in having passengers get off in the 
downtown section would it not have been to Canadian National’s advantage to 
put it out in say, Dorval? . 
Mr. MacpoucaLL: As you probably know in a big city like Montreal we™ 
have quite a volume of passengers coming from a number of stations. For 
example, Dorval is now a fairly substantial station. It has grown up in recent 
years. The Town of Mount Royal is a fairly substantial passenger station for 
people in the north end of the city. Of course you have Westmount and Mont- 
real west on the C.P.R. which draw a lot of people. Montreal is served by a 


conglomeration of stations, some in the centre, some in the peripheries. | a 

Mr. Peters: Would it be your opinion that Canadian National could, in- 

stead of having a downtown terminal, put the terminal on the trans-Canada 
highway on the northern periphery of Montreal? % 

Mr. MacpoucaLL: You realize people that come to Montreal central s 
‘tion do not, of necessity, want to terminate their journey in the downtown 
My c-.section of Montreal. Many go to Mount Royal, Montreal east, Montreal west and 
so on. 3 
Beth Mr. Peters: Which has provided a lucrative business? 
Hae - Mr. MacpoucaLut: I do not know that anyone will agree with you oO 
generalization that the passenger business is lucrative business. I do not th 
it is. 
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d Mr. Peters: This raises a very good question. Are you interested in pas- 
__ senger facilities? a 
ee Mr. Macpoucatu: I think the activities of our company speak for the 

- gelves. They are well known throughout the country. b 


Mr. Perers: I ride on Canadian National coming from western Can 

I have had considerable difficulty getting them to make connections W. 

connecting railways which, by law, they have to do. I do not say this is 

general situation; it may be specific. I am not sure it is generally true. ue 
‘is true, is there not some advantage in Canadian National providing as accet 
able accommodation as possible for the travelling public? 


: Mr. MacpouGaLu: This is, of course, what we try to do. The job ol ¢ 
Ae railway, like the job of any industry, is to decide what its customers wan 
and try to provide for their wants. Many customers want directly oppos 
things to what another customer wishes to have. You have to take all 
Ree into account and you do the best you can with the limitations and disadvanta 
‘We do the best we can. We think we do a pretty good job of trying to | 
Ri after our customers in our passenger trains. There are always exceptions 
Generally speaking we are interested in doing the best we can. “ 


a Ay Mr. Tarpir: On a point of order, I find difficulty in knowing what 
questioning being pursued by my hon. friend has to do with the bil. 
SS any section of the bill. I think we are wasting a lot of time when w 


talking about everything else except what is in front of the committee. ee 
t Br 
ae te 


4 Rees, ; 


501 


as counsel for the railway. We are not examining Mr. Gordon at the present 
time. We will have that pleasure in about three or four months from now. 


Mr. PETERS: I will apologize to Mr. Macdougall. I thought he was an 
official of the railroad. My point, Mr. Chairman, on a point of order, is that 


a terminal in downtown Ottawa. We are now being asked to form a new agency 
which will take that downtown terminal out of the downtown area. It seems 
to me, therefore, this causes the businessman the cost and the disbursement 


is already coming now. 


Mr. PETERS: I think that question should be directed to the Chairman. 
Mr. Caron: Clause 9. 


The CHAIRMAN: If the company is going to be incorporated it is for the 
purpose of operating at a certain location. There is very little in the bill 
after the beginning that is of interest to members to discuss. I will admit that. 
Section 9 says that the company may acquire, construct and operate a railway 
and related facilities in and about the city of Ottawa for the purpose of pro- 


a 


iding a transportation terminal. We could get into it on section 9. 


Mr. TarpiIF: Section 9 does not talk about. relocation of the station, which 
is something that is already decided. 


_ The CHatrMaN: We are examining the fact. This is a committee of ne 
House of Commons. It is entitled to information on how that decision was 
arrived at. I will agree with you, this will not change the location, but the 
committee is entitled to know how the decision was arrived at. 

Is Mr. Peters through? 

Mr. PETERS: I would like to ask the Chairman how he arrived at the 
conclusion it will not be changed. We people of Canada own the Canadian 
National Railways’ Union station in its present location. We are the people 
who are going to have to decide whether or not it is changed. Canadian 
National Railways are responsible, I guess, to us for this change. I do not 
think this is an irrevocable decision. 

f The CHAIRMAN: I am not saying it is irrevocable. Parliament is the master 
of everything. Under this bill you cannot change it. You are not going to put a 
clause into the bill unless you move it in the house. You are not going to add 
a clause saying the railway shall be located somewhere else. 

Mr. Cowan: You could not pass the bill. 


The CHAIRMAN: That is all you can do. 


_ appendage attached to this bill, there is a memorandum of an agreement that 
‘has been signed by a number of participants, Canadian National Railways, 

m8 Canadian Pacific Railway, the National Capital Commission, and maybe others. 
(hy <a 


I think we have been asked to give up a facility that we have. Canadian 
National, very remotely, belongs to the Canadian public. They already have 
_ facilities that provide 85 per cent of the traffic of businessmen entering the 


_ of hiring other transportation facilities than railroad to bring him where he 


Mr. Peters: Could I change the direction of my question? There is an 
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What position did Canadian National Railways take in relation to the esta 


not to my knowledge. a 


os « 
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ment of this memorandum of agreement in terms of trying to maintain or 


present facilities on a passenger basis in the downtown Union station? _ 


Mr. MacpouGAa.u: I think, generally, Mr. Chairman, if the National Capi 
tal Commission had not been in the picture Canadian National Railways would 
have been quite satisfied with the Union station. The station is there. Our opera- | 
tions are there. As far as the station is concerned, we are quite happy to leave 
it there. The development that has occurred has been a development of the 
National Capital Commission plan; and this is not something that the rail-- 
roads, at least Canadian National Railways, has sponsored. We are a railroad 
in the city of Ottawa; and the Canadian National Railways plan developed, — 
and we were asked to co-operate and do certain things. There are many good 
things in the capital plan. This is not our responsibility. d 

Our responsibility was to co-operate with the commission and to do what — 
we could. We worked on the basis; and as far as our company was concerned, 
we would not be adversely affected, particularly from this development. We 
would be made whole with respect to what the National Capital Commission 
was to bring about in the way of changes in Ottawa. On the basis that we 
would be made “whole”, we did not feel we could stand in the way of the Na- 
tional Capital Commission plan. We co-operated. There may be some things | 
we do not like. There may be things we would do in another way. This ish 
the planning of the National Capital Commission. This is the arrangement. We 
have gone along with it. : 
. Mr. Peters: Do you believe that this plan dating back to the Greber plan 
in 1915 was a fait accompli at that time and that there was no possibility of 
change? a 

Mr. MacpoucaLL: We accepted what we understood has been the decision, 
that the plan will go forward in the form in which it is presented here. We have 
not attempted to fight it, you might say. The plan is made. We have been told. 
these arrangements will go forward. We have accepted that and gone forward 
in that light. 

Mr. Peters: Was any consideration given by the railway to the possibility 


I think the witness will agree there has been some change since 1950 in 
railway riding as far as passenger services in the city. Is it not true that in 
1950 you still had steam engines, and the environment of your operations in 
the city was considerably different than it is with the total diesel lines? Even 
in the terms of the National Capital Commission, which is thinking of beauty, 
this has made a considerable difference. i 


Mr. Macpoucatt: I do not know that those were factors that weighed very 
heavily in the development of the National Capital Commission plan, That is 


Mr. Peters: The old steam burners must have had some disadvantages. 
Could I ask if any proposal was made to maintain the passenger terminal in 
the present location? ” 

Mr. MacpoucaLL: Well, I explained our basic position only has been tha 
and therefore we have been asked to accept something else. We feel we can 


live and work with what has been proposed. 3 
Mr. Peters: Did you feel you could make proposals such as suggested 


by my friend from Comox-Alberni that the downtown terminal be limited 
passengers and baggage and that would meet the needs of the travelling publi 
Were you prepared to make proposals or was the railway of the opinion 
was a fait accompli and that they really could not meet that suggestion? — 
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: ae Mr. OCR TAG e am sure these points were “discussed. I think the major 
‘point was that this was National Capital Commission planning and the rail- 
ways were being asked to make certain changes to remove railway lines and 


‘consolidate facilities. There was going to be great improvement and we hope 
am sure all these things were discussed in detail. Our position was basically 


- were willing to co-operate and do everything we could to fill requirements as 
3 long as we were made whole in the process. 


4 The CHAIRMAN: Mr. Fisher? 


Mr. FISHER: I would like to ask a couple of questions with respect to the 


. relationship of Canadian Pacific Railway and Canadian National Railway in 


the sense of being partners in terms of control and contributions. 


Most of us have noticed there is a development in Canadian Pacific Rail- 
/ way that would indicate real efforts toward eliminating their passenger service 


-altogether. I was wondering whether the co-operative framework would in- — 


“hibit Canadian Pacific Railway by making it difficult for them so to eliminate 
| their passenger services here in Ottawa? 


Mr. SPENCE: I do not think so, Mr. Fisher. To start with, I think you are 
“referring to some public Giiecances by senior officials of our company? 


Mr. FISHER: Yes. 


Lg 


Mr. SPENCE: Recently, and I think they were merely pointing to a trend 
_ which we find pretty well all over Canada of diminishing patronage by pas- 
_ sengers of the railways. 


Now, we do not discontinue our trains that make us money, and we hope 
that that trend can be delayed, or stopped. We have not found that in the 
Ottawa area it has been as marked as it has in some other places, and we hope 
hat we will serve Ottawa for many years with passenger trains. 


Mr. FIsHER: In the presentations before the Senate committee, some of the 
witnesses got off in the future 70 years, with hovercraft and heliports, and it 
seemed to me that people are looking very far ahead, and I wondered if C.P.R. 
has considered the fact there are some indications that policy had changed, 
and they may pull out of passenger service altogether? 


Secondly, I inferred from Mr. Crump’s remarks that C.N.R. and C.P.R. 
were looking forward to the day when they would be out of passenger service, 

~whether it is remunerative or not. It seems to me, from looking at the act, 
‘that the commitment of C.P.R. to this development is a very real thing: for in 
a few years there would be a difficulty, or embarrassment to it. 


I could point to previous joint arrangements, such as the Vancouver Hotel, 


‘Out at all. I just wondered whether C.P.R. considered any release clauses, or 
‘the possibility of getting out of this whole matter? 


‘. Mr. SPENCE: No, I do not think that we had any release clauses put in 
the memorandum of agreement. Nobody can predict what is going to happen; 
| things develop so fast these days that you just cannot tell what the situation 
“may be 40 or 50 years hence. It may be an entirely different world, but at the 

present time we are trying to make money out of the passenger business as 
* we can, and to do that we have to have modern and comfortable and suffi- 
cient facilities. 


Mr. FISHER: There is one other point that you may be able to clear up for 
me: The trend of the evidence, as I have been able to read it, is that this is 
primarily a shift of passenger facilities and passenger lines to the outskirts of 


“more improvements will develop to our freight traffic on an over-all basis. I 


q that the National Capital Commission was the planning commission and we 


‘which at the beginning appeared to be fine, but at the end was not working © 


IS 


us uss of this act, in a sense, is covered by the jurisdiction of the Railway Act, but I 


pile _ Canadian National Railways, in that it will be a federal incorporation, it will 
; be a national company, it will be subject to the Railway Act, and it will be 
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| i a 
Oe I agree i my eee from. ‘Timiskaming that’ ay is. a good idea 
‘it will be an improvement for Ottawa most ways, but. I see provisions | 
piggyback, and what looks to me like a truck terminal there. Now, this bri: 
up a much larger question, and it also concerned the senators when they w 
considering this, and that is the whole relationship of the truck transportation a 
to this complex. Now, an amendment was accepted in the Senate to one clause 
of the bill that specified that this was related to, in and about the city of 
Ottawa, but I am a bit confused. If this is the case, that it is primarily a facility » 
that would tie in with the passenger service and the express service that 
offered by the railways in the Ottawa region, why these plans for a piggybac 
and what looks to me like a truck distribution terminal, and naturally th 
raises the question of how open that terminal will be to other carriers. Ys 


The CHairMAN: Mr. Fisher, I was just hoping that we would get on that 
subject when the proper section is reached in the bill, because that will be j 
open for discussion, I am sure. 
Mr. Frsuer: I know it will; I just wanted to get some idea of the over-all 
plan of the railways in regard to this terminal company, and the scale of 
operations there. If it is merely a passenger terminal, with the kind of ancillaae” 
services you will offer in terms of baggage and express, fine, but if that is 2 

- thorough-going, complete transportation terminal, with piggyback service, and 
provision for trucking, and so on, there are some questions that come to my 
mind about the kind of plans that both these railways have eae . q 


The CHAIRMAN: I think we will wait until we get to the proper section. — 


Mr. Frsuer: I have a question on the relationship of this new rail Wael 
company, the Ottawa Terminal Company, and the agreements which now oxises 
between the company, and their employees, and I would just like a statemel! it 
from Mr. Macdougall in respect of what is involved. I notice that every section 


also agersand that some of the agreements which exist between the railway E 
and their employees come under other federal statutes, such as the. Industria il 
Relations and Disputes Investigation Act, and so on. a 


Mr. MacpouGau.: Well, Mr. Fisher, you will realize that the bill is directed | 
entirely to incorporating a railway company, and setting out therein the powers 
Rs OE that company and its object. The company that is to be incorporated is it i 
have the same basic status as the two parents, Canadian Pacific Railway and 


ne subject to the Industrial Relations and Disputes Investigation Act, and so forth. 
ee So the purpose of this type of incorporation is to put it on the same level as 
yy the Canadian National Railways and the Canadian Pacific Railway. Therefo 
basically, the statutes that apply to them because they are federal railways W1. 
apply to this company in just the same way. { 


Mr. FIsHER: Well, what will be the employment picture of this company? 
For example, I would imagine that some of the present employees at the un: 
station would be covered, and some of the services that have been divided 
the Canadian Pacific Railway are covered by men who belong, say, to- 
_ Canadian brotherhood of railway workers, the general transport workers, 4 
go on. Is there any possibility that any new job opportunities, and the differé 
kind of employment, will lead to a separation of these people from their 
relationship with the C.N.R. and C.P.R., and put them in a new framew 
_ which may have a different bargaining set-up? 


"RAILWAYS, CANALS ao TELEGRAPH LINES | 505 


q Mr. Rar poGeniLs i do not Pa if I can say anything particular on that. 
I he state we are at now is to get the terminal incorporated. There has got to 
ye detailed discussions between the railway companies with regard to the future 
method of operation. There has got to be discussions between our Canadian 


employees. We have already had preliminary discussions, but there has got to 
be detailed discussions, when it is decided how the terminal will operate, and 
how the employees will be fitted into this in a way that will cause the least 
adverse effect on anybody. We hope that in future this new concept in Ottawa, 
‘with much greater industrial land available for development, and what we hope 


will be a more economic and effective operation here, will produce a much 


better, and we hope bigger, railroad for the city of Ottawa, and for the benefit 


of the railroad companies, of course, and the employees, but at the moment 
we have not reached the stage where we have detailed discussions with the 
brotherhoods. They will be the same brotherhoods we are dealing with now, 
and these things are being considered, and the brotherhoods have been informed 
‘up to this point. 


4 Mr. FISHER: Well, I understand the C.N.R.—this has nothing to do with 
the Canadian Pacific—has a five year plan for 1965 to 1970 for changes and 
‘consolidations of all its services, the whole question of handling freight and 
express, and so on. Are these plans worked out in detail for the Ottawa portion, 
taking into account this new company? 


| Mr. MacpbouGALL: Subject to what others may know about this much 
greater than I, the plans you refer to are basically the general planning plans, 
‘if I may use that expression, of the railway. In recent years, we, in our plan- 
Yr ning, have followed the practice of making a plan for the following year, and 
a plan looking ahead for five years. This seems to be a rational and intelligent 
‘way to look at the railway business. A plan does not necessarily mean that all 
‘the decisions have been made and a button will be pressed and certain things 
will go into motion and that is the way it will go for five years. It is the 
planning process of, perhaps you might call it accurate and detailed planning 
f or a short period ahead, say a year, and general planning of how we will 
proceed to certain objectives we think desirable over a period of five years, 
and possibly there are people looking 20 years ahead. I hope there are, but I 
‘do not think there is anything immutable in what happens in Ottawa. We are 
g getting the company into operation before we start the detailed plans of how 
We will relocate the railway and terminal facilities in the city of Ottawa. This 
is not going to take place in one day, that everything is accomplished and 
done, and the change will be made that will complete the arrangements. We 
‘expect that the next three years will be occupied in gradually developing this 
olan of organizing this new Ottawa rail set- -up. 


normal negotiating opportunities? 


_ Mr. MAcDOUGALL: Yes, they certainly will, and the thing will take place 
‘Over a period of time. I have heard it said that it will probably be the end of 
1966 before there is real life breathed into it. 


_ Mr. FIsHER: Do either of you gentlemen know whether any discussions have 
een held with the bus transportation companies in connection with providing 
hem with any leases, land, or arrangements there? 


The CHAIRMAN: I wish you would leave that until later, Mr. Fisher. 


ova 


National Railways and, I presume, the Canadian Pacific Railway, with their 


Mr. FISHER: From the employees’ point of view they will have their , 
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Mr. FisHer: All right. 3 i . 

Mr. REGAN: I have one supplementary question arising out of the point 
made by Mr. Fisher, and that is with regard to the position of the employees | 
of the new company in the future, and not only their wages, but the other 
advantages that they presently have under the Canadian National Railways, 
I am struck by the thought that the economic bargaining position as members, 
or as employees of this new, small company will be nowhere near as strong 
as their present position as employees of a company that has established ai 
record of reasonably good labour relations, and a company in which, by their — 
numbers and the size and nature of the company, they are in a very strong | 
position. I wonder if there is any thought of giving assurance to the employees 
who are presently employees of the Canadian National Railways that this new 
company will, in its wage policy and in other policies towards the employees — 
at all times, carry on a program as generous as that of the two railways 
in this country, the Canadian National Railways and the Canadian Pacific 
Railway. q 
I think that some sort of assurance along those lines should be given to 
the employees who are in the position that they are presently employees of the 
Canadian National Railways, and who are being asked to become employees of 
this new company. a. 

Mr. MacpouGatu: Well, I think that is a very good point, Mr. Regan, and 
I am glad you raised it. As I told Mr. Fisher, the details of this have yet to be 
worked out, but we have certainly assured the employees’ representatives that 
the position of the individual employee who remains working here in Ottawa 
will not be worsened. He will retain his pension rights, and all the benefits he 
has had. The matter of his wages, and so on, will be bound up with the wages 
of the railway employees generally in Canada. As you know, non-operating 
unions bargain in a group collectively. Those that are here in the Ottawa 
terminal company will be part of that bargain group. 4g 


“Lhe CHAIRMAN: We will adjourn now until after the orders of the day. 
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MINUTES OF PROCEEDINGS 


TUESDAY, December 1, 1964. 
(17) 


The Standing Committee on Railways, Canals and Telegraph Lines met 
this day at 9:45 o’clock am. The Chairman, Mr. J. T. Richard, presided. 


Members present: Messrs. Armstrong, Barnett, Beaulé, Béchard, Cantin, 
Caron, Cowan, Crossman, Fisher, Hahn, Leblanc, Lessard (Saint-Henri), Mac- 
Ewan, Mackasey, Olson, Pascoe, Peters, Regan, Richard, Rock, Stenson, Tardif 
and Tucker—23. 


Witnesses: From the National Capital Commission: Lt. Gen. S. F. Clark, 
Chairman, and Mr. D. L. Macdonald. From the Canadian National Railways: 
Mr. J. W. G. Macdougall, Q.C., Solicitor General. From the Canadian Pacific 
Railways: Mr. K. D. M. Spence, Commission Council, and Mr. George Pogue. 


The Committee resumed its consideration of Bill S-33, An Act to incor- 
porate the Ottawa Terminal Railway Company. 


Clauses 1, 2 and 3 were adopted. 


Clause 4 was allowed to stand pending additional information from Mr. 
Macdonald. 


Clauses 5 and 6 were adopted. 
On Clause 7, Mr. Caron moved, seconded by Mr. Beaulé— 


That after the word “ten” in line 10 page 2, insert the words “at least 
two of which shall be French Canadians”. (Translation.) 


The Chairman put the question and the motion carried by a show of 
hands, Yeas: 8; Nays: 7. 


Clause 7 was adopted as amended. 
Clauses 8 and 9 were adopted. 


| At 12.30 o’clock p.m., the examination of the witnesses still continuing, 
the Chairman adjourned the Committee to Thursday, December 3, 1964, at 
9.30 a.m. 


D. E. Lévesque, 


Clerk of the Committee. 
) (Pro tem) 


Note—The evidence, adduced in French and translated into English, printed 
im this Issue, was recorded by an electronic recording apparatus, pursuant to a 
recommendation contained in the Seventh Report of the Special Committee on 
Procedure and Organization, presented and concurred in, on May 20, 1964. 
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EVIDENCE 


| TUESDAY, December 1, 1964. 

(Text) 

The CHAIRMAN: Gentlemen, we have a quorum. 

I am very hopeful that we can make some progress today with the bill 
_before us. I would remind the committee that this bill has to do with the incor- 
poration of a company to administer a terminal in Ottawa. Wherever the termi- 

nal may be located eventually, the terms of the incorporation apply. 

I hope that after what I would term the long discussion that we have 
already had on the proposed site—and some will call it the actual site—of 

the terminal in Ottawa we will not extend that discussion at too great a length 
but rather proceed to the articles of the bill, which do not deal with the loca- 
tion but, as I said before, with the administration of the terminal wherever 
it might be located. However, I am in the hands of the committee. 

: I know that before we proceed with the sections some members of the 
committee will have some questions to ask of the officers of the railway com- 
panies who were before us last Thursday, so I will call upon Mr. Macdougall 
‘and Mr. Spence to sit here. 

The meeting is open to questions. 

For the information of the committee, we are still on clause 1. 


Mr. BARNETT: Mr. Chairman, while I appreciate what you say about the 
‘technical situation as far as the bill is concerned, I would agree with you that 
the principle of the incorporation of the Terminal Railway Company is really 
“not in question. As far as I personally am concerned, I think it is quite evident 
‘from some of the questioning that took place in our earlier session that the 
main point of interest, at least as far as some of the members of the committee 
‘are concerned, is the question of location of a new station. 

I for one would like to take advantage of the opportunity of having heard 
from General Clark of the National Capital Commission and to take advantage 
of the fact that we have representatives of the railway companies here because 
I think their point of view on the matters involved should be important to the 
f committee. 

The CHAIRMAN: Will you go ahead, Mr. Barnett. 


Mr. BARNETT: I would like, quite frankly, to know something of the view- 
point of the railway companies on the proposed change which involves moving 
the railway station from what some of us think is a very convenient and 
central location for—according to figures that I have digested from the Senate 
committee evidence—a very large proportion of the travellers coming into 
Ottawa by rail. 

I have not the quotation before me, but certainly when this bill was up 
for second reading in the house I gained the impression from the Minister of 
Transport that the railway companies themselves were not originally very 
enthusiastic about the idea of having the terminal diverted from a central 
location. In fact, if I remember correctly, he used the term that it took a good 
deal of arm twisting of the railway companies to get them to agree to the 
arrangements which are outlined in the schedule to the bill. 

_ My primary interest is to find out what the railway companies feel about 
a. removal of the station from the point of view of their passenger business 
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and their viewpoint on its relevant convenience for passengers, and also to — 
know something of what would be the operating situation if, as some of us @ 
were suggesting or arguing the other day, provision were made for a new 
station, either an extension in effect of the proposed terminal or of the terminal ~ 
of the city for operation of railway passenger trains. 4a 

Some of us were raising questions as to why it would not be quite feasible 
and practicable to have a line or two, or whatever would be required, to bring ~ 
passenger trains into a terminal that could be incorporated in some of the new — 
buildings or in the buildings planned and proposed for the redevelopment ol 
this area. a 

I wonder if both the gentlemen who are here from the railway companies © 
will tell us something about their viewpoint on the question. a 

The CHAIRMAN: Mr. Spence, Mr. Macdougall, have you any comments to 


make on that? a 

Mr. K. D. M. SPENCE, Q.C. (Canadian Pacific Railway, Montreal): Mr. 
Macdougall explained at the last meeting the position of his company, and If 
think he could very well have spoken for both of us. s 

We were not dissatisfied with the location of the station where it is now 
but this matter was put up to us as the whole reorganization of the plan of the © 
city of Ottawa in the national interest, and Canadian Pacific certainly did not © 
feel that it should try to obstruct or block that in any way. - 

As the plan developed and was put before us we could see that there 
were advantages as well as disadvantages in the new location of the station. 
For example, one of those advantages is that it will cut 10 or 20 minutes off 
the time of our trains. The disadvantage of returning to the present location — 
would be that that time would have to be added to the schedules of our trains — 
and the trains would have to be turned and backed into the station or turned — 
when they came out of the station. 3 

We realized also that the highway development of the area was going to 
put the location of the new station in a very convenient and accessible spot 
from the surrounding parts of Ottawa. 4 

A large number of the office buildings and industries and so on are acces 7 
sible to the Queensway. The station will be right on the Queensway. With — 
those changes Hurdman might be a better location from the point of view 
of the whole general public of Ottawa than down in the congested part of the 
area where it is now. , 

We therefore tried to co-operate in every way we could thinking, as I sa i 
that there were advantages to balance the disadvantages; and we did not think 
we should obstruct the plan. ‘ 


Mr. BARNETT: I myself can see from the point of view of a resident of 
Ottawa that there might very well be some conveniences in the proposed new 
location, but the question in my mind—and it is indicated by the statement 
given in the evidence before the Senate—is that a very high proportion of the 
actual passengers travelling by train to Ottawa are people who come in from 
the outside to do business largely with various government offices. q 

Obviously, the major hotels are located close to the present terminal and 
there is a proposed large new hotel in that same area. It is obvious to me 
that it might suit the convenience and comfort of the very large proportion 
of railway passengers to be able to arrive at their hotel, as I suggested, in much 
the same way that passengers are able to arrive in the terminals in Montreal 
with the development that has been taking place there. 4 

I think this is a concern of some of us. Those of us who are members for 
other parts of the country I hope will not be overbalanced in our judgment by 
the fact that we also happen to be people who do our business in a location 
elose to the present station. ‘ 
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I am particularly interested in this matter of the comfort and convenience 
of passengers and therefore, I suggest, the relative attractiveness of rail traffic 
as against some other mode of traffic which at present exists because of the 
advantage of being able to step out of one’s plane and into one’s hotel. 


Mr. SPENCE: May I just say a few words before Mr. Macdougall speaks? 

I have not kept any statistics myself but I come to Ottawa very very 
frequently and I just wonder how many people do find this present location 
“more convenient. 

As I have stepped off the train I have watched to see where the people 
have been going. It does seem to me that the great proportion of the passengers 
after they come out of the gate turn to the right to the taxi stand or to the 
place where their own cars are parked. There are a few people who go across 
to the hotel; but I think the great majority go to the automobiles. 

At the new station there will be much more accommodation for parking of 
cars and better accommodation for taxis. Therefore, from my own observation 
I think it may be just as convenient, if not more convenient, for the public 
at the new location as it is at the present location. 

It is true that there will be a few people who will want to go to the Chateau 
and who will be unable to walk through the tunnel; they will have to take 
a taxi. However, the proportion of the people going to the tunnel and to taxis 
seems to be preponderantly in favour of those going to taxis. 


Mr. Cowan: What will be the comparison of cost? What will be the cost 
of taking a taxi at the station and going wherever you want to go as compared 
to the cost of getting in a taxi at Hurdman? They have a short haul from the 

central station but they will have a long haul from Hurdman’s bridge. 


Mr. J. W. G. MACDOUGALL, Q.C., (Canadian National Railways): I do not 
know that you can make such a statement categorically. 


Mr. Cowan: I did not make a statement; I asked a question. 


Mr. MAcDOUGALL: Well, I do not know that I would make the statement 

that because I was getting off at Hurdman’s bridge rather than at Union station 

I would always have a longer taxi ride or longer transportation requirements. 
| The point you have made, Mr. Barnett, is interesting because we are 
- concerned with the transport business and we are also concerned with the hotel 
_ business. 
| We were not enamoured of this idea when it was first proposed but it was 
_ proposed, and in examining the whole package our decision was that while 
there is good and bad in every major package one has to deal with, the problem 
is to weigh the good and bad, to weigh the complete thing and make the best 
‘decision in the circumstances. I think that is what was done. The railways 
were made whole in the working arrangement. 
In the Lou Cather study which was made in 1960 for the National Capital 
Commission in connection with whence people were coming and where they 
were going, a pretty good idea of people’s habits was given. Their finding was, 
you will remember, that of the total number of people coming to Ottawa 
approximately 8.7 per cent came by rail. That report gave the figure of 87.3 
“per cent coming by highway. 
Of course, we are interested in the rail people; that is our interest. There- 
fore we wanted to know where they were going, and they broke this down to 
‘show that of the rail passengers coming here 28 per cent who come into Union 
‘station walk to their destination. Presumably those are the people coming in to 
the centre of the city so-called, the core of the city, as they are walking to their 
destination. Probably there is another group of people who come into the 
centre of the city but on some wider periphery, and they might take a taxi. 
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The Cather report figure was 28 per cent of the people who came by rail 
walked from Union station; this was in 1960. 4 
Since that time, as you will recall, the Department of Public Works has 
moved to Confederation Heights; they were formerly here close to the centre. — 
The Post Office Department has moved to Confederation Heights and the 
Canadian Broadcasting Corporation has moved to Confederation Heights. The» 
Department of National Health and Welfare has moved to Tunney’s Pasture, and 
the Department of Agriculture is preparing to move from the present centre © 
so-called, farther out. 
We have come to the conclusion, therefore, that if we were to make this 
study today we would probably find that of the 28 per cent fewer would walk 
from Union station to their destination because we know that a great pre- 
ponderance of the people coming in by rail—I think somewhere around 50. 
per cent—were going to the Department of Public Works in respect of their 
daily business. | 
We have concluded that even the 1960 position, which was not too bad 
but nevertheless was not too favourable to us, has improved much in favour 
of the railroads because of the changes in the major departments which have 
moved away from the present centre, and we think we will perhaps be better 
oriented to the proposed new centre. Therefore our thinking has been that our 
position in this regard has improved. It was one of the things about which we 
were not too keen but we think it has improved because of the new location. 
It is true that the proposed station will be approximately two miles 
away from Confederation square by road. You have heard General Clark 
talk of the proposals in that regard. a 
The other disadvantage we feel is that there may be some adverse effect on 
the Chateau Laurier patronage. As far as the Chateau is concerned, in 1954 o r 
patronage by people arriving by rail was about 27 per cent of the total. We 
do not expect to lose much of this because we think it will be reasonably 
acceptable to the new station compared with the configuration that exists in 
other cities of the country, and we have provided additional parking in the 
rear of the Chateau Laurier. As you are aware, the over-all parking plan for 
the centre of the city contemplates additional space. So since our major — 
volume is coming by highway we think we will pick up more coming by 
highway. If we happen to lose a little by rail, we do not think we will lose 
too much. In the over-all view we think the Chateau will not be affected very 
much taking all the considerations, both road and rail, into account. 5 
There are some advantages that have to be considered at the new location. 
If you are thinking of the convenience of the person travelling by rail in 
a context of time rather than in one of miles or space, one advantage is th at 


the new station will be located, as General Clark said, just off the Queens- 
way and, as I understand the plan, the Queensway goes practically across the 
city of Ottawa. There will be good access north and south to the Queensway 
People coming to the station and going somewhere in Ottawa or people working 
or living in Ottawa and going to the station should generally have an easier 
access to and from the station than they have presently because they will be 
able to get to the Queensway and then directly at fairly rapid speed to the 
new station. a 

Another point is that we have parking space at the present station for five 
cars and we are providing parking space for 160 cars at the new location 
For the man who wants to drive to the station, take the train to Montreal and 
come back it will be possible to take his car to the station, park it, go on the 
train and come back to his car at the station. That will be convenient for the 
kind of commuter operation mentioned the other day for people wanting to 8 
quickly to Montreal from Ottawa; this will be easier from the new location. — 
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From the point of view of taxis and other transportation, the situation 


will be much easier at the new location; and it should be because we are plan- 
ning a new facility there. We will have at the new location a through train 


operation through our passenger terminal open at both ends. We will get rid 
of the stub end rail operation which necessitates backing in and out of the 
station as is the case now. This is an advantage which will help generally 
in our service to the public, and of course we will have up-to-date design and 


_ facilities of all kinds at the new location, which are always preferable to some- 
thing 40 or 50 years old. 


Taking all these things into account and thinking of our ability to serve 


_ the public and the ability of the public to get to and from the railway station, 
and considering the over-all effect on the hotel taking into account both the 
_ highway and the rail side, we have come to the conclusion that while originally 
_ we did not care for this move, with the changes taking place and with the move- 


ment of the centre of gravity of the city we are satisfied that we will not be 


_ adversely affected. We think the public will be perhaps better served than they 
are at present. 


_ (Translation) 


“ 


Mr. Caron: The people of Ottawa are the only ones who were taken into 
consideration. You gave no thought at all to the people of Hull and the rail- 


ways tend to reduce the passenger service in that way. The citizens of Hull 


will have much farther to go to get to the new station than now. What is the 


distance between the present station and the new one? 
#( Text) 


Mr. MacbDouGALL: About two miles from the present station to the new 


station. 


m( Translation) 


Mr. Caron: At least two miles. That means from four to five miles from 


i Hull to the new station, instead of two or two and a half which is a tremendous 


difference. It looks as if you want to do away with all the passenger trains 


between Maniwaki and Ottawa, between Portage-la-Prairie and Ottawa. There 


are only two trains left between Montreal and Ottawa, and I am wondering 
if you are not thinking of doing away with them soon and then the citizens of 
Hull will be so far away from the station that they will begin to wonder 
whether it would not be better to go by plane than by train. 


(Text) 


Mr. SPENCE: I think perhaps the answer should come from me because the 


operation on the north side of the Ottawa river, between Ottawa and Montreal, 
belongs to Canadian Pacific. It is true we have proposed to discontinue some 
| of our trains between Ottawa and Montreal via the north shore. I know that 
ho application has been made to discontinue all the services. The trains that 
are being better patronized are continuing to operate, and, as I said at the last 


meeting of this committee, we do not discontinue trains that are making money. 
For us, as long as they are patronized well and earn proper revenues, we are 
happy to keep them running. We have passenger facilities in Hull, and those 
facilities, I believe, under this plan are being improved and enlarged, and while 


Passengers may have to travel further to reach the Union station in Ottawa, they 
still have good passenger facilities in Hull itself. Of course, it depends on where 
you are going, but whether you are coming from Hull to the present Union sta- 


tion or to the new Union station, it is almost inevitable that you would use 


‘more transportation of some kind, and an extra two miles will not make too 
‘Much difference. Furthermore, there will be additional highway facilities from 


‘Hull to Ottawa which would make access easier than it is at present. 
é 
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(Translation) 
Mr. Caron: That is a considerable change from the Gréber plan which 
provided for a station in the west and another one in the east. The eastern — 
station, on the Hull side, would have had most trains and above all the fast 
trains between Ottawa, Hull and Montreal, because there are twenty miles 
less. At the present time all the fast trains are on the Ontario side. All we 
have is the slow train which stops at every station and that is why fewer people 
are taking it. I can understand the companies wanting to earn money with 
their passengers, but they should not forget that they make money with freight 
and other transportation. I quite understand that you can come to Ottawa with- 
out coming to Hull, but some trains should come to Hull. You should take it all” 
together, freight and passengers and see whether the company can earn money ; 
and not just take passengers on one side, and freight on the other. That is 
where I fail to understand the companies. I remember that in 1936 I said to. 
the vice-president of the Canadian Pacific in Montreal: “You should take over 
the bus services and road transport because you are being gypped”. And the 
vice-president of the Canadian Pacifie of those days said to me: “It is only a 
passing fancy”. Well if it was only a passing fancy he lacked judgment in those 
days, and they may well lack judgment at the present time. 4 


(Text) 
Mr. SPENCE: I do not know just what the question is. 


The CHAIRMAN: Have you any other questions, Mr. Caron? 


Mr. Caron: The question is this: We were speaking of losing money or 
of making money on the passenger service. I know you have to put the whole 
thing together; you have to put the freight and the passenger service together 
to see if you can make money or if you are losing money on the two services, 
not only on one because one is the complement of the other. I do not think 
railway companies have been created only to make money. They have also 
been created to give a service, and that is not what they are giving now. They 
are cutting down the service to the people just to make money on freight. I 
do not understand this and I do not see why they are doing that. ; 


Mr. SPENCE: We have been faced for years with criticism from the freight 
service that their rates were unnecessarily high because they were having to 
contribute to our losses in the passenger business. We have felt that the pas- 
senger business should stand on its own feet and that the freight business 
should also stand on its own feet. There was considerable justice in the com- 
plaint of the shippers that they should not have to subsidize the passenger? 
service. 7 

Mr. Caron: You say the freight charges are high? I do not think they 
are so high because in some cases you have reduced the freight so low that 
transport by road cannot compete. That does not mean the rates are too high 
If you take canned goods or beer, you can transport it cheaper by rail than 
by any other means such as by road transport. ¥ 


(Translation) . 
Mr. BEauLE: Mr. Chairman, I do not think it is in order to discuss freight 
transport; we are here to discuss a station. 


(Text) 

The CHAIRMAN: Mr. Caron, I think you were making a point at first a 
the fact that the new station was located far away. However, I am sure you 
would not want to get into a discussion of the freight rate and passenger 
services, which will come under another bill, Bill No. C-120, which will co me 


before the committee in the spring. These men are not qualified to dis 
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freight rates and passenger line abandonment services, et cetera. I would like 
you to relate your question to the bill, if you can. 


_ (Translation) 


Mr. Caron: Mr. Chairman, I maintain that that is because they are think- 
ing of taking out the train on the other side and sending it two miles away 
from Ottawa, and the people of Hull will have two or two and a half miles 


. more to travel and, from what they say, all because of the cost of freight. This 


has something to do with transport and I maintain that if such is the case I 
have the right to discuss the matter. That is why I have been trying to-day to 
find out what connection there was. They say that transporting freight is too 
expensive and I have proved to them that it is not too expensive because it 
is less expensive than highway transport. So all that is connected with transport. 


The CHAIRMAN: Mr. Caron, it was not the railway companies who decided 
to put the station there. It was the National Capital Commission who decided 
that. 


Mr. Caron: Maybe the National Capital Commission did decide that but 
it was after consulting the railway companies, therefore the companies had as 


‘much to say in the matter as the National Capital Commission. It was necessary 


to convince them that they should accept. 


The CHAIRMAN: Will you first address your questions to the witness so 
that he can answer you and so that we can decide where to locate the station. 


(Text) 


Mr. REGAN: Mr. Chairman, on a point of order, pursuant to what you 
have just said and in partial objection to the whole line of questioning we have 
heard from a number of the members of this committee, it appears to me that 
all this bill does is to set up an agreed method of carrying out decisions which 
have already been made in the past by bodies that have had the authority to 
make such a decision, and that this is merely setting up a method for carrying 
it out. I do not think that the objections here should deal with the location of 
the railway or with what lines are to be abandoned, but only with questions 
on whether this should be carried out by the setting up of a separate Ottawa 
terminal railway company. If we go beyond that, are we not actually out of 


order? 


The CHAIRMAN: I do not think that is the entire point, Mr. Regan. I did 


say at the opening this morning that in order to pass such a bill we should 


know something about the reasons why the station will be located at a certain 
site which has been agreed upon by the railways and the National Capital 
Commission. It is true I was hoping that as soon as possible we could dispose 


of a bill which is rather simple and which deals only with the administration 


of a terminal wherever it is located. I really think that the point we are 
making, or that some of the members are making, as to the advantages or 
disadvantages of the location at the present time are points which should be 
made in the house when that bill comes for approval. At the present we are 
only dealing with a bill which relates to the administration of the terminal. 


Mr. TarpIF: Mr. Chairman, I agree with Mr. Regan. Everything that we 
speak about which does not pertain to Bill No. S-33 is out of order. In no 
place in this bill do we deal with the location of the station, and in no place 
is the schedule of the trains or the cost of the freight dealt with here. This 
bill merely deals with a company for the administration of the station which 
is located in a spot which has already been agreed to by all the people who 
have the authority to do so. All the time which we waste on other things than 
that is purely a waste of time. 
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The CHAIRMAN: I would not say that. Under clause 9 there is a provision © 
for the company to acquire a railway located at a certain place in or about the 4 
city of Ottawa. I think we are getting along pretty well at this time and I do © 
not think we will succeed in limiting the discussion, providing it is orderly. © 
I think we have pretty well exhausted the subject. I would rather like to feel © 
that members have had the full opportunity to say what they have to say | 
on this subject of the location this morning, especially because of the fact 4 
that for seven or eight years we have not had the opportunity to discuss matters — 
which relate to actions taken by the National Capital Commission. I would not 
like some members to object directly to the line of questioning which has been ¥ 
taken by some of the members who, I think, have been pretty fair and have 4 
shown this morning that they are proceeding to the point where we may dispose ~ 
of that problem for the present and leave it to the house later. F 


Mr. BARNETT: I have one follow up question. It is a question which I - 
would like to have clarified. 7 


i 
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(Translation) 4 

Mr. BEAULE: Are we going to deal with the point of order or with the bill. — 
Some members have requested permission to speak and have not yet been — 
allowed to do so. q 

Mr. Lessarp (Saint-Henri): Mr. Chairman, I think you should decide 
whether or not you are going to allow Mr. Caron’s question. In my opinion © 
the price of transport has something to do with the matter. If you do not allow — 
Mr. Caron’s question, if we are only here to decide on the location and if we 
cannot make any comparisons, I see no purpose in discussing the matter. a 

The CHAIRMAN: I have not turned down anyone’s questions. 


Mr. Lessarp (Saint-Henri): You said it was out of order. a 
The CHAIRMAN: I merely told Mr. Caron that this was not the place to. 
discuss the abandonment of passenger services throughout Canada or freight 
transport, as these matters will be dealt with later on when we discuss Bill 
C-120. If Mr. Caron will limit himself to the problem insofar as it is related” 
to the Ottawa and Hull stations that will be quite in order— a 

Mr. Caron: And abandoning the lines on the Hull side— a 

The CHAIRMAN: Yes. 

Mr. Caron: And in the appendix you see— 


Mr. BEAULE: Mr. Chairman, on the same point of order— 


(Text) 
Mr. BARNETT: You must recognize me, Mr. Chairman. 
The CHAIRMAN: Mr. Beaulé is speaking on a point of order. 4G 
Mr. BagNetT: I am raising a point of order. I started my questions é ad 
I thought somebody wanted to get in a supplementary question. I have one more 
question to ask. o 
The CHAIRMAN: Mr. Beaulé is on a point of order. . 
Mr. BaRNETT: My point of order is that you should recognize me. The 


i 
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honourable member interrupted me before I asked my question and I would 
like to ask my question now. iM 
The CHAIRMAN: But he is on a point of order. 


(Translation) 

Mr. BEAuLE: Mr. Chairman, if you allow these questions to be discus 
here in relation to the bill, I think it is going to open too many doors and W 
shall spend too much time on the bill. If you are going to allow these questi ns 
then I shall have some to ask this afternoon about other matters concerning 
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the railways with regard to giving up trains, moving the stations, etc. I think 

we should keep to the bill but if you allow other questions I think I also 
have the right to ask the representatives of the Canadian Pacific some ques- 
tions concerning Quebec, because at the present time we are discussing Hull 
and I have some questions to ask about the city of Quebec. 


The CHAIRMAN: Very well, now, Mr. Beaulé. 


; Mr. Caron: Hull is closely connected to Ottawa; it is not the same thing 
as the city of Quebec. 


(Text) 


Mr. Barnett: Mr. Chairman, if I may say so, I think the question which 
I would like to have clarified has a direct relation not only to what I was 
asking earlier but to a question that came from the member from Hull and 
from others. I have not objected to this line of questioning. What I would like 
to have clarified, in view of the remarks made earlier by the railway repre- 
sentatives in respect to the proposed relocation of the station, is the respon- 
sibilities of the Ottawa Terminal Railway Company in relation to transportation 
from the station. Is this to be part of the responsibility of the company? Will 
transportation facilities directly to any point be operated by the Terminal 
Railway Company? As I understand it, it is directly related to the provisions 
of Clause 9 as set out. Will the C.N.R. run a direct service from the station 
to the Chateau Laurier? In other words, is it the responsibility of the proposed 
railway company, or do they anticipate establishing non-rail facilities for 
quick transportation of passengers from the train to any other point? 


The CHAIRMAN: Do you not think that this comes later in the bill under 
Clause 10(g)? 

Mr. BaRNETT: I realize that, but it seemed to me it could be dealt with 
perhaps while we are still on Clause 1. 

The CHAIRMAN: If you get into the question of the transportation which is 
dealt with under Clause 10(g), you will open up a whole new field. I would 
like to dispose of the first question which is before us now, dealing with the 
relocation of the station. 

Mr. Rock: Have you ruled on that point of order which was brought 
before us? I believe that we should discuss all the merits of this bill in general, 
and therefore I think Mr. Caron is in order in discussing parts of it directly 
or indirectly. I do not think we had a ruling from you. 

The CHAIRMAN: I told Mr. Caron that as long as he limited his questions 
to the railway transportation which exists now from Hull to the station in 
Ottawa, he is in order. 

Mr. Caron: And which may exist in the future. They are asking to cut off 
freight out of Montreal. 


The CHAIRMAN: Order, please. 


Mr. Rock: I was not finished with you yet, Mr. Chairman. I would also 
like to know who is next in the line of speakers. 


The CHAIRMAN: If the points of order are exhausted, you are the next one. 


Mr. Haun: May I ask a quick question on a point of order? Are we going 
to go through the agreement or the memorandum in the bill section by section, 
or, while we are on Clause 1, is this the time to ask questions that arise from it? 


The CHAIRMAN: We will go through the agreement clause by clause. 


| Mr. Cowan: Will the two lawyers be present while we are going through 
‘it clause by clause? Will they be here to answer questions? 


. The CHarrman: Yes. 
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Mr. Rocx: Mr. Chairman, I would like to ask Mr. Macdougall a few 
questions. First of all I would like to mention the fact that I asked the chair- 
man of the Capital Commission, General Clark, some questions as to the merits 
of the relocation of the station, I asked whether alternative plans were studied 
before the decision was taken to relocate the station. At a previous meeting — 
Mr. Peters brought up the point regarding steam engines. This got me to 
thinking as to the timing at which the decision was made. I understood this 
decision was made before General Clark became the chairman of the commis- 
sion. It was made around 1950, during the time of the steam engines. I can | 
understand that at that time many municipalities and many cities wanted to — 
get rid of a station in a central area where it caused a lot of smoke and steam. 
I would not be surprised if at that time the commission had the same thing 
in mind. I would like to know from Mr. Macdougall whether any study was 
made since that time on the matter of keeping the station in its present 
location, and whether the commission was asked to restudy their ideas. Today 
we have diesel engines, at least I think we have had them since 1957 or 1958. 
Since then the whole picture has changed. I would like to know whether the 
CPR. or the C.N.R. asked the commission to restudy the whole situation — 
because of the fact that steam engines are not in operation any more. k 

General Clark more or less stated that they had this in mind period, and 4 
they did not have any alternative plans. In other words, they did not have the q 
situation of having plan number one and, if this did not work, having plan ~ 
number two or plan number three or plan number four as alternatives. 

I would like to know from the two gentlemen from the Canadian Pacific q 
Railway and Canadian National Railways whether they produced any alterna- 4 
tive plans to the commission, or anything to that effect. q 

Mr. MacpoucaLL: My understanding of what took place is that the basic — 
decision to put the union station in the presently proposed new location was ~ 
made in about 1959. I do not recognize the date of 1950. Before that it seemed 4 
to me that the earlier plan, as I understood General Clark’s explanation, was © 
that the station was to be moved much farther out than presently proposed. — 
This was restudied by 1959, and it was then decided to put it in the presently © 
proposed new location. Of course, we had the diesels at that time. I do not think © 
there is anything of which I am aware which went back to the 1950 decision © 
which was based on factors at that time which have changed in ten years. . 

In accordance with our understanding, there was a re-examination some — 
time prior to 1959 and then a new decision was made at that time. { 


Mr. Rock: Yes, possibly the decision was made but I believe the commis- ~ 
sion itself had it in mind to move the station in 1950. I can understand when g 
you say the decision was made to move it away out at that time, and possibly © 
the reason was because of the smoke and dust and whatever nuisance trains © 
caused in those days. 

The CHaIRMAN: Mr. Rock, would you not like to put that question to Mra 
Macdonald of the National Capital Commission? “i 

Mr. Rock: No, because these questions have been more or less answered 4 
by them in the past and I want to know the story from Canadian National 
Railways and Canadian Pacific Railway. I want to know whether they made any — 
objection or whether they tried to bring any alternative plans to the com- — 
mission. a 

Mr. Chairman, you have to understand that even if the commission has an 
all-out plan to relocate the railway stations, I am sure that possibly Canadian — 
National Railways and the Canadian Pacific Railway had plans which they would P 
submit to the commission, or if they had any objection they possibly would sub- — 
mit that. For instance, what brought about the decision to move the central — 
station closer to the city than had originally been intended? The first plan was to 
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move it away out to Walkley road, and now the plan is to move it close to Alta 
Vista. Therefore some change was made. What was the reason for this change? 


Mr. TarpiF: In answer to that may I say that, though I should not be an- 
swering the question, I was on the planning board at that time and the principal 
reason for moving the station was to eliminate 70 level crossings. 


Mr. PETERS: That does not explain why it was brought back. 


Mr. TARDIF: It was not smoke or anything else; it was a matter of the level 
_ crossings. 


Mr. MacpouGa.L.: The original plan, as I understand it, was one of city 
planning or town planning in the capital city of Ottawa, and one of the major 
purposes was to eliminate the multiplicity of level crossings. The original 
decision was to go much farther out to the Walkley road area and then, follow- 
ing developments and further study in 1959, it was decided to bring the station 
in. All the factors were considered at that time by everybody concerned. That 
_is the sum and substance of it. 


Mr. Rock: Can you give a summary of the reasons for which they moved 
it back from Walkley road? 


Mr. MACDOUGALL: I think General Clark gave that in detail. 


Mr. TarpiF: I was chairman of the planning board at that time in 1959 
and I can tell you that the reason it was brought nearer was because it was 
‘possible to eliminate the 70 level crossings while at the same time having 
it nearer the town. There was also the fact that the road situation to the centre 
of town would be a lot easier because it would be possible to make a four line 
highway directly into the heart of the city. 


Mr. PETERS: May I ask a supplementary question? Was there any reason 
for not planning it to eliminate all the level crossings? 


The CHAIRMAN: Order, order. Are we going to put Mr. Tardif on the 
Witness stand? 


Mr. Tarpir: I wish you would. 


Mr. Rock: I am satisfied with the explanations. General Clark did mention 
the fact that this was more centrally located. He mentioned that this was where 
the Queensway was to be cut through and the fact that the accumulation of 
traffic would be centred on the main highway, which is the Queensway. This 
was one of the main reasons why they brought the station closer; it was to be 
closer to the main highway where most of the traffic would have easier access 
to the station. Therefore I am very satisfied with the answer. 


The CHAIRMAN: Are there any other questions? 


Mr. PETERS: I have just one question. 

The railways must have some plan; they have a plan for abandonment of 
railways and a number of other things. Is this business of moving the railways 
out of the city into a suburb, or even farther out, a program of the railways? 


Mr. MAcDOUGALL: No, as far as Canadian National Railways are concerned 
[ do not think we have any over-all program of this kind, but individual cases 
are dealt with on their own merits, and I mention Saskatoon as an instance of 
a place where we have redeveloped our station property. 

This is something we have engaged in a good deal across the country, and 
we have tried to get private industry interested in property we have in the 
centre of the city in order that relocation may take place in urban areas. We 
1ave moved the station some distance from the centre of the city of Saskatoon 
und redevelopment is going on in the centre of the city, much as in Montreal 
ind in Moncton, New Brunswick, and various other areas. We are certainly 
terested in our urban areas if we can find good passenger facilities. 
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Mr. Perers: Your passenger service is consolidated. 

Mr. MacpouGcaLu: I am not sure that I understand what you mean by 
consolidated. “ 

Mr. Perers: You do not need as big a station as you used to need. a 


Mr. MacDOUGALL: In many cases no. 


Mr. Peters: Could you tell us offhand how much money and consideration q 
you obtained from the National Capital Commission for agreeing to this plan? 7 


Mr. MacpouGALL: I could not answer that. 
Mr. Peters: Was it extensive? 4 


Mr. MacpouGaLL: The basic premise has been maintained that we have © 
been made whole, and this is a combination of a number of things. It is difficult q 
to. put a figure on it. a 

Mr. PETERS: You have valuable properties with the 10 or 12 lines running © 
through the city. For this you must have obtained a considerable amount of — 
cash. It must have cost the Canadian government—not necessarily the city of — 
Ottawa but the Canadian government—considerable money to pick up your 
holdings in the lines. q 

Mr. MacpoucaALL: We have received some benefits and we have given © 
some of our facilities to the National Capital Commission. We have been made — 
whole on the complete deal. I do not know that we have exacted more than our — 


due and I do not think we have got more than our due. 4 
Mr. Peters: You cannot give any figure? ) 
Mr. MacpouGa..: No. 

Mr. Peters: Can you, Mr. Spence? 

Mr. SPENCE: No. P 

Mr. Peters: Why can you not give any figure? You are putting in a com-_ 
pletely new line and you know how much it costs; you know how much the | 
station facilities mean to you; you know how much property you had before. » 

This has all been evaluated by the National Capital Commission, I am sure. 

Why can the committee not be told in exact figures what the deal was? This 

must have been a very interesting arrangement. i, 
Mr. Macpoucatu: I can make one comment on it. If you look at the agree- 

ment and at the whole of the arrangement, not only land transfers but property 

transfers, you will realise that values have had to be put on old things and | 
new things. It is a very complicated rather than a very simple calculation to: 
arrive at the plusses and minuses. ‘ 

Mr. Peters: I am not suggesting it is simple, but knowing the railways 
and the computer systems they have I know they must be able to arrive at a 
balance in the end. a 


Mr. MacpouGa..L: That is the explanation. a 
Mr. PETERS: It is the explanation but it is not an answer. in ' 
The CHAIRMAN: Maybe you can ask General Clark when we call him. 


Mr. Rock: I would like to make a little comment. o 

The Canadian Pacific Railway and Canadian National Railways usually, 
as Mr. Macdougall says, have no general plan of changes but I must say they | 
do co-operate with any municipality whenever a change is to be made. Within 
the city of Lachine, for instance, when there were relocations for a humpyara 
there was complete co-operation between the Canadian Pacific Railway ant 
Canadian National Railways and the local city authorities, and I think they are 
doing the same thing here with the city of Ottawa. a 
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4 Mr. REGAN: Perhaps I am dealing in repetition, Mr. Macdougall, but I 
_ would like to clarify for the benefit of all the committee, since we are dis- 
q cussing this aspect of it, and say that I presume in deciding upon the location 
_ of the new station there were consultations between the railways and the 
National Capital Commission. Is that accurate? 


Mr. MACDOUGALL: Yes. 


: 


Mr. REGAN: I also presume that in determining the location you took into 
- consideration accessibility to the largest portion of the population in the Ottawa 
area and that the Queensway passing by was a factor in the location. 


Mr. MacbDOuUGALL: I am sure that was so. 


Mr. REGAN: I also presume that your railway would have had considerable 
_ experience in determining accessibility and the best locations from that point 
_ of view in other cities where you have made changes; is that accurate? 


Mr. MACDOUGALL: Yes, we have studied the same problem in other loca- 
tions. 


conclusion that the new location of the station is much better from the point 


_of view of getting to the station for the great mass of the population of this city 
than the present location? 


L Mr. MacpouGauu: I think when you think of it in terms of time and 
_ compensation at the station that is quite right. It should be easier for people 
_to get to it and from it and to move about the station when they get there. 
mit is not going to be so confined; there will be more space to manoeuvre at the 
| station and it will be easier to ‘get to and from it. 


Mr. REGAN: In other words, having the station in the heart of the down- 
_town business district as in the present situation—not recognizing the manner 
in which this city has grown and is likely to continue to grow—would be 
like having a station in London alongside Buckingham Palace? 


in the centre of the eit it is the best location for all the people who use the 
railway. 


(Translation) 


Mr. BEAULE: Mr. inne we have been allowed to talk about Saskatoon 
and Lachine and I hope you will allow me to talk about Quebec too. But before 
‘doing so I would like to ask Mr. Macdougall if he intends to establish a service 
like the one at the airports to carry passengers from the station to the centre 
of the city at a reasonable price. 

The CHAIRMAN: Where? 


Mr. BEAULE: At the new station here in Ottawa. 


(Text) 
Mr. MACDOUGALL: I do not think it is the normal practice of the railway to 


provide free transportation for its passengers from the railway terminal to any 
‘particular point. 


(Translation) 


Mr. BEAULE: Mr. Chairman, I did not say anything about free transporta- 
tion. I asked that a transport system be established at the station in the centre 
of the city, such as there is at the airports, at a minimum price. 


The CHAIRMAN: Mr. Beaulé, other members have asked the same question. 
T referred them to section 10 HS we shall deal with later on. 
21238—2 
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Mr. Recan: On the basis of your experience would you agree with my 


Mr. MAcDOUGALL: It does not necessarily mean that because a station is’ 
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Mr. Beauté: I have not finished, Mr. Chairman, I have some other ques- 
tions. A moment ago the representative of the Canadian Pacific spoke of a — 
parking lot for passengers. Is that parking lot going to be managed by private 
enterprise or will it belong to the company? ; 
The CHAIRMAN: That also comes under section 10: powers of the company. 

Mr. Beaule. 
; 

: 

2 


Mr. BEAULE: One other question Mr.... A while ago we were discussing © 
level crossings, etc. for that station...Have you any other projects? For 
example, have you spoken to the city of Quebec about eliminating level cross- q 
ings. Is any thought being given to building a station outside the city. The 
problem is just as serious as here in Ottawa. 


(Text) 


Mr. MacpoucaLL: Well, Mr. Beaulé, I spoke about Saskatoon because it® 
came immediately to my mind. There may be others but this always, of course, ~ 
depends upon the planning between the railway company and the municipali-— 
ties concerned, and the interest the public may show in the lands that we may — 
hold in the centre of a city for redevelopment purposes. 

In many areas we invite people to come forward and to ‘carry out) Tes 
development programs but these, of course, must take place in a manner which : 


ge ne, ee a SG. 


is consonant with our ability to give service to the public. , 
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So just where this will happen in the future, I do not know; but our policy - 
is that where we can redevelop our properties in urban areas, we endeavour — 
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to do so. 


(Translation) 4 
Mr. BEAULE: Mr. Chairman, I have another question. We have talked al 
lot about railways, transport etc. I am now thinking of the employees. If the 
station is relocated outside the city would it involve a lot of layoffs? , 
The CHAIRMAN: That matter was discussed at the other meeting, Mr 
Beaulé. i 
Mr. BEAULE: Mr. Chairman, as I did not attend the other meetings, I was | 
sent abroad, I think I am entitled to an answer from one of the witnesses. ; 


(Text) 


Mr. Macpoucatu: This is the point that was raised before. I have explained 
with respect to employees that we follow the practice here that we follow 
elsewhere of dealing with the authorized representatives of the employees to 
make detailed arrangements about the setting up of a new organization when 
this occurs. ; 

We have held meetings already with the organizations of the employees in 
the Ottawa area. We have discussed with them our plans as far as we know 
them, but we have had to tell them, quite naturally, that we only have gone 
so far as to ask for the incorporation of the new company. It has not been 
approved yet; we have not had time to deal with them in detail about who is. 
going to work in the new terminal and just how it is going to be manned. This 
will take place over the next two or three years. » 


We have started formal discussions with the employees and there will have 
to be discussions between the Canadian National Railways and the Canadian 
Pacific Railway as well about how the new organization is going to work out. 
But this has worked out very satisfactorily, if I may say so. The employees’ 
representative organizations are quite satisfied with the manner in which it 
has proceeded to date. 


#1 


i 
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(Translation) 

Mr. BEAULE: I would like you to see the employees’ point of view and 
not only that of the union leaders. You would get the employees complaints in 
that case, and not just the opinions of the union leaders. 


(Text) 


Mr. MAcDOUGALL: Our interest, of course, is the employees, but our practice 


; has been for many, many years to deal with the employees and their interests 


through their authorized representatives who are elected by them to come and 


bargain on their behalf with us. 


We deal with them and we have found that, in the main, it has worked— 


and very well, I think—for both sides. 


Mr. MackaseEy: Earlier, Mr. Chairman, the representatives of Canadian 
National Railways were discussing or answering some of Mr. Regan’s very 
excellent questions. They were asked about concentration of population. I 
think you hesitated at that point and Mr. Regan obligingly swung to the story 


of the Queensway. 


Is the new location actually the centre of concentration of population at 
the present time? 


Mr. MacDouGAaLi: Well, I think the explanation that I gave earlier to Mr. 


Barnett was on that point. The studies made in 1960 indicated that of the 


| people coming in on our trains to the centre of the city, approximately 28 per 


cent were walking to their destinations. 


So, presumably, those people were coming to the centre of their area of 


interest. The bulk of those people were coming to the Department of Public 
Works. Since 1960 that Department has moved out of this area as has the Post 
Office, the C.B.C. and the Department of Health and Welfare. Agriculture is 
also preparing to move. 


So looking at that whole picture, we feel that far fewer than 28 per 


cent of our rail passengers who are still coming into Union station are walking. 


Mr. Mackasrey: How much closer will this new station be to the Depart- 


Ment of Public Works, for instance? 


Mr. MAcDOUGALL: Well, others would know that better than I. It is con- 


siderably closer. 


Mr. Mackasey: You talk about time and accommodation. Are you talking 
about time in the sense that it is easier to get to and fro on the new roads? 


Mr. MACDOUGALL: Yes. 
Mr. Mackasey: Will new roads not improve it? 


Mr. MackasrEy: Are you hoping that people will go to the station in their 
wn automobiles and leave them there while they take the train, and until they 
some back again? 

Mr. MAcDOUGALL: This happens in other areas if facilities are there, and 
ft is convenient for people to do SO, yes. 


Mr. MAcKASEY: Does this not also happen in the case of the air lines? 


Mr. MacDOUGALL: Yes, this happens in the case of the railways and the air 
ines as well. 


Mr. MackAsey: Is it not a fact that the railway is more convenient in most 
nstances, because railways usually run into the heart of the city, and that this 
2123823 
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has been one of their selling points not only in Ottawa but Btseninered One | 


of your selling points has been the fact that the railway gets you into the city | 
while the air line does not. 


Mr. MAcDOUGALL: Yes. 
Mr. MacKasEY: Then are you not contradicting that theory? 
Mr. MacpouGaLL: We do not believe this is so. We think the fact that the © 


centre of gravity that has occurred and is occurring will not put us in that. j 
position. We think we will be fairly within the centre of things in the new loca-_— 


tion. 
Mr. Mackasry: You feel you will still be at the centre? 
Mr. MAcDOUGALL: Yes. 


a 


“t 


; 
4 


Mr. MacKkasrey: Most members of parliament for some strange reason take a 


cab from the present Union station up to parliament hill. y 

Mr. Cowan: I would like to comment on Mr. Macdougall’s evidence. I was | 
born in Ottawa and I feel I know something about this city. But you gentlemen | 
keep talking about the centre of gravity, and the centre of Ottawa moving 


out, just because the C.B.C. and the Post Office have moved to the outskirts. 


Does Gen. Clark not give some consideration to the great growth in Hu F 


and in the Gatineau district? I have seen Hull magnified many times in the j 


past number of years. I can remember when the Union station and the Chateau 4 
Laurier were opened, when it was said that they were in the centre of pop- 
ulation of Ottawa and district. a 
Let us remember that there is more here than just the city of Ottawa. 
I have disembarked from a train at Ottawa and gone to Hull to do business: 
with the Woods Manufacturing Company, and with the printing bureau ir 
Hull, or to Gatineau to do business with the International Pulp and Paper 
Company. Perhaps I should not have done so; perhaps rather I should have got 
out at Confederation Heights to see the new Post Office Department which is to 
be considered as the centre of population of the Ottawa district. A 


Mr. MacpouGaLL: You must know even better than I do the general plan 
for the city of Ottawa, not only in the building of the Queensway but of other 
highways as well, to provide a network of roads. We feel that from the point | 
of view of time and ease of access the new station location will not be dis- | 
advantageous for the whole area of the city of Ottawa. We think probably, 
because accommodation will be available there not only for private cars bu 
also for public conveniences and so on, that the highway network to be forme 

will prove to be pretty reasonable A cpmriodenion for the whole area. 


d 


Mr. Caron: How much would it cost to go by taxi from the new station a 
to Gamelin boulevard in Hull, which is five miles away from the new station 1 
or the new location? 


Mr. MAcDOUGALL: I cannot say. 


Mr. Caron: I suggest it would be around $5, and this cost would have © 
be borne by the citizens of Hull, because nobody takes care of the city of 
Hull—the National Capital Commission, the railways, nor anybody else. The) 
just look at the city of Ottawa and they do not care for the rest OL fit. at 
is what I do not like. q 


Clauses 2, 3 and 4 agreed to. 


(Translation) a 


Mr. Caron: The registered capital, does the government pay the registe 
capital of $30,000,000? i 


hi ies | 
{ 
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7 The CHAIRMAN: Would you mind asking your question of the witness? 
a Mr. Caron: To whom? 


a The CHAIRMAN: To the witness. 

iM Mr. Caron: I thought I did. 

a The CHAIRMAN: I mean Mr. Macdougall. 

ie Mr. Caron: The amount stated there as paid by the government | is $30 
by million. 


a. Mr. MAcDouGALL: No, the $30 million generally represents the capital 
- value of the property that is being transferred to the Ottawa Terminal Rail- 
- way Company by the Canadian Pacific, or the Canadian National, or the 
_ National Capital Commission, on behalf of the Canadian National or the Cana- 
dian Pacifie. There is no cash being put in by the government. This figure is 
‘ arrived at by calculating the capital value of the assets which will be pleted 
_ in the hands of the Ottawa Terminal Railway Company. | 
Mr. CARon: That would be the amount given by the national railways? 
Mr. MacbouGAa..t: That is right. 
Mr. Caron: Would it not be $30 million? 
| Mr. MacpouGa.i: I would have to check on it. I do not have the figure at 
| my finger tips. I am afraid I have not got the breakdown of it in detail. 


iH ( Translation) 


Mr. BEAULE: Mr. Chairman, on a point of order, I think this is important. 
y there must surely be figures. It is the most important item in the bill. 


The CHAIRMAN: Yes. 


| (Text) 


ng Of course Gen. Clark should have those figures. I think it is very important. 
I refer to the breakdown of the $30 million. 


‘ Lt. GENERAL S. F. CLARK (Chairman, National Capital Commission) : We 
-eannot produce that figure. 


Mr. PETERS: I move adjournment until they get it. 


| (Translation) 


Mr. BEAULE: If you do not have any figures we cannot pass the bill, that 
would be impossible. 


i 
‘ 
| (Text) 
| The CHAIRMAN: General Clark. 


Mr. CLARK: Mr. Chairman, I have the amount of capitalization set up for 
this company by the railways themselves, according to the railway figures, 
| not commission figures. The amount at Hanes they capitalize the value, and 
| the estimate of their value is as follows. If you wish it, a member of my 
| | staff might give you the values of the land being transferred from the com- 
| mission to the railways and particularly from the railways to the commission. 


| Mr. HAHN: On this point of order, it seems to me that the financial aspects 
/ of the transaction concerned with the two railways should be given to us Ye) 
| that we might have a rough idea of the values of the properties transferred to 
each railway company and put into this new corporation, in addition to what 
each of the railways has acquired and given back to the National Capital 
Commission, having regard to certain properties. We should have the two 
sides of the Peattion so that we might have some idea of the total proportion 
of the value that each of the three partners is putting into it. 


1 
1K 
) 


a 
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The CHAIRMAN: I agree. I know that is what the committee wants, and — 
I am sure that these figures will be made available. q 
Mr. Cuark: Mr. Macdonald of the National Capital Commission staff can — 
give you figures of the transfer from his own point of view or that of the — 
National Capital Commission. 7 
The CHAIRMAN: Very well. i 
Mr. Rock: I believe you are paying a lot more of the costs than required 
by the agreement which is to be found at the back of the bill. It seems to me f 
that the commission is paying the full shot of the transfers and everything. — 
When you give us the figures, I think you should give us the figure the National — 
Capital Commission is going to pay. y 
The CHarrMAN: Ask your question of Mr. Macdonald when he is on the ~ 
stand. 
Mr. Rock: No, I would prefer to ask it of the Chairman of the National — 
Capital Commission. ’ 
Mr. Haun: How can we question figures before we get them? 
The CHAIRMAN: Let us wait until Mr. Macdonald gives his figures. ; 
Mr. OLSON: We want to know the total costs of making this transfer, — 
whether it be through the federal government, through the National Capital — 
Commission, through the Canadian National Railways, through any other — 
branch of the federal government, or even through the Canadian Pacific Rail- P 
way. When we consider the whole transfer, we want to know the costs of all | 
the contributions that will be paid, so that we may know how big the shot by 
is when we have to pay it. a 
The CHAIRMAN: You will not find out until you start at least with the ; 
National Capital Commission and let them give the figures. We can go on ~ 
from there. Nobody is limiting any questions at the present time. 4 
Mr. Ouson: I want to make it clear that we want to know the aggregate 
of the contributions. _ 
Mr. Rocx: Thank you for coming to my aid, because I was put out of order 4 
by somebody when I thought that I was quite in order. } 


Mr. Perers: Are these figures available in the form suggested by Mr. — 
Clark? 4 
Mr. CiarK: Mr. Macdonald will be able to give you the costs of the reloca-_ 3 
tion plan to the National Capital Commission, and also the value of the proper= 
ties that the commission is receiving from the railways. a 
So far as I am aware the National Capital Commission is paying all the q 


ae exceptions to this, as in the case of a grade crossing ordered by the board. y 
of transport commissioners, in which the board itself pays a certain amount of t 
money out of the grade crossing fund to any new grade separated crossing s 
when it is built by either railway. So I think the figures would form a very © 
comprehensive review of the question that was raised. ; 


(Translation) 


Pacific here, what is the approximate amount the Canadian Pacific intends to. 
invest in movables or property in connection with— ; 


The CHAIRMAN: Mr. Beaulé, let us proceed first with the National Capital 
Commission which will give you figures. it 


Mr. BEAULE: Yes, but meanwhile— 
The CHAIRMAN: He is here. Mr. Macdonald is here as a witness. 


-_ 
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(Text) 


Mr. D. L. MacponaLp (National Capital Commission): Mr. Chairman, this 
is a fairly complicated number of figures that I have before me to put before 
you. With the permission of the committee I would like to handle it by first giv- 


_ ing the National Capital Commission’s total cost of the project, and then the 


pe clear? 


figures indicating the market value of the lands as distinct from the values 
which were used. And then we have figures of the contributions to the project 
‘by the National Capital Commission, the Canadian Pacific Railway, and Cana- 
dian National Railways, and what the purpose is. Is that the information you 
wish? 

The CHAIRMAN: Yes. 


Mr. MAcDONALD: The total cost to the National Capital Commission is 
$22,425,000 for construction. 


The CHAIRMAN: It is for the construction of what? Would you make that 


Mr. MAcpDONALD: It is for the construction of the following items: the 


_ Prescott subdivision and grade revisions, $3,900,000; the new railway station 
with its ancillary buildings, $6,500,000; the Walkley road yards, $4,200,000; 
| merchandise terminals at Hurdman’s bridge, $2,000,000; necessary communica- 

_ tions with which to operate these railways, and telecommunications, $1,500,000; 


track connections, $800,000; signal system, $3,000,000 and the various over- 


_ Passes in the Hurdman’s bridge area, $425,000. As well there are payments to 


_ the Canadian National Railways for the Union station in the sum of $2,900,000; 

running rights on the Beechburg subdivision, $950,000; and for land between 
_the Rideau River and Rideau street, comprising approximately 78 acres, includ- 
_ing some land leases from the crown, $1,600,000. 


Mr. Caron: Is that included in the $30 million? 

The CHAIRMAN: That is included in the $22 million. 

Mr. MacDoNaLD: That makes a grand total of $27,875,000. 
Mr. Caron: The first figure you gave us was $22,425,000. 
Mr. MACDONALD: Yes. 

Mr. Caron: And this is another $27 million? 


Mr. MACDONALD: I am sorry that I was not clear. The $22,425,000 included 
the amount for construction which I itemized as being the Prescott subdivision, 
the railway station, the Walkley yards, merchandise terminals, telecommunica- 
tions, track connection, signal system, and overpasses at Hurdman’s bridge. 
| These payments to Canadian National Railways made the difference and 
| brought the total up to $27,875,000. The values of the lands being acquired from 
Canadian National Railways and the Canadian Pacific Railway on the basis 
of their market value are as follows: Railway rights of way which we have 
| received from the Canadian Pacific Railway and comprising 155 acres total 
) $7,260,000. These lands are located on the right of way from Bell’s Corners to 
LeBreton flats, which is the railway line running along the Ottawa river. Then 
|the Sussez street line from Bank street and including lands opposite the 
\National Research Council, namely 44 acres, and some land from the Rideau 
/River to Mann avenue. This is the approach to the present station, and also 
from the present station to Brewery creek in Hull; that is across the bridge, 
and to the station in Hull. These properties total $7 ,260,000, at a good conserva- 
}tive market value estimate. 
: Railway rights of way being received as part of this over-all transaction 


from the Canadian National Railways comprise 217.49 acres; these include 
100 acres being the former cross-town track and these have already been con- 
structed and the Queensway, and additional land for the Pretoria bridge of some 
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27.76 acres from Mann avenue to Rideau street. This is eremely emer and 
For the purpose of making up this total it has been up at $6 a square foot. The y 
adjacent properties in that area are selling as high as $40 a square foot, and — 
the value which we received for these lands from our economic consultant was | 
$15 a square foot. There are 46 acres from the C.N.R. from Mann Avenue to the| q 
Rideau river, and east of the Rideau river an additional 24 acres. The land from | 
the C.N.R. is valued at $18,656,000. I might say that I mentioned a payment to } 
the C.N.R. of $1,600,000, and this was used to pay the ‘C/N CR for part: or theg 
land in the immediate station area. 
Mr. Rock: I am not clear on that. You mean you have land valued at $18 4 
million and you are only paying them $1 million for it? 
Mr. MaAcponaLp: C.N.R. is being paid $1,600,000 for land which we value 
at $18,656,000. I mentioned that the N.C.C. was paying $22,425,000 as its con-— 7 
tribution to the construction cost of setting up the new railway scheme, which - 
offsets the property cost discrepancy to which you referred. 
Mr. OLson: What about the value of land that the N.C.C. is providing for 
new sites for the railway lines and the station? t 
Mr. MacpoNnaLpD: May I just finish with these figures and then I will come 
back to that question? | 
There was additional land to the land mentioned which the commission is” 
receiving as part of this transaction. In the LeBreton flats, which is the Ottawa 
west yards of the C.P.R., there are 60 acres which we value at something around } 
$6 million. In the LeBreton flats 11 acres are being received from the C.N.R.- 
which we value at $1,100,000, and the Boteler triangle at Sussex street yards, } 
which contains 40 acres, is valued at $1,120,000. This makes a total of receipts © 
in market value of land of $34,136,000. 
An hon. Memper: I do not think these figures would be so complicated it 
you were clearer. You told us the land was 155 acres. Does that include all the 
properties you are acquiring in the Ottawa area? You said C.P.R. have 155 acres: 
at $7,260,000. a 
Mr. Macponap: The total from the C.P.R. was the railway rights of way 
which I specified, plus the LeBreton flats lands, which is 60 acres, and the 
Boteler street lands of the Sussex street yard, which is 14 acres. gy 
Mr. Cowan: I am glad you said “plus” just now. | 
Mr. PETERS: Is that added to the cost, that is to the $7 million? 
Mr. MACDONALD: Yes. 
Mr. PETERS: What is the total of the Canadian Pacific Railway? 
Mr. Caron: Is that the total of Canadian National Railway? q 
Mr. Macponatp: The total from the Canadian Pacific Railway is $7,260, 00 0 
for the railway rights of way, plus $6 million for the LeBreton flats, plus $1, 120,- 
000 for the Sussex street yards. q 


(Translation) { | | 


Mr. Caron: Mr. Chairman, I suggest these figures should be mimeographed 
for the next meeting on Thursday morning. The explanations are so involved 
that it is really impossible to grasp the entire project. If the figures could be 
mimeographed we would have all the details and could study them before the | 
meetings. 

Mr. Brautt: Mr. Chairman, I agree with my friend Mr. Caron that it 
should be moved and put to the vote. a 

The CHAIRMAN: I would like to ask the committee whether it is their wi sh 
that these figures be put in mimeographed form to be distributed to the com- 
mittee before the next meeting on Thursday? _ 
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: Mr. PETERS: I would also think that the committee should have the assistance 
of an accountant to tell us what they stand for. This is a very large sum of 
: ‘money which is being transferred, and I believe we have an obligation to 
a make sure that the figures are in order. I would suggest the committee should 
oe have the services of an accountant acting on our behalf. I am certainly not in 
: a position to even comment on those figures. I do not think I have even the 
totals. ; 


2 The CHAIRMAN: I do not think we have the authority to do that at the 
- present time, but in any event I think we should have the figures before us on 
_ Thursday to find out if we need any assistance. Let us leave it at that. 


‘ Mr. PETERS: Personally, I am already in trouble. 

Mr. Caron: Do we not have the power to hire an accountant? 

ir The CHAIRMAN: No. 

i Mr. Caron: We have the power to call witnesses. Can we call an accountant 
as our witness? 


ia Mr. Rock: I do not think an accountant is going to help. An accountant 
he can only check on those figures. 
e Mr. Caron: We want to know what they are. We want to understand them. 


m The CHAIRMAN: Let us wait until we get the figures, and the steering 
| committee can then decide. 


Shall we let this gentleman finish with his figures? Those figures are not 
i SO bad. 


ie E Translation) 


Mr. BEAULE: Mr. Chairman, I have a question for Mr. Macdonald. This is 
in order, Mr. Chairman. It is just a question regarding the land he men- 
| _ tioned. The figure— 

The CHAIRMAN: He has not finished his report. 


Mr. BEAULE: No, but with regard to the land belonging to the Canadian 
| National and the Canadian Pacific, I would like to know whether any buildings 
on that land have been Honsterred to the National Capital Commission. Do you 
| have the figures for the cost of the station? 


| (Text) 
_ the CHAIRMAN: Mr. Macdonald, you mention land; do these figures include 


| Mr. MAcDONALD: Goneie speaking the lands which have been referred 
|to are without buildings, except for the Union station and its buildings. 
| The CHAIRMAN: One moment, Mr. Beaulé. Mr. Macdonald, are you through 
| ‘with your figures? 
Mr. MacDONALD: Mr. Chairman, if the committee wishes the figures on the 
“respective contributions to the eee of the National Capital Commission, 
the Canadian Pacific Railway and the Canadian National Railway, I have them 
before me. They are quite complicated. | 
Mr. Cowan: I would like to know what is the value of the Canadian Pacific 
Railway lands and Canadian National Railway lands before the National 
Capital Commission was ever created. We want to see if the Canadian National 
) Railway are getting a fair deal in this. Clause 15 speaks about the two railway 
‘companies having half interests in the company. I want to know whether they 
contribute to the half interest before they get the interest in this company. 
Mr. OLSON: What is the value of the land which the National Capital 
}Commission is providing for the new complex? 


The CHAIRMAN: That is also what I have been waiting for. 
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(Translation) | 

Mr. BEAULE: Two questions have been asked. Mr. Cowan asked a question — 
and did not get an answer. Mr. Olson also asked a question but did not get an © 
answer, therefore, is he answering Mr. Cowan or Mr. Olson? 2 


The CHAIRMAN: Mr. Cowan got his answer. 
Mr. BEAuLE: Mr. Cowan did not get an answer. 


(Text) 
The CHAIRMAN: Did you get your answer, Mr. Cowan? 


Mr. Cowan: Let me say this, Mr. Chairman, I did not expect an answer. { 


Mr. Tarpir: Then you are not disappointed. 4 
The CHAIRMAN: I suggested to the committee that Mr. Macdonald should > 
be allowed to complete his figures, and then he can be questioned on his a 


statement. a 
Mr. Peters: I would appreciate it if we had those figures prepared before { 
our next meeting. 7 
The CuairMAN: That has been agreed upon. q 
Mr. MacponaLD: Would you like me to proceed with this major statement? § 


The CHAIRMAN: Yes. a 
Mr. Macponatp: The value of the assets, in the agreement between the q 
National Capital Commission, the Canadian National Railways and the Cana- © 
dian Pacific Railway, are as follows: C.N.R. to the Ottawa Terminal Railway, | 
land, $0.9 million; buildings and works, $2.0 million; total, $2.9 million. q 
C.P.R. to Ottawa Terminal Railway, land, $0.9 million; buildings and | 
works, $1.5 million; total, $2.4 million. i 
N.C.C. to Ottawa Terminal Railway, land, $1.6 million; buildings and works, — 
$18.2 million; total, $19.8 million. a 
Assets to be transferred to the Ottawa Terminal Railway by C.P.R., C.N.R. | 
and N.C.C., land, $3.4 million; buildings and works, $21.7 million; total, $25.1% 
million. } 
C.N.R. to N.C.C., land, $3.7 million; buildings and works, $8.2 million; | 
total, $11.9 million. q 
C.P.R to N.C.C., land, $3.4 million; buildings and works, $7.7 million; — 
total, $11.1 million. a 
N.C.C. to C.N.R., land, $1.9 million; buildings and works, $4.4 million; total, 
$6.3 million. 4 
N.C.C. to C.P.R., land, $0.3 million; buildings and works, $2.4 million; 
total, $2.7 million. a 
Summary: Canadian National Railways receive $18.85 million and give 
$14.8 million. Canadian Pacific Railways receive $15.25 million and give $13.5 
million. National Capital Commission receives $23.0 million and gives $28.8 
million. - 
Mr. Caron: What are the Canadian Pacific Railway figures? 


Mr. Macponatp: Canadian Pacific Railway receives $15.25 million and 
gives $13.5 million. 4 
The CHAIRMAN: Mr. Macdonald, do you think we could have that state- 
ment in the hands of the committee members by tomorrow so that on Thursday 
we could go into a more intelligent discussion of it? a 
Mr. Macponatp: This material will be ready. r 
The CuHarirMAN: Gentlemen, that being the case I think we should probably 
stand Clause 3 and Clause 4. a). 
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Mr. Cowan: I have a question to ask on Clause 4. Did I understand Mr, 
Spence and Mr. Macdougall to state that N.C.C. was also going to hold stock 
_in the company? One of them made a reference to that matter. 
The CHAIRMAN: We will ask Mr. Macdougall to come up. 
Gentlemen, do you wish to stand Clause 4? 


Mr. Cowan: I would like to get an answer to that question because I was 
surprised at those words which I heard. In Clause 15 it is said that the two 
railways own only half of the stock. 

| Mr. MacDOUGALL: The two railway companies will own half of the stock. 
Mr. Cowan: So the National Capital Commission will not own any? 

Mr. MacpouGau.: That is correct. 

The CHAIRMAN: Clause 4 will stand. 

Clause 5 is agreed to. 

On Clause 6—General meetings. 


| Mr. Cowan: I am not a lawyer like you, Mr. Chairman, but can you tell 
me why the following words were put in, “General meetings of the share-— 
‘holders, whether annual or special, may be held at such place within Canada, 
_including the head office of the company, as may be determined by by-law’’? 
It seems to me that the head office of a company has to be in Canada. 


| Mr. Macpoucatu: I think it is just the usual form of drafting which 
‘specifies that you can hold it anywhere in Canada, including the head office 
of the company, which is the usual place to hold it; but it could be held in 
other places. The clause could have said that they will hold it at the location 
of the head office of the company and, in addition, may hold it in other places 
in Canada, or they could say “in any place in Canada”. This is just a form 
‘used in drafting a bill of this kind. I agree with you that perhaps there is a 
‘simpler way of doing it. 

Mr. Cowan: It is not necessary, but this makes it more complicated. 


Mr. PETERS: Does Clause 6 mean that no provision is made for the future 
‘Possibility when we may decide to move this again? 


Mr. CHairMAN: Clause 6 has nothing to do with the location. 
Clause 6 agreed to. 
On Clause 7—Number of directors. 


Mr. MacEwan: I would like to ask Mr. Macdougall if he knows whether 
the directors of this new company will be chosen from the present directors 
of the Canadian Pacific Railway and Canadian National Railway or whether 
they will be acting officers employed by the company? 

| Mr. MacpouGa..: I do not know that any policy decision has been made, 
or I am not aware of it, but the bill is drafted to empower the company and 
to establish its form. As you will see in Clause 7, it is provided that they can 
either be officers in the employ of the Ottawa Terminal Railway Company, or 
jother persons. It does provide for the officers of the Terminal Company being 
Mlirectors if the shareholders should so decide. 


Mr. MacEwan: Is nothing settled? 


Mr. SPpeNcE: The usual practice is to appoint the operating officers of the 
ompanies to the subsidiary company. 


Mr. PETERS: Is any provision made for this company to report to parlia- 
nent? 
_ Mr. MAcpDOouUGALL: Not specifically. The interests of the Canadian National 
tailway are reported to parliament through the Canadian National Railway. 
Mr. PETERS: Will this not exclude the terminal ownership? 


ex 
me. 
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Mr. Macpoucatn: The Canadian National Railway will be half owner of 
the Ottawa Terminal Railway Company, and it will be open to parliament to 
inquire through the Canadian National Railway about anything respecting — 
the terminal. Va 

Mr. TarpiF: If you look at one half you see the other half automatically. 


Mr. Caron: Not necessarily. 


(Translation) a 
Mr. BrauLk: Mr. Chairman, will section 7 provide for a French-speaking © 
representative on the board? i 


(Text) 
The CHAIRMAN: Is clause 7 carried? 


OWA 
Oa 


(Translation) 4 

Mr. BEAULE: I did not get an answer to my question. I asked whether there 
would be a French-speaking Canadian on the board. i 
(Text) q 


Bn 


The CHAIRMAN: Can you answer that, Mr. Macdougall? 


Mr. Macpoucatu: No, I cannot answer that, Mr. Beaulé, and for this reason 
we are just now compiling the company. We have not got down to the detail 
of all the organization of the inner workings of the company, including employee 
questions and management questions. These have not been worked out. I 
cannot say the name of any man chosen yet, so I cannot tell you whether he 
is English, French, Ukranian or anything else. a 


as 
ai 
2 

4 


(Translation) 
Mr. BEAULE: When will you know? 


(Text) 
Mr. Macpoucatt: I would presume when the company is organized we 
will know once the appointments are made. a 


(Translation) 
Mr. BEAULE: Will it not be too late to ask questions at that time? 


(Text) | 
Mr. MackasEey: Mr. Chairman, I resent the inference here that we have 
to protect French Canadians by legislation. I think our society and an organiz 
tion as close to the government as this well understands that such Canadian 
talent should be included, and conceivably all the members could be Fren 1 
Canadian. We should not have to protect people in Canada by legislation. I 
think French Canadians have proved their competence in this type of endeavour 
and in theory it could be a board of all French Canadian members. ‘a 

I am from French Canada and I would resent protection by by-law. I 
think we should be enlightened enough in our society to make it unnecessary 
to protect any group by legislation. pt: 


The CHAIRMAN: Mr. Macdougall is counsel for Canadian National Railw. 
and he cannot make statements on the future policy of Canadian Natio 
Railways. However, as you know, Canadian National Railways come up i0t 
review every year before this committee and no doubt they will be aware Ol 
the statement you have just made, as they have been aware of stateme 
made by this committee from year to year. I think you should be satisfied w! 
the statement that Mr. Macdougall has just given. ae 


1 
nr 
oe 
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as 


La 


RAILWAYS, CANALS AND TELEGRAPH LINES 533 


(Translation) 


. Mr. Caron: Mr. Chairman, I think Mr. Mackasey is wrong there. In prin- 
- ciple I recognize that there may be only French Canadians. As we have seen 
: that is never the case in practice. In practice it has always failed and if we 
_ have not taken precautions ahead of time we find that we have been left out. 

We are looked upon as incompetent in Canada. Look how hard it is for the 
: Canadian Pacific and the Canadian National to recruit a few French Canadians. 
- Look at Quebec Hydro. Since that has been taken over by the province of 
‘a Quebec, Hydro Quebec have built the largest dam in the world with French- 
_ Canadian engineers and this proves that our men are competent. But in their 
opinion the French Canadians are not competent. That is what Mr. Gordon 
stated one day, that they were unable to find competent people to fill the vice 
presidency. A gas station operator was made vice president and chief of 
_ personnel. That is something that has never been taken into consideration, and 
that is why I consider a clause should be inserted immediately to protect 
French Canadians. 


(Text) 


Mr. FISHER: I would like to ask Mr. Caron how he would suggest this could 
_be done in the statute. 


Mr. Caron: Well, it could be done as it is generally done. Generally it is 
_ stated that out of the number given one, two or three will be French Canadian. 
_ That is the only thing we can do. 

| Mr. FISHER: Well, make the motion. Make the motion; I will support it. 
Mr. REGAN: No, this is surely not so. 


wr 


(Translation) 

Mr. CANTIN: Mr. Chairman, I am against putting any such provision in 
the act. I think there are other ways to go about it and such steps have already 
been taken. We have seen it for a year or so, particularly on the part of the 
Canadian National and the Canadian Pacific, there is a Movement in Ws right 
: direction. 

Mr. Caron: Only in the past 6 months. 


Mr. CANnTIN: Then let us hope it will continue in the same direction and 
the politician is always able to make representations, either to this committee, 
‘when the railway representatives submit their balance sheet. I am absolutely 
opposed to incorporating in the act all kinds of provisions which, after all, 


‘in the least. 


Mr. CArRon: We have to keep an inferiority complex. There is nothing else 
‘we can do, we have that complex; it has been created for us since Confedera- 
‘tion. It is time there was a change and the fact that we are asking for things 
‘proves that we no longer have an inferiority complex. We are asking for things 
because we are entitled to receive things and I suggest, Mr. Chairman, that 
‘section 7 should read like this: “that the number of directors should not be 
tless than 6 nor more than 10 but that at least two of those gentlemen should 
be French Canadians.” 

The CHAIRMAN: You mean French Canadians who speak French. 


Mr. Caron: No, I am speaking of French Canadians. 
(Text) 
. Mr. Recan: Mr. Chairman, I have some difficulty in alee today but— 


\(Translation) 
The CHAIRMAN: One moment please. Did you move it Mr. Caron? 


‘merely indicate an inferiority complex, which I myself do not suffer fom 
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Mr. Caron: I will put it in writing if you like. 
The CHAIRMAN: Will you kindly have it seconded. 
Mr. Caron: I will put it in writing and I shall get someone to ates ite 
Mr. BEAULE: I second the motion. 
(Text) 


Mr. Caron: Go ahead, Mr. Regan, while I am writing. a 
The CHAIRMAN: We will wait; this will be a good time to reflect a little! 


(Translation) } 

The CHAIRMAN: Mr. Caron, seconded by Mr. Beaulé, moves that section 74 
should be amended to include at least two French-Canadians. However, Mr. 
Caron, you have not amended the question in the legal manner. i 


(Text) 
- Mr. Caron: I would like to add the words “of those there will be two 
French Canadians.” There is no need to rewrite the whole sentence. 
The CHAIRMAN: I wish you would make your amendment read in the 
proper fashion. 
Mr. Caron: My amendment is: “After the word ‘ten’ two shall be French 
Canadian’’. | q 


(Translation) z 
Mr. BEAULE: We know what you mean. 4 
Mr. Caron: You can put it wherever you like so long as at least two are 

French-Canadians. a 
The CHAIRMAN: I cannot draft your amendment for you. After the word 

ten which— y 
Mr. Caron: After the word ten. i 
The CHAIRMAN: Two French-Canadians. q 

Mr. Caron: At least two French-Canadians. I am speaking of their lan- 

he , ( 

(Text) : 
The CHAIRMAN: Gentlemen, I want you to appreciate that the amendment 


just says that the section should be amended to include at least two Fre i 
Canadians. I do not want to draft the amendment but— 


(Translation) | 
Mr. BEAULE: Mr. Chairman, when one looks at the section, one or several 
of them can be employees of the company and two of them should be French-— 
speaking. | 
The CHAIRMAN: I will add it at the end, that two of them should be 
French-speaking. q 
Mr. Caron: It is most unfortunate. q 
Mr. BEAULE: Should without fail be French-speaking. 
The CHAIRMAN: Mr. Caron moves, seconded by— 


(Text) 4 
Mr. Tarpir: From that, Mr. Chairman, it could be someone of French 
extraction who comes from France. - 


(Translation) e 
Mr. BEAULE: French-speaking Canadian, let us add the word Canadians. 


by 


Mr. Caron: French-speaking Canadians. a 


. 
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(Text) 
Mr. Rock: That means two being French-speaking Canadians. 
Mr. Caron: It means Canadians of French expression. 


(Translation) 


: The CHarrmMan: Mr. Caron seconded by Mr. Beaulé moves that section 7 
_be amended by adding: and that two of them should be French- -speaking 
- Canadians. 


Mr. Caron: That is correct: a French-speaking Canadian. 


(Text) 
} The CHAIRMAN: The amendment will read, in my humble translation: 


“Section 7—after the word ‘company’, add the words ‘two of which shall be 
_ French-speaking Canadians,’ ” 


Mr. Caron: “Of French expression”. 


Mr. Rock: No, when you use the term in French “of French expression” 
you usually say MWenadien francais’. 


Mr. Haun: Are we free to speak now on this motion? 
The CHAIRMAN: Yes. 


| Mr. Haun: I think this motion is very bad on two counts. First of all, we 
should not try to legislate this sort of matter. I think as has been mentioned 
| WP eitier that for us to try to protect—if you want to use that word—a minority 
in the country by legislation of this type is wrong. Secondly, I think the legis- 
lation is impractical. How do you define in a court of law whether someone is 
.French speaking? How many words do you have to speak to. be classified as 
/ French speaking? 
| I think the legislation is meaningless if we try to put in these words. I 
\think public pressure, sentiment and so on is the means of ensuring fair treat- 
‘ment for both races in the country. I think this is happening now. I do not 
know of any other legislation where we have legislated this sort of thing, and 
I think it would be a bad precedent. I am opposed to it. 


(Translation) 


Mr. CANTIN: This amendment is not acceptable, Mr. Chairman, first of 
all because it seems to be entirely contrary to the human rights declaration as 
it is defined here in Parliament, and also because it constitutes discrimination 
instead of ensuring participation. So I submit that it is entirely contrary to 
the rules and should not be accepted. 


(Text) 
Mr. Rock: Mr. Chairman, I think Mr. Caron is right and so is Mr. Beaulé. 
I feel that although there has always been a trend forward saying that French- 
Speaking Canadians should get higher positions, somehow they have not 
obtained those positions in the past; and there has always been the inference 
that it has not been possible to find competent men to take these positions. 
)' do not believe this to be a fact. I believe that throughout Canada there must 
joe many French-speaking Canadians who should obtain higher positions within 
)Sanada, and it seems that in the past they have not done so. 

I am completely for this protection. 

. Mind you, if someone says we are out of order because this is a certain 
‘ype of company being formed, let us consider the fact that first of all Canadian 
National Railways belong to the people of Canada or are supposed to belong 
o the people of Canada, and in this regard we do legislate anything that 
-anadian National Baileys are supposed to do in the future. For instance, 
ve are the legislators of anything that railway companies do, and in respect 
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‘ae 
to Canadian National Railways, being a national company and belonging to 
Canada, I think we have the full right to amend this article. I am completely in 
favour of it. / — 


Mr. Macxasey: Mr. Chairman, I am sincerely hopeful that when the 
poard of directors is set up under clause 7 as it presently exists there would 
be two or more French-speaking Canadians on that board. However, I would | 
like to think that it is done as a result of enlightenment and that it is as a! 
result of education within the railways. 7 

I was just hoping that French-speaking Canadians would be named to. 
this directorate strictly on the facts, and the facts are of course that no race, | 
either English or any other, has a preponderance or monopoly of any virtues 
in this country, including education itself. a 

This particular organization is set up basically by two companies, Cana- ~ 
dian National Railways and the Canadian Pacific Railway, and certainly - 
Canadian National Railways have been the target of an awful lot of justified 
criticism in the last few years on the question of nationality. However, Mr. 
Gordon has shown a degree of enlightenment, perhaps as a result of the pres-— 
sure of parliament and public opinion, which is encouraging and which I thin 
is prevalent and spreading through industry in this country. a 

To deny the two companies the opportunity of showing that they do not 
prefer either of the two founding nations is unfair. If we try to eliminate 
what we think is an unfair situation by legislation, we are denying Mr. Gordon 
and Mr. Crump—or the new president of Canadian Pacific Railway—the right, 
to take the position voluntarily; we are denying them the opportunity of say- 
ing in effect, “We have made mistakes in the past, but we are doing what we 
can now to rectify them.” If we were to enact this legislation we would be 
saying then that they are doing it only because of legislation. What about all 
the companies for whom we cannot legislate? This is what concerns me greatly. 

I will be the happiest man in Quebec if when this is set up we could say, 
“This is the start of a new era in this country, an era in which all are treated 
equally not because of legislation but because of education.” That is why I am 
against this. fy a 

Mr. REGAN: I hope the mover and seconder of this motion realize that i. 
would be a far reaching and dangerous precedent. I think they have not thoug. 
it out to its conclusion. It is a move that started out with sentiment and genui 
concern for what has been done in the past, but surely directors of compan 
should be selected on the basis of their skill and ability and the contributi 
they can make. These should be the qualifications, not the accident of bir 

I am wholly in accord with what Mr. Mackasey has just said, but if ” 
are to legislate that every company that is incorporated by parliament is 10 
have people as directors who have one racial strain in their background, thi al 
surely we give rise to consideration by other groups that they should be rep- 
resented. I can conceive that a time might come when this particular railway— 
as has been mentioned by someone—might have all French-Canadians | 
directors, but surely the directors should be chosen from among the officers 
the company. Another time might it not be the case that by accident m 
than one would have French-Canadian background? ti 

This is racist legislation, and very, very bad legislation; and I certainly 
oppose it. ) a 


(Translation) 


Mr. BeauLz: Mr. Chairman, I wanted to ask that question because It 
it is very important. So I will put a direct and pertinent question to 
Macdougall. As a new company will be set up in Ottawa I am sure you al. 
have the names of the people suggested to manage that company. Ha 


~~ 
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Canadian National or the Canadian Pacific thought that there should be a 
French-speaking Canadian on the board? Among the names of the people sug- 
gested to manage the company, I know there are people who have been 

suggested to manage the company. In that case we could withdraw the motion. 


(Text) 


| Mr. MAcDOUGALL: I would just say to that, Mr. Beaulé, that the organ- 
ization of this company has not even begun. We have not the charter for the 
company to start with. Once this charter is passed, there is a great deal of 
work that has to be done. It may well be that many men may be proposed as 
directors of the company, I do not know. Incidentally, I have nothing to do 
_ with the appointment of directors, and I do not even know how it is done. It 
could quite possibly be that lots of names would be suggested from various 
sources, or there could be no names suggested. We have not reached the stage 
where any director has been chosen. It is open to anybody to make any sug- 
gestions they want to make. From where I sit in the C.N.R. it seems to me we 
do get many suggestions, and many of them are quite good. I believe they are 
acted upon. 


(Translation) 


Mr. BEAULE: Mr. Chairman, I think it is a drastic way to compel a 
| company to put some man on the board. If the committee agrees and recom- 
mends that there should be French-speaking Canadians on the board I am 
| prepared to withdraw my name as seconder of the motion. If the committee 
| is prepared to recommend that there should be French-speaking Canadians on 
the board and the matter is given careful consideration. 


(Text) 


| Mr. FISHER: I just want to ask Mr. Macdougall one question. Would it be 
right to assume that half the directors would be suggested by the Canadian 
| National Railways and half by the Canadian Pacific Railway? 


| Mr. MacpouGau.t: I would think that probably would be what would 
_ happen. 

Mr. FISHER: I just want to make the point that there may be some efficacy 
_ in the proposal in that it seems to me this would be the first time that we would 
| have an opportunity to hear a response from Canadian Pacific. 

: My second point—and I am not making this facetiously or in humour— 
/ is that both these railways are carrying out large scale training of their senior 
| executives in the French language, according to their public relations. From 
this point of view I do not foresee there would be any great difficulties. It 
/seems to me the requirement would be an incentive, and therefore I will sup- 
-port the motion. 


The CHAIRMAN: Gentlemen, there has been a suggestion from Mr. Beaulé. 
| Perhaps you did not grasp it. He suggested that he would be content to with- 
) draw as seconder to Mr. Caron’s motion if the committee were willing to 
} express to the railways their desire and their wish to appoint at least two 
| French-speaking directors. This would give an opportunity to the committee 
at a later date in the spring to find out to what extent the railways have re- 
sponded to this wish. 


Mr. FISHER: At that meeting later in the spring we will only be able 


to question Mr. Gordon. We will not be able to question Mr. Emerson. 
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- [ think all of us agree it should be eliminated. Therefore, I feel the motion as 


_ has in mind and with which I agree. ‘ie 


at aes ee Pee ee 


(Translation) | ete) 
Mr. Caron: That is precisely what Mr. Beaulé suggested. Mr. Beaulé - 
suggested that if they would tell us they intended to do so he was prepared - 


i 


to withdraw his motion, but they did not say they intended to do so, they said 
they did not know. In that case I do not see— 4 


Mr. Brau.k: If they intend to do so—they cannot say so. 4 


case, as Mr. Fisher said, we shall know in the spring what they have done bu 
it will be too late to correct things and I do not intend to correct things in the 
spring. Apart from that, someone mentioned “skill and ability”, and that is_ 
precisely what I said a moment ago. There are French-Canadians wit 1. 
management ability. Usually in English companies they are obliged—we have 
had a proof of it since the Quebec government bought Quebec Hydro—we 
have built the largest dam in the world with French-Canadian engineers who ~ 
previously had never been consulted by the English companies. We know all 
that. I think we should maintain this matter of at least two French-Canadia S 


on the board. 


os 
i. 


(Text) 
Mr. Perers: It seems to me from the discussions we have had that we are 
really in effect amalgamating the Hull services as well as the central station 
services in this new terminal. For this reason I am prepared to support the 
motion. Really we are eliminating the Hull section of our normal transporta- 
‘tion services. I therefore think this is a good and legitimate reason in this case 
for appointing French-speaking representatives who represent the Hull area 
which is being discontinued under the present service. a 
Mr. BARNETT: Mr. Chairman, may I just say a word on the suggestions you 
have made? ) 
As I understand this, I would be willing to support the expression of opin- 
ion by this committee that it would be desirable to have adequate French- 
speaking representation on the board of directors, but if we put this kind of a 
amendment in the bill what in effect is likely to be the practice is that the: 
will only be two French-speaking directors. The practical effect of putting su 
an amendment in the legislation is apt to perpetuate a form of discriminatio ¥ 


proposed by Mr. Caron is an unwise one and defeats the objective which he 
Pili 

Mr. Caron: I said “at least two’, but if we only have two we would be 
satisfied because we never had it before. B' 
Mr. MacEwen: I do not wish to be lengthy. I wish to speak on what Mr 
Hahn has said with regard to amending the legislation. I agree with Mr. Barr 
and I would be willing to go along with an expression from this comr 
that full consideration be given to French-speaking Canadians being app 
to the board of directors. Wl 
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_ Mr. Stenson: I am in agreement with the last speaker and with the several 
speakers who have spoken. Being English-speaking myself I would suggest 
_ that maybe we could put a subamendment that two thirds of these people be 
_ English-speaking. ae 


a 
i : Mr. Tarpir: If you do that, it would have the same effect as doing nothing. 
___- Mr. Regan: What about the Irish? 


an Mr. Macxkasey: I did not want to speak for the second time, but I have 
he to say this: I think we are all agreed, Mr. Fisher, Mr. Caron and myself and 
_ anybody who has spoken, that there should be and there must be representa- 
_ tion from French Canada on the board of directors of the new company. How- 
4 ever, I think we are approaching it from different aspects. I would hope the 
- motivation for appointing these French Canadians on the board of directors 
_ would be one of intelligence on the part of those who are naming them, and 
a recognition of the dual cultures of this country. We are being called upon 
' to vote on a “when do you beat your wife and when do you stop beating your © 
Me wife” question. If we vote against the amendment, it can quite easily be inter- 
_ preted as a vote against French Canadian participation on the board of direc- 
_ tors, which is not the intention of those who would vote against it. 

| I will emphasize once again, in the hope that I am not misunderstood, that 
_ I desire and I think it is absolutely necessary that there be French participa- 
_ tion on this board of directors, but the motivation for the appointment should 
_be intelligence and enlightenment on the part of those who are picking them 
and not prejudgment on our part that they do not intend to do so, and therefore 
_that we must do so by legislation which we propose in the amendment. 


_ (Translation) : 

"4 Mr. CantIn: You did not understand what I said. I meant that I am 
definitely in favour of French Canadian participation on the board of the com- 
“pany, but I object to the method suggested here and I share the opinion of 


those who believe we should recommend it and stop at that. After that we 
should watch the matter. 


The CHAIRMAN: Mr. Beaulé. 


: 
ion 


Mr. Beaute: Mr. Chairman, there are several representatives of the two 
Tailway companies here today. I think that following today’s meeting they 
Should make the recommendation to the two companies concerned, and when 
'we discuss the other sections of the bill later on they could come back here 
and let us know what the companies intend to do, whether the directors of the 
‘company intend to appoint French-speaking Canadians to the board in which 
Case it will not be necessary to amend section 7. 


(Text) ‘ 
) Mr. Rock: May I add something? May I suggest that we stand Clause 7 
for the time being and let us see what the representatives of the Canadian Na- 
tional Railways and Canadian Pacific Railways do when they enlighten us on 
the matter in this respect at the next meeting? a St! 

_ The CHarirMAN: Does the committee wish to stand Clause 7? 

Mr. HAHN: No. 

Mr. ReGaNn: Please put the question. 


| Mr. Rock: In that case you do not wish to find out whether they have the 
intention to do so or not? 

- Mr. Haun: We are dealing with a matter of principle, and the principle is 
whether or not we should legislate what we all feel to be desirable. I do not 


think we should legislate it. I do not think it will make any difference if the 
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p 
railways tell me on Thursday that they are going to have five or no French- — 
speaking directors. I would still be opposed to this and would be in favour — 
of trying to get the right representations through other means than legislation. — 
I do not think we gain anything by standing the clause. “4 

Mr. REGAN: If I might add to this, I like Mr. Hahn, am against this type 
of legislation. If the legislation is wrong, then the idea of putting it off until , 
Thursday to use the legislation as a threat, is also wrong. I therefore think © 
that the question should be put to a vote at this time. 7 


“aq 
a 
4 


(Translation) a 
Mr. BrauLé: Would you read the amendment again please? q 
The CHAIRMAN: Mr. Caron, seconded by Mr. Beaulé, moves that section 74 

be amended by adding the words, at the end of the section: “and that two of © 

them— . Gy 
Mr. Caron: That at least two. 4 
Mr. BEAULE: That at least two. 4 
The CHAIRMAN: —that at least two of them should be French-speaking _ 

Canadians. i 
Mr. Caron: That is correct. B 

The CHarrMAN: In my humble translation the amendment to Clause 1 


is as follows, that Clause 7 be amended by adding a comma after the word ~ 
“company’’, followed by the words “and that at least two of the said directors — 


shall be French-speaking Canadians”. a 
Is the committee ready for the question? All those in favour of the amend- 


ment please raise their hands. Those against? 
Mr. Mackasry: I would like to ask you to take note that I abstained for — 

very selfish reasons. 4 
The CHAIRMAN: The amendment is carried eight to seven. 
Shall Clause 7 as amended carry? 


i} 
ab. 


Clause 7 as amended agreed to. 


On Clause 8—Executive committee of directors. ” 


Mr. BaRNETT: I would like to ask the following question out of curiosity: I 
would like to know how the president of the company is going to be chosen, 
since the president of the company is ex officio a member of the executive 
committee. It has already been suggested that probably both railway co n=) 
panies would name a number of directors. I do not see any formula for naming 
the president of the company. a 

Mr. MacpouGatt: This is the normal thing. This type of situation is met 
in other circumstances. It is usual to alternate the president between the two 
companies, if the two companies own the subsidiary and equal shares, on somit 
agreed upon basis, either yearly or something of this kind. a 

Mr. SPENCE: The same situation arises in the Toronto Terminal Railway 
Company. a 
(Translation) q 

Mr. BeauLk: Mr. Chairman, I know that in Quebec, at the Shawinig 
terminal, the president is appointed for two years by the Canadian P 
and vice versa two other years by the Canadian National. Is that the wa) 


they intend to proceed? a 
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(Text) 
Mr. MACDOUGALL: That is the general line. 
The CHAIRMAN: Clause 8 is agreed to. 


On Clause 9—Undertaking. 


Mr. PETERS: May I ask Mr. Macdougall the following question? Are we 
now acquainted with all the plans and the potential of this company? 


Mr. MacbouGatL: I think so. I am not sure I understand the portent of 
your question, but I think it has been explained what the aay generally 
intends to do. 


| 
i 
! 
{ 


Mr. PETERS: I think the matter of providing transportation is of great 
interest. I understand there are two or three other terminal companies that 
are not unlike this one. There is a terminal company in Toronto, I believe; 

and I think there is at least one other joint participation foninal company. 
Could you explain what type of transportation is provided for express, for 
_ freight and other auxiliary transportation agencies that may be concerned? 


Mr. MacpouGauu: I think in Toronto, which is one of those spoken of 
earlier—and I think it would be comparable here in Ottawa—each of the two 
_ Major railway companies intends to continue to do business in the city of 
_ Ottawa, to solicit passengers and freight. 


Mr. PETERS: Why? 


Mr. MAcDOUGALL: Because that is the business in which they engage, to 
carry passengers and freight to all points in Canada. 


Mr. PETERS: I am thinking of something else. In the last year the Ontario 
Northland Railways have gone into a joint merchandising program with 
Canadian National and Canadian Pacific on their distribution points. The 
Canadian National and the Canadian Pacific gave up their express contracts 
-and they set up a merchandising agency operated by the Ontario Northland 
Railway. I was under the impression that this may have been through the 
merchandising system under this transportation company. Incidentally this 
was done at the request of the Canadian National Railways. It was their thinking 
_on the matter. This is why I was surprised when you said you intended to carry 
on these activities. 


Mr. MacpouGaLu: Changes are taking place all the time, either within 
the company or with other transportation agencies. The intention in Ottawa 
is that each railway company will solicit its own traffic to and from the city 
-of Ottawa, and the carload traffic will be delivered here, The terminal com- 
|pany will do the actual handling and placing of the cars, and the handling 
ito and from the warehouses. From the point of view of service to the public, 
each of the railway companies will be serving its own customers, some of 
‘whom will be joint between the two of them because they will be served 
[through the company to either railroad. The two railway companies are in 
competition for the traffic. It may be a haul from Ottawa to Vancouver, and 
Naturally they will each service their own interests here. However, the service 
is being provided within the terminal, the maintenance of the trackage and 
#the maintenance of all the joint terminal facilities, as well as the switching 
and so on which will be done by the terminal companies. The co-ordination 
Ithat has to be done between the two of them working, as they will be, close 
Jtogether, will be done through the terminal company. However, since both 
: ailway companies are national in scope and the terminal company is local, 
ithey will each have their own direct connection with the public, both passen- 
ger and freight, to solicit and handle traffic on their own railroad, on the long 
haul transportation in which they engage. 


gestion was made—and I think it was made by the ‘Canadian National Ra: 
ways—in respect of express particularly, that this is something similar 

two milk companies delivering on the same street, where an arrangeme 
could be made—which would be much more advantageous—for one delive 
only. 

TI would think this should refer to the trains, particularly when they a 
coming in.at the same time. But, there is a difference to this extent: the — 
O.N.R. was the only one operating trackage and the express was shipped via 
Canadian National Railways and via Canadian Pacific Railway, although they 
as well as the O.N.R. have a distribution system. Fi 

It would seem to me that if the Ottawa terminal is to provide better 
service at less cost there would be no gain in the express or freight deliveries — 
from that terminal being made by the individual company. I have no argu- |) 
ment and there is no suggestion of an argument in respect of the business © 
arrangement and solicitation by traffic agents of transshipment, but it would 
seem to me that the distribution logically would fall under the terminal and — 
that the terminal easily could provide the distribution, which would accoun' .. 
for considerable savings. I think the Canadian National Railways officials - 
have been wrong in their argument as it relates to the ON.R. © i) 
Mr. MacpoucaLL: I do not think there is any hard and fast rule for or 
against that type of arrangement. Each one of these local terminals in these 
areas is located at individual points, and I think you probably will find there x 
is a variety of different ideas employed at different places, dependant upon 
the local circumstances. This terminal company has the power to do wha h 
you are speaking of, to handle pickup and delivery services in and about the 


city of Ottawa, and both the national railway companies have this power and 
do perform the service today. Whether in two years or five years from now 
they will turn all of this over to the Ottawa Terminal Company, I am unable ~ 
- to say. That point has not been raised to date. But at the present time, as 
far as I know, each company will continue to look after its own interest here — 
and will use the services of the Ottawa Terminal Railway Company to do the — 
joint things which are necessary to be done. The purpose of this bill is to em 
power the Ottawa railway company, when they want to do something jointly, 
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Mr. Haun: I have a question with regard to the effect of all this 
industry. — 

As I read the agreement between the three parties on pages 14 and 15 I 
is my understanding that industry is going to lose its rail sidings as well as 
trackage that is to be removed and they will not be compensated in any way 
other than by being offered land in one of the new industrial subdivisions 
at a reasonable rate, as well as being given free siding in these new locations. 
Is that correct? ae 

Mr. MacpovGatu: I think generally that is correct, but I am not sure t 
in the detail it is entirely correct. But, as I say, that is the general pre 
Those who are served by railways who cannot be continued to be serve 
because of changes being made and because of configuration of the lines wilt 
be offered facilities in a new area. And I think the National Capital Com= 
mission’s policy has been that they will bring them into these new areas and 
make them whole in these new areas, so they will receive rail services. — 


be at the expense of the company? If this is true, it would seem to me 
working a very great hardship on an industry which is dependant on < 
siding. If you suddenly took the sidings away companies would be forcea t¢ 
come up with the necessary capital to relocate. ae 
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Mr. MacpouGa.u: The relocation is made at the expense of the National 
ee Commission. 


i Mr. Haun: If that is the case, that has cleared up the uncertainty for 
: me. Could I have that cleared up definitely? 
4 Mr. D. L. Macponatp (National Capital Commission): Mr. Chairman, the 


_ proposal for handling the industries which lose rail service as a result of this 

_ railway relocation program has been to pay compensation to the companies 
4 related to the plant which they operate. In addition, they are offered sites 
_ in new industrial areas set up by the National Capital Commission at market 
_ value for the land less 20 per cent. And the National Capital Commission also 
i _ pays for a siding of equal investment to that which they enjoyed in the loca- 
tion from which they were moved. 


‘ Mr. Haun: That answers my question. Compensation is being paid to 
pcodustry. From the information I read in this connection I thought it was 
not being paid. 


: Mr. Recan: Mr. Chairman, I have a supplementary question. 

Have you had any representations from those industries which will be 
affected by this provision to the effect that they feel it is an unsatisfactory 
Be encement? 


Mr. MACDONALD: The amount of compensation is still under negotiation 
with quite a number of companies which will be affected in the future, and a 
lot of these railway relocation schemes have not yet been implemented. 


Mr. Cowan: Is it not true that a certain number of companies already 
' have started court action against the National Capital Commission or the rail- 
_ ways because of this very thing? I read a list of those in one of the Ottawa 
' papers a week ago. | 


) Mr. MAcpoNALD: Mr. Chairman, the procedure which has been set up to 
- determine the amount of compensation, should there be a dispute in respect of 
_the amount, has been for the case to be heard by the Exchequer Court, and at 
| the present time certain companies are contemplating taking action in the 
court to determine the amount of compensation. 


The CHAIRMAN: Are there any further questions on clause 9? 


Mr. PETERS: Is the compensation figured in the over-all cost you gave us 
this morning? 


4 Mr. Macponatp: No, Mr. Chairman. 3 
Mr. PETERS: Well then, can you tell me the approximate amount this would 
add up to? . 

: Mr. MACDONALD: May I make an estimation for Thursday in that connec- 
tion? 

| The CHAIRMAN: Are there any further questions on this clause? 

R Mr. FISHER: Mr. Chairman, I have a question in respect of that part of the 


/memorandum which deals cae this new merchandising terminal area, and it 
gives you some details on its construction. 


Mr. MacpouGa.Lu: Clause 9 (a) at page 9 refers to the construction of a 
}new merchandising terminal at Hurdman. 


Mr. FISHER: I am intrigued with the difference in trackage required by 
ithe Canadian National Railways and Canadian Pacific Railway, on page 15 
tyou will note that 25 cars is set out in respect of the Canadian Pacific Railway 
fand 56 cars in connection with the Canadian National Railways. 


| Mr. MAcDOUGALL: As I understand it, the reference to the trackage on page 
115 is the result of the negotiation between the parties as to what is required 
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in the way of team track and related facilities at various locations, and they 
were spelled out here so, between them, they knew what was agreed upon and 


what was to be constructed. a 
Mr. Fisuer: This would give a rough idea of the estimated volume of 
business. q 
Mr. MacpouGALt: It also gives an indication of what each company con- gq 
siders they require in the way of facilities. j q 


Mr. FISHER: In respect of this merchandising terminal is there to be a 
common floor with a common truck pick-up location? I am thinking of this in ~ 
terms of an improved pattern of relationship with trucking. . a 


Mr. MacpouGaLL: Generally speaking, Mr. Fisher, while the terminal willl 
be all in one area it is anticipated there will be separate Canadian National 
Railways and Canadian Pacific Railway facilities together in this one location © a 
which would facilitate the inter-movement of traffic between them and trucks — 
coming into the terminal, but I do not understand it to be one big floor which | 


both companies will work from. 
Mr. Fisuer: I do not know whether this is the time to put this question, ] 
but what rights would independent truckers have in terms of shipments whic a 
come into that terminal which are for delivery right at the terminal? 
The CHAIRMAN: Mr. Fisher, I was hoping we would wait until clause 10. 
to deal with that particular kind of question. 1 
Mr. FisuHer: Well, Mr. Chairman, I would be glad to pass. It was just 
that this came within the memorandum on construction. 7 
The CHAIRMAN: Perhaps we could refer to the memorandum also when we — 
are discussing clause 10. 7 


ae 
ie 


(Translation) 
Mr. Caron: I would like these gentlemen to tell me what is ee in they 
bill by: “in and about the city of Ottawa’? What does that mean “in ang 
about the city of Ottawa”? What does that involve? 4 
(Text) : 
Mr. MacpouGaLu: In my view, it has the same meaning in ordinary Eng-_ 
lish. i 
Mr. Caron: But what is the ordinary meaning? 1 
Mr. MacpouGALL: Whatever is required by a person shipping some goods 
by railway which have been delivered in the Ottawa area through the Ottawa, i 
station. i. 
Mr. Caron: Then it could extend up to Maniwaki, because they do have 
goods to send there. | 4 


Mr. MACDOUGALL: I think, generally speaking, we deliver goods and pick up 
goods at all our open stations across the country, and we have pick-up and 
delivery services at the various areas to which we deliver and pick up goods. 
The purpose of this is to provide pick-up and delivery in the area of the city 


of Ottawa. @ 
Mr. Caron: But does it mean the entire city of Ottawa? i 
Mr. MaAcDOUGALL: Yes. | a 
Mr. Caron: And it does not go beyond the city of Ottawa? : 


4 
¢ 


i) 


‘not. 
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Mr. MAcDOUGALL: No, but it would include the area in and about the city | 
of Ottawa. It might include more than just the city of Ottawa proper. 


Mr. Caron: Well, I would like to have that cleared up. Is it in or about 


the city of Ottawa— 


(Translation) 
I want to know but they will not tell me. 


(Text) 
What are the ins and outs of the city of Ottawa? 
Mr. SPENCE: In an attempt to answer your question may I say that we 


| have pick-up and delivery areas in and around every city and every large 
town. We are not necessarily limited by the city limits. They may extend. 
| There may be built up areas farther outside the city limits which require 
| service, and if these areas are sufficiently populated the service is given. But 
_we do not want to be limited to the actual limits of the city itself. On the 
other hand, we are not going on to the next city or any unreasonable distance 
) out. 


Mr. Macauuso: In other words, you will process these goods in and around 


| the Ottawa area, but once you get out too far these goods are then processed 
| Ee om another station? 


Mr. SPENCE: That is correct. 

Mr. CARON: You process the Ottawa area? 

Mr. SPENCE: Yes. 

Mr. Caron: Would that include Gatineau Point? 

Mr. SPENCE: I do not know how far that is. I have Mr. Pogue here. Mr. 


Pogue is familiar with that whole situation and perhaps he could answer better 
than I with regard to how far these operations might go. I would think it would 
_be just about what we do now, of course allowing for expansion of the city. 


Mr. Caron: I want to know what you are doing now and what you intend 


to do in the future? 


Mr. SPENCE: May I ask Mr. Pogue if we, in fact, do serve Gatineau Point? 
Mr. G. D. PoGuE (Special Assistant, Canadian Pacific Railway): No, we do 


Mr. CARON: Do you serve Gatineau? 

Mr. PoGueE: No. 

Mr. Caron: Do you serve Aylmer? 

Mr. PoGuE: No. 

Mr. Caron: Do you serve the city of Hull? 

Mr. PoGurE: Yes. 

Mr. CARon: But there is part of the city of Hull you do not serve at the 


‘present time? 


Mr. PoGuE: We serve the city of Hull. 
Mr. Caron: But you do not serve the whole of the city of Hull. You do not 


deliver past St. Raymond boulevard. 


Mr. Pocurt: As I understand it now we deliver freight from our Ottawa 


jfreight shed to the city of Hull. 


ae pany in order to ascertain the definite boundaries for you. 


on Mountain’ ay you ‘were. servicing ‘agricultural requi ements © 
~ would not goa block farther to bring the goods to our place. Ther € 
part of the city of Hull, which is on the other side of St. Raymond C 
and which is almost as big as the rest of the city itself; and you do not servi e 


Mr. Pocue: It could be that. a contract covering delivery of freight wou 
confine that delivery. However, I would have to make inquiries of our c 


Mr. Caron: Would you obtain that information for Thursday, pleas ay 
Mr. Pocur: Yes. 
Clause 9 agreed to. 


The CHAIRMAN: I am going to suggest that we adjourn at this time. 


We will meet again at 9.30 on Thursday morning. 
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THURSDAY, December 3, 1964. 


u The Standing Committee on Railways, Canals and Telegraph Lines met this 
_ day at 9.40 am. The Chairman, Mr. J. T. Richard, presided. 


_ Members present: Messrs. Barnett, Beaulé, Béchard, Cantin, Caron, Cowan, 
_ Crossman, Fisher, Guay, Hahn, Howe (Wellington-Huron), Irvine, Leblanc, 
Lessard (Saint-Henri), MacEwan, Marcoux, Matte, McBain, Millar, Olson, Pas- 
R coe, Peters, Regan, Richard, Rock, Ryan, Stenson, Tardif, Tucker (29). 


it Witnesses: From the National Capital Commission: Lt. Gen. S. F ‘Clark, 
Chairman, Mr. D, L. Macdonald, Railway Commissioner, and Mr. Eric Thrift, 
| General Manager. From the Canadian National Railways: Mr. J. W. G. Mac- 
_dougall, Q.C., Solicitor General. From the Canadian Pacific Railway: Mr. 
| K. D. M. Spence, Commission Counsel, and Mr. George Pogue. From the 
| Ottawa Transportation Commission: Mr. A. W. Beament, Q.C.. From the De- 
partment of Transport: Mr. Jacques Fortier, Legal Counsel. 


| The Committee resumed consideration of Bill 5-33, An Act to incorporate 
the Ottawa Terminal Railway Company. 


i On Clause 10 


| Information, requested at the previous meeting, was tabled by the officials 
of the National Capital Commission. 


aes 


l The Committee discussed the matter of proceeding with the detailed con- 
| sideration of Clause 10. The matter was put to a vote as follows: Yeas, 9; 


Nays, 9. The Chairman then cast the deciding vote in favour of proceeding with 
Clause 10. 


Paragraph (a) of Clause 10 was allowed to stand. 

Paragraphs (b), (c) and (d) were adopted. 

On paragraph (e), 

Mr. Cantin moved, seconded by Mr. Matte, on 


That, after the words “grant leases” in line 25, page 3 of the bill, the 
“comma” and the word “licences” be deleted. 


The amendment was adopted and paragraph ( e) as amended was adopted. 
Paragraph (f) was adopted. 


Mr. Cantin moved, seconded by Mr. Cowan, 


That paragraph (g) be struck out and the following be substituted there- 


(g) establish and operate for hire in and about the City of Ottawa a 
service for the conveyance and transfer of goods by means of trucks 
or other highway vehicles, or other means of conveyance, and 
acquire, hold, guarantee, pledge and dispose of shares in any com- 
pany having for one of its objects the establishment or operation of 
such a service. 
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After discussion, Mr. Ryan gave notice of an amendment to the amend- 
ve 


ment. The Chairman requested that copies of the sub-amendment should b 
made available to the Clerk of the Committee and to the Members before the 
next sitting of the Committee. ee 
At 12.10 p.m. the Committee adjourned to 9.30 a.m. Tuesday, December 8] 
1964. a 
i, oWoeetnnes. 
Acting Clerk of the Committee. 


Note—The evidence, adduced and printed in this Issue, was recorded by 
an electronic recording apparatus, pursuant to a recommendation contained 
in the Seventh Report of the Special Committee on Procedure and Organiza- 
tion, presented and concurred in, on May 20, 1964. a 


BH VIDENCE 


THURSDAY, December 3, 1964. 


The CHAIRMAN: Gentlemen, I see a quorum. Last week we had reached 
section 10. Mr. Barnett. 


Mr. BARNETT: Mr. Chairman I was wondering whether it might be agree- 
able under section 10 that we consider each subclause separately. 


The CHAIRMAN: Yes, that is right. Is this the wish of the committee? 
Section 10, subsection (a). 


Mr. Rock: Mr. Chairman, since we have not got the figures for all these 
_ transactions that the National Capital Commission was supposed to have given 
us by today, I think that this clause should completely stand because this 
| indirectly has a lot to do with the cost that the National Capital Commission 
| will be paying towards all these things. So I think this question should com- 
| pletely stand until we have these figures and discuss them and question the 
| National Capital Commission on them. You will notice, down here, you have 
| “construction”, “acquired land” which has lots to do with this cost. Therefore, 
| before we go through this, we do not know at this moment the cost of the 
_ transfer of properties from one company to another and the properties that the 
| commission is purchasing and handing over to this newly-formed company. So 
|I believe that this clause should completely stand until we have these 
| figures. 


The CHAIRMAN: Mr. Rock, I have just been handed the figures which the 
| committee requested on Tuesday. These figures are too complicated and too 
| long for the committee to discuss the matters contained in this memorandum 
this morning and I was going to defer any discussion on this memorandum on 
| expenditures until the next sitting. On section 4, which has to do with capitaliza- 
| tion, you will be able to inquire as much as you like into the cost of land, ete. 
| But section 10 has nothing to do with the actual cost of the transaction involved. 
| These are the general powers which will be given the company. Specific powers 
| you can inquire into under section 4, as I understood we would do, which 
| relates to the capitalization and where we will have all the discussions we want 
on the transactions involved in the $30 million. 


Mr. CARon: On provision of land— 
The CHAIRMAN: One moment, please. 
Mr. Rock: I think I still have the floor. 
The CHAIRMAN: Yes. 


| Mr. Rock: This is giving them the power to make these transactions and to 
| Receive, take and hold all voluntary grants and donations of land 
| or other property or any bonus of money or debentures. 

|This is exactly the power that you were to give them for this transaction. 

| The CHAIRMAN: Not only for this transaction but for any other transaction 
which certainly will be approved. 

Mr. Rock: Definitely in the future, but also this is giving them the power 
at this moment to carry out the transaction that is attached to the back of this 
bill and also giving them the power to incur the cost with the National Capital 
Commission. 
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the general powers of the company without approving any agreements which 
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The CHAIRMAN: I do not agree with you Mr. Roa: these are general power rs 


of the company, these are not the actions of the company. 
Mr. Rock: But without these powers here, they would not be ite to mak 
this transaction. Ht 
The CHAIRMAN: Without these powers they could not do anything. a 
Mr. Rock: Therefore, they should stand until we see these figures. ey 
The CHAIRMAN: I am just trying to reason with you that we can discuss 
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they have reached at the present time. That is so. Because there are other | 
powers in here, such as entering into contracts with telegraph and telephone 
companies, and so forth, which are not included in the figures which you are 
mentioning. 4 
Mr. Caron: You have such things as building of hotels, disposal of the land 
they do not need, acquiring of property. They have to provide for terminal — 
facilities; everything is included in this and until we have the figures I do not 
think we can discuss it. a | 
The CHAIRMAN: I am in the hands of the committee. You understand that 
these are general powers of the company which are included in any company 
incorporation. They are not specific acts of a company. i. 
Mr. BaRNETT: Mr. Chairman, on the question of order, it does appear to me 
that, after we have considered general powers as set out in clause 10, and have 
come to some conclusion on whether or not these are as they eHoid be, w o 
would then be in a much better position to accept the details of the figures, 
either under clause 4 or under the schedule which sets out the memorandum 
and we can reach an understanding that clause 4 and the schedule would” 
not be dealt with today. It seems to me, after general discussion on the outline 
of powers proposed under clause 10, we would be in a better position to deal | 
in. detail with the figures— h 
The CHAIRMAN: Then, we can deal with the schedule which is the agree- 
ment and also the cost outline. Is it the wish of the committee to proceed 
with section 10 (a)? 
Mr. Rock: No, I object. Mr. Chairman; I object strongly to this becau: 

I feel that if we do agree with this there is no use to go on with the cost. 
The CHAIRMAN: What is the wish of the committee? All those in favour i 

of proceeding with section 10 please indicate. Shall we go ahead with section 


ie 


10? All those in favour please raise their hands. me 
Mr. Recan: Mr. Beaule does not know what vote is on. oh) 
The CHAIRMAN: All those against? All right we will go ahead. Section 


10 (a). a 
Mr. Caron: I did not get that count. 
The CHAIRMAN: The count has been given by the clerk. a 


~ 


Mr. Caron: I can ask for a recount. I think that it was 10. tes: 
The CHAIRMAN: Will you please stand? Those in favour? Those againeae 
Suggestion on proceeding with section 10 agreed to. o 
Mr. Caron: I thought it was even. } 
The CuHarrmMan: Any question on 10 (a)? On 10 (6b)? 
Mr. Cowan: When do we get the figures? Having been assured that they 
would be in our hands yesterday morning, I would like to know if we might 
them late today? 
The CHAIRMAN: They are here. | 
Mr. Cowan: I would like to look at them. I will not go get one. The 
pee. would give them to me yesterday morning. 
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_ The CHairMAN: Section 10 (b)? 

Mr. Rock: Excuse me. | 

The CHAIRMAN: Wait till we get those figures. 

-_ Mr. Rock: Mr. Chairman, if we cannot stand the whole of clause 10 that 
1 we could stand possibly (a), for the same reasons as I mentioned before. 

Mr. REGAN: We voted on that. 

Mr. Rock: Not necessarily, because the Chairman himself made the argu- 
ment also that there are certain parts of this clause which we possibly should 
not stand. I still think that, and I will bring this argument out for Mr. Beaulé, 
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that we did not receive the figures that we asked for last time. The National 
Capital Commission themselves are going to give millions of dollars for the 
transfer of land, rebuilding, relocating and all that. Therefore, if we pass all 
these items on clause 10, it is no use going through this anymore and this 
is the reason why I ees for a decision. 

Therefore, even though we can go through clause 10, we still do not have 


\ MD these figures next week. I feel like standing clause (a) because this is to 
- acquire such lands or any interest therein. 

Mr. BEAULE: It is agreeable. 

lh Mr. Haun: Mr. Chairman, on the point raised by Mr. Rock, I quite agree. 
| We cannot approve this specific transaction until we look at the figures. On 
I i” _ the other hand, this is the clause that empowers this particular company to 
“acquire certain lands. Now whether we like the financial provisions or not, if 
te a Pthe company is to have any sense at all, it must have the general power given 
} under clause (a) to acquire lands, and so on. It seems to me that clause 10 
| IF ceais with the powers that are given to the company which we either agree 
|. _ with. it or disagree with. We get down to the specifics of dealing with the 

RG figures and the cost incurred when we go back to clause 4. I think we can 
- dissociate the two and approve in principle the acts the company should be 
allowed to do without reference to the figures. We then can deal with sialaeigt 
| deals made when we get back to clause 4 on the figures. 

4 Mr. Rocx: I quite understand that point; there is no harm in standing 
this until we have the figures. No harm whatsoever is done. Once you have 
approved in principle, you have approved directly or indirectly; you have ap- 
proved because this is more or less an investigation and we are here to find 
out whether everything is quite in order, and to find out if everything is quite 


a dollars being spent for this relocation. 


i Mr. Barnett: Mr. Chairman, on the question of order, I would submit 
i ed ‘that we have already settled some of the particular questions by a standing 
f vote in the committee. Otherwise we would never complete consideration at 


Mr. Rock: Not necessarily, Mr. Chairman; I can still ask whether we still 
stand part (a) of the clause. In many committees we have stood separate parts 


| _ mean that we approved the whole clause. I mean clause 10; so subclause (a) 
es could stand. 

BI The CHAIRMAN: Mr. Rock, if I may, I do not understand your argument 
* at all. If it will help you, I will do anything, I will stand the whole bill. But, I 
am going to tell you one thing. I am a lawyer and for what I am worth as a 


; es ‘general powers of a company. They do not grant them powers to he any specific 


' who was not here before. I was arguing this case before, Mr. Beaulé, by saying — 


to approve every item. We can stand certain items until we can go through — 


fin order, we should investigate these figures and there are quite a few million 


ae of clauses. Just because you decided to continue with the clause, it does not 


oe lawyer, I am going to tell you that these powers which are being asked are the — 
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act, but let us go ahead and stand subclause (a) and go to subclause (b), Pe 
that is the desire of the committee. 
Mr. Caron: What is the big rush on that? We can go ahead with sub- ~ 
clause (b). 
Mr. Haun: The same argument, Mr. Chairman, could be applied to sub- © 
clause (b). I think that if we are going to deal with clause 10 as the vote © 
indicated we should, we should get on with it. 
The CHAIRMAN: But Mr. Rock has indicated that he wants it stood. I did — 
not see any objections to standing it. Do you want another vote on subclause i 
(a)? a 
Mr. REGAN: I do not think there is anything to be gained by standing this 
general clause because it is only on incorporation, but if it is going to stop % 
: 
; 


our long filibuster, I am quite happy to stand it. 
The CHAIRMAN: Stand subclause (a)? 
Mr. Rock: Yes, I say stand subclause (a). 
The CHAIRMAN: Subclause (b)? 
Mr. REGAN: Passed. i 
Mr. Cowan: In subclause (b) I quite agree with you, Mr. Chairman, as a © 
lawyer that 10 (a) is the normal powers and privileges of a newly incor- — 
porated company but in subclause (b), I have underlined certain words; in 
lines 37, 38 and 41 you will find that for the purpose undertaken the company 
may provide parking areas and equipment and in lines 48, 44, 45, 46 and 47, ~ 
such other property and facilities, as are suitable or advantageous for the © 
receiving and carrying of passengers of such companies as desire to use the © 
company’s railway. i 
How many incorporation papers grant companies the right to organize ‘ 
taxi companies that are owned on a vertical trust basis? I am opposed to the ~ 
Ottawa Terminal Railway Company going into the taxicab business, the same 
as--~ oe 
An hon. MemsBer: Should we wait until we get to that? a 
Mr. Cowan: We are there right now, clause 10 (b). Na 
Mr. CANTIN: That is in clause 10 (g). vy 
Mr. Cowan: Well, I am underlining in clause 10 (b). It is also in clause _ 
10 (g). I have subclause (g) underlined. 4 
The CHAIRMAN: One moment, please. Mr. Cowan, I think Mr. Macdougall © 
should be here to explain clause 10 (b). t 


(Translation) 
Mr. BEAULE: Mr. Chairman, on a point of order, a question of privilege. 
I notice that the figures have been distributed only in English to all members. — 
Would it not be possible to have them in French as well? 
(Text) 
The CHarRMAN: Mr. Macdonald, are there any figures available in French a 
at whe present; time? , 
Mr. D. lL. Macponaup (National Capital Commission): I am sorry, sir, we By 
could not make it on time; we worked on this until late last night. 4 
The CHAIRMAN: They will be available later. iM 
i BEAULE: When? 


. CARON: I think they only have to translate the first page—the rest are 
ee figures. 


(Translation) 


Mr. BEAULE: Would it be possible to reserve section 4, until we receive a 
the French copies. 


Neate ob Ste ig, 


RAILWAYS, CANALS AND TELEGRAPH LINES 593 


Mr. Caron: It is reserved. 
(Text) 


The CHAIRMAN: Would you have the copies, Mr. Macdonald, on Tuesday 
next? 


Mr. MACDONALD: Yes, we can. 


The CHAIRMAN: Now Mr. Cowan, in connection with subsection (b)—did 
you hear the question Mr. Macdougail? 


Mr. MAcDOUGALL, Q.C. (Solicitor General, Canadian National Railways): 


_ Yes, I heard the question, Mr. Chairman. Subsection (6b) is an empowering 


section and has nothing to do with the operation of taxi companies or the 


_ formation of taxi companies, if that is the import of the question. You will 


note that the marginal note is to provide terminal facilities and that it is in 
connection with the undertaking which is to provide the railway with related 
facilities. The general power is given there to either acquire by purchase or 
some other method or to build or in other ways provide or, once you get it 


| provided, to modify it or change the general things that you would have in 


a terminal, such as tracks, sidings, yards and parking areas—equipment which 
might be a loader for piggyback operations or any type of equipment that 
would be needed in the terminal for the handling of freight and passengers in 
the terminal. I do not think that that section makes any provision for setting 
up taxi companies and this is borne out I think by the fact that in section 10 
(g) there is provision in the form of the bill as drafted and as I have it, for 
the establishment and operation of buses and cabs, ete., which we will speak 


Ke about when we come to that, because there are some problems in connection 
| with it and there will be something said about that when we come to it. 


Mr. Cowan: His words are not being taken down by a shorthand reporter. 
Are there any committee reporters? He says that this does not apply to taxis. 


The CHAIRMAN: That is right. 

Mr. Cowan: On the record? 

The CHAIRMAN: Yes. 

Mr. Cowan: I jlst point out that it refers to the carrying of passengers 


of such companies as desiring to use the company’s railway. Well, if I desire 


to use the company’s railway after this station is built at Hurdman’s bridge, 


| _I presume I would get there in a taxicab although I might walk. When he 


talks about carrying passengers such as desire to use them that would include 


} me. If he says that is not the taxi section, this is all right. I was watching both 


the (b) and the (g). 
The CHAIRMAN: Mr. Beaulé. 
(Translation) 


Mr. BEAULE: Mr. Chairman, I notice in subsection (b), a reference to a 
parking area. Will that projected parking area be operated by private enter- 
prise or by the Ottawa Terminal Company? 

(Text) 


Mr. MacpouGaLL: This is a question which I do not think anybody can 
answer, since we have not got to the details of working this out, to the point 
where we know just how this is going to be handled but, I think that... 


(Translation) 


Mr. BEaAuLe: Mr. Chairman, on a point of order. We are here to discuss 


| a bill. The explanations are in the bill and we are told that no one knows 


what is going to happen. I feel we are entitled to know what will happen when 
the bill is passed. It seems to me that we have a right to know what will 


'. happen when the bill is adopted. It is, therefore, obvious that we get all the 


information before the bill is adopted by the Committee. 
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(Text) Mit tae i 
Mr. MacpouGALt: Well, all I can say on that is that we appear to give 
any information that we have with respect to the bill, but I think it should be 
realized that at the commencement of a new company of this kind, every detail | 
is not known at the time one seeks incorporation. If you think in terms of © 
the ordinary incorporation of a company where a decision is made to form — 
a company and incorporation is made, I would think it is a lot less work > 
if the arranging of the details of the corporate operation is in hand at the | 
time the incorporation is sought than if actually developed at the time this 
incorporation was sought, because this is a little more complicated and a little © 
more difficult than the incorporation of a private company. But we do operate © 
some of the parking areas ourselves and in some other instances, we have 
private operators, if it is a large operation, such as the operation in Montreal, 
where we have a private operator. It depends upon what will give the best — 
service and what is the most economic way to do it. We find in some areas 
it is more economical to do it ourselves and in other areas we find it more © 
economical to have an established operator to do the work. So, all I can say y 
is that as far as I know no decision has been made on how this will be — 
actually dealt with. So that is the full extent of my explanation. ‘a 


a 


(Translation) ae 
Mr. BEAULE: Will that parking area be a paying one for travelling cus-— 
tomers? f. 


(Text) = 

Mr. MacpouGaLL: Well, I do not think the intention is that we are going | | 
to set up the parking operation particularly. The object here is to provide ~ 
sufficient space in the station grounds, so that people wanting to use the © 
station facilities, would have room to park. Taxis coming to serve the public 
would have ample room to move and to set up a cab rank or something of © 
that kind to serve the public. Or, should it be that the local bus services — 
were to come to the station to serve the public, there would be room for 
them to operate and to pick up and set down passengers. ; a 
(Translation) a Wy 

Mr. BEAuLt: Yes, but in order to understand me well, I mean travelling 
people, those who take the train. They drive their own car to the station 
and want to leave it there until they come back from their journey by train 
and drive back home. Will there be parking facilities for those travellers? 
Who will operate that parking and will there be any charge for it? i 


(Text) 

Mr. MAcDOUGALL: Yes. 

The CHAIRMAN: Section (b) carried? Mr. Barnett— i 

Mr. BARNETT: Mr. Chairman, there is one phrase in line 33 that rather 
puzzles me. I am wondering why the phrase “of such companies as desire 
to use the company’s railway and related facilities”, is there instead 
the phrase, “such persons” which I would think would include companies. 
I cannot quite understand the meaning of that. Is this limited to incorporat 
companies? This relates to the question about provision of facilities for 
individuals. I am puzzled by the use of that phrasing; I wonder if that could be 
clarified? 

Mr. MacpoucaLt: The phraseology of that section refers to buildings 
structure, tracks, sidings, connections, yards, etc. 5; eae 
| These are the facilities that are going to be made available by the Ott 
Terminal Railway Company for presumably the Canadian National a1 


a 
ol 
me 
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BE the Canadian Pacific. This is the heart of the empowering section which 
q authorizes the sat ee company to establish the facilities which it will 


j company’ s facilities to give service to the customers for passengers and freight. 
Mr. eae On that point then, could I ask this further ques stion? Is 


fs to allow the building of another railway Le Ottawa, that the fenminal company 
' could service them in addition to the Canadian National and the Canadian 
#) Pacific. 
a This is probably a hypothetical situation but it could happen. 
3 Mr. MacpouGatt: I think that this is the general reason for referring to 
ie such companies because, looking ahead for a good number of years, it is 
| ‘practical to use a generic term rather than a specific one in referring to the 
_ railways. 

The CHAIRMAN: Does subsection (b) carry? 

Carried. 

The CHAIRMAN: Does subsection (c) carry? 

Carried. 

The CHAIRMAN: Does subsection (d) carry? 

Carried. 


The CHAIRMAN: Does subsection (e) carry? 

V4 (Translation) 

: Mr. Cantin: Mr. Chairman, I would like to propose an amendment here 
y to obliterate the word “licences”. 

le (Text) 
ie, I move an amendment to withdraw the word “licence”’. 

Mr. Rrecan: Is this in subclause (e)? 

B Mr. CANTIN: Yes, subclause (e). We have had some representations from 
|, the city of Ottawa— 


|e (Translation) 
id Mr. Cantin proposes a motion, seconded by Mr. Matte, to amend sub- 
iscction (e) of section 10 by omitting the word “licence’’. 


I. (Text) 

The CHAIRMAN: It is moved by Mr. Cantin and seconded by Mr. Matte, 
“That subclause (e) be amended by striking out the word “licences”. Would 
| you explain Mr. Cantin? 

ba Mr. CaNnTIN: We have had some representations from the city of Ottawa 
ba and the national council not to give such permission to this company to issue — 
licences. 

1: Mr. MacpouGaLi: Perhaps I might make a comment on that Mr. Chair- 
Bosn The representatives of the city of Ottawa spoke to the railways about this 
point and we have no desire to get into any difficulties or differences between 
ourselves and the city. We are quite happy to have the word “licences” taken 
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out of there. The power will remain to us to grant leases. This power is in — 
there to deal with the people who want concessions on the station rope b) 
and we were quite happy to have the word “‘licences” taken out of it, if it is : 
apt to cause any conflict with the powers of the city of Ottawa. 


The CHAIRMAN: On the amendment? 

Mr. Rock: Just a minute. 

The CHAIRMAN: We are not passing the amendment. 

Mr. Rock: There may be something there that we are not thinking of. 
The CHAIRMAN: On subclause (e). 


Mr. BARNETT: I am no authority on drafting but it appears to me that : 
the amendment should also include the deletion of the comma. 


The CHAIRMAN: Yes. Mr. Barnett has brought to my attention that be 
comma should be left out after the word “leases”. Does subclause (e) as © 
amended carry? 

Carried. 

subclause (f). 


Mr. PETERS: I would like to know if under this clause, the railway com-— 
panies are retaining a piece of property from the National Capital Com-_ 
mission, located in the present station area, for the erection of a hotel? 


Mr. MacpouGa.u: I am afraid that I do not understand the question, sir. 

Mr. PETERS: Well, the present station and its yarding facilities have been 
transferred to the National Capital Commission. Is one of the railways re- — 
taining a piece of property in that area to build that 500-room hotel? 


Mr. MAcDoOUGALL: No, I do not think so, but I do not know. 


Mr. PETERS: Well, it would seem very foolish to buy it. You are not going 
to build a hotel in Alta Vista, I don’t expect. Somebody is going to build this 
500-room hotel, why not the railroad companies. 


Mr. MacpouGALL: I can’t tell you who is going to build it, I do not know. 
I do not even know whether they are going to build it or not. But this empower- 
ing section would mean—as I say again we will have to look ahead for a go 
number of years. In fifty years time, you might have a hotel or more than one 
hotel built in some part of the Chee area by this company. I do not know. a 
This would empower them to do that at the appropriate time. That’s all. i: 


Mr. BARNETT: Could I ask a further question? This section as drafted would | 
empower at some future time the Canadian National Railways to sell the 
Chateau Laurier to the Terminal Railway Company. Could this be done under - 
this authority? . 


ie 
Mr. MAcDOUGALL: It would mean that this company would have the power 

to operate or manage a hotel. It could be the Chateau Laurier, but I don’t think | a 

that this is the intention of the company. a 


Mr. BARNETT: I am not, by my question, advocating that the Canadian " 
National Railways do that, but I was just wondering whether this could be 
done. i 


to come back later and be told that this gave them the right. Does that inclu 
taxicabs? 


convenience means Nad everything it would cover. 
Mr. Mituar: That only means washrooms. 
An hon. MEMBER: Do they not have them in Toronto? 
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: Mr. Cowan: Where they are going to build that new hotel, that little model, 
_ shows conveniences for dogs. There are eight or nine trees. Where is that little 
model? Did you see it the other day? 


The CHAIRMAN: Shall Mr. Cantin’s amendment carry? 


- Mr. PETERS: One more question on this clause. Do you contemplate only 
these things—you mentioned shops, warehouses, offices, etc—only within the 
- complex of the land you now have? The question Mr. Barnett asked is a very 
pertinent question. You are going to have a lot of money in that Terminal Rail- 
road Company. We gave it all to you. You could easily buy the Chateau Laurier 
if you wanted to. The railway company itself is in the deal. But you get paid 

for it. You could quite easily go into this field in a fairly large way if you 
_ wanted to. Is that contemplated? Are you contemplating going outside of what 
is normally called a railway complex? 


Mr. Macpouca.t: I don’t think, Mr. Peters, that there is any contemplation 
along the lines that you commented on, but this company will have the power, 
as was said already, to acquire this land and other things as it goes along over 
its life and it could be that sometime, I suppose, a hotel could be built on lands 
| which it does not own at present, but which it will probably acquire, but I don’t 
| know. There is no such contemplation at this moment and this is all speculation 
| into the future for the purpose of the section. It relates solely to the fact that if, 
| as part of the undertaking of this company, the managers of the day consider 
' that it is necessary to have a hotel or suitable to have a hotel or warehouse or 
| something of that kind, they will have the power then to build one. This is quite 
| natural and normal for an empowering section. : 


Mr. Rock: Mr. Chairman, we are looking over clause (e). It says: 


Acquire, erect, manage, operate or control hotels, restaurants, offices, 
shops, warehouses, storage and other rooms and conveniences. 


Now, as to convenience, I just looked at all the others and nowhere are 
parking lots mentioned insofar as having the right to lease or to give them 
out as a concession is concerned. I would like to know from the legal adviser 
_where, in any of these places, is the right to lease land for parking facilities. I 
am concerned about this. I would rather that you did not have the power to 
“have a parking lot that you are going to lease, as the airports do today, to con- 
-eessionnaires who are charging the public a fabulous amount of money and I 
' would rather that the railway shall not have this power. : 
| I would like to know right here if that power is given anywhere in any 
of these clauses. I do not mind if they have a parking lot on their own, but to 
| lease it out to concessionnaires who are going to charge a fabulous price, as 
| they do at airports, I am against it. 
Mr. MacpouGaALt: I am not sure that— 
Mr. Rock: I just want to know what is covered by conveniences. 
Mr. REGAN: I wonder if I might just say a word on that. I think Mr. Rock 
will agree with me that, surely, an airport is in a different position, because of 
the fact that it is quite isolated from the city, and as a consequence it is of neces- 
sity that the people, if they are to park on that huge piece of land and not walk 
a couple of miles, must park in that parking lot. It becomes capital. I think that 
"with the railway it is not the same. 
An hon. MEMBER: This is not the case here. 


| Mr. REGAN: I think that any company, if it is going to operate successfully, 
| should have pretty well the same powers as Raymond Rock would have if he 
opened a business. You open a business and you see the advantage in doing such 
/ and such which is legal to make your business more profitable, that you as an 
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_ to object after than to interrupt the witness. a 


-eoncession with respect to a parking lot. And the answer is yes. Under sub- 


- obtain service from the railway. This would include, as it does include in man ; 
other areas, the taxi provision, or it could include, as I said before, arrangt 
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individual can. This incorporation eae to put heat company in ae ithe sa ; 
position and from the point of view of anaes an efficient business, it is s surely , 
desirable. a 

Mr. Rock: Except that the rae po government is paying the full shot. 
down here and therefore the capital expenditures are nil and therefore I do : 
not see where they are going to make a profit on that. ae 

Mr. Spence: I hardly think that they are, if you consider that ihe Cansel 
dian Pacific and the Canadian National are contributing pieces of land in 
return which they can sell on the open market for a pretty sum of money. | 


Mr. Rock: I wonder. We will see that when we investigate this afterwards. 
I would like to know, Mr. Chairman, whether there is the right in any of 
these clauses here to give out a parking lot as a concession, like an airport. | 
Mr. MacpouGALL: I think, Mr. Rock, as we have explained, there is 
provision here in the plans for providing facilities to the public at the station | 
with respect to the parking or the ability of public vehicles, such as taxis, © 
buses, or other conveyances to get in and out freely from the railway station | ih 
to give service to the public. I don’t think— a 
Mr. Rock: I like the way you use the word “freely”. ay 
Mr. MAcDOUGALL: “Freely” has to do with the ability of the cars to move. i 
more freely than they do at the present station where we have room for five ig 
taxis only, and when they are parked it is difficult for people in private cars Mm 
to get to the station. This is one of the things that we are trying to improve. 4 
We are trying to have more room and more facilities so that people will be” 
attracted and interested to come to the railway station. We are interested in ~ 
attracting them for the business, because all we are interested in is to give ) 
service and getting the business from the public. Our purpose here, —pardea i 
me, sir? . 
Mr. PETERS: That is a pious statement after the lecture. 4% 
Mr. MacpouGA..: I think that is a true statement because railways have | ; 
no other interest in being in business other than to give service to paying traffic | 
and to make money. ie 
Mr. PETERS: Not to serve the public, but to make money. a 
Mr. MacpbouGALL: To serve the public at a reasonable price. a 


The CHAIRMAN: Gentlemen, if we are going to have the witness answer 
the question, I think you should give him the opportunity to finish. It is better” | 


Mr. Macpoucautu: As I understand the question, it was whether or ic 
there is any provision in here which will empower this company to give a 
paragraph (e) there is the right to grant leases and concessions. Now the 
concessions might be with respect to telephone booths, shops or a newsstand, 
any of the things which might be of interest to the people who are going to 


ments through a concessionnaire to handle a parking lot. In some areas, We 
find it is cheaper to do it that way; in some others, it is cheaper to do it by 
ourselves. Am 

But we do think it is important to ee aa facilities for parking lot ! 


that is the purpose of the power. 
Mr. ROCK: Mr. Chairman, according to i tee (e) I thought pion Vv 


“Hotels, restaurants” rather specific “shops, warehouses, storages dnd ‘oti 
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q grant leases and concessions.” If we take the word conveniences out, then, I 
believe that you would be able to rent out as a concession the parking lot. Is 
© that right? 

Mr. MacpouGaAuu: No, I do not— 

Mr. Rock: You are very specific in what you could lease and grant leases 
to or concessions. It is hotels, restaurants, offices, shops, warehouses, storages— 
“well, is a parking lot not storage in a sense? 


Mr. MacpouGAatu: If I may say something, Mr. Chairman. If we just take, 

for example, the word ‘hotel’, the company would have the right to acquire, 
the right to manage, operate or control hotels and in connection therewith or. 
any portion thereof to grant leases or concessions. That I would think certainly 
would include the right to grant a concession on some of the hotel property 
L for parking. 
, Mr. Rock: I am not too much concerned about the concession, let’s say, 
_ for a parking lot for a hotel, but I am concerned about the John Doe public 
who has to come in to get a train or people coming to meet people that are 
getting off the train. They will have to pay to some concessionnaire a fabulous 
~ amount of money for the privilege to park and to enter the station. This, 1 am 
' against and I would like to know how to remove that from this bill. 


fs Mr. MacpouGaLu: Mr. Rock, if I may say, and as you probably have noted, 
in the city of Montreal, we have parking arrangements at the Central station 
and have parking arrangements there for the general public, but there are 
also parking arrangements for the railway patrons. If you go there with your 
car, we provide free parking for the railway patrons for the first half hour. 
_ Now, this is an explanation of the type of things that we have done and per- 
f haps indicative of the point we are trying to make. In providing parking facil- 
' ities, we are trying to provide ease with which our customers can come to and 


go from the station. It would not necessarily cost the customer anything and 
- we would expect to deal with this. Probably something will be done such as in 
oy Montreal, whereby there is free access for the customer to come with his car, 
_ and leave it there for a reasonable time to meet people or pick up baggage or 
_ do whatever there is to do. 

5 


Mr. Rock: All right. 


(Translation) 
Mr. BEAULE: Mr. Chairman, I have a supplementary question. I think that 
hotel parking lots are meant for hotel customers who are not paying for park- 
ing. Why should they pay for parking when they are travelling by railway? 
Wi 
| (Text) 
_- -Mr. Macpoueatt: That is what I just mentioned, Mr. Beaulé. In Montreal 
' they do not pay for parking when travelling by railway or picking up bag- 
i gage. They get half an hour free parking at the Central station in Montreal. 
Mr. BEAULE: But they do pay in Quebec. 
Mr. MacpoucatL: I am not sure that I know the details of the situation in 
~ Quebec, but I presume there must be some way by which they can get to the 
é station without paying for the privilege of parking at the station. I doubt 
- whether they would pay in Quebec for the privilege of parking at the station 
or to pick up somebody. 
| Mr. Caron: What does it cost if you leave your car the full day? If you 
go to Montreal, for the day and return to Ottawa to pick up your car, how 
much would it cost? 

Mr. MacpoucatLt: I am afraid I cannot answer that, I do not know. It 
would probably cost the going rate in that type of service. 


Sage Bee ae ae 
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Mr. Caron: Almost as much as the train. 
Mr. MacpDouGAauu: I do not know. 


(Translation) 


Mr. Guay: Mr. Chairman, I would just like to know if there is a possibil- — 
ity of operating it the same way as in Quebec, where I believe the parking lot Pe 
is owned by the CNR but is operated by the City, with the undertaking of Bh 
reserving part of the parking area for the staff or others if the staff does not i 
use all the area. That is the agreement which was concluded at Lévis, and I _ 
think it is a favourable one. Whoever is just passing may park if the staff is — 
not using the whole area reserved for them, but parking is operated by the 
City under a surrender or a rental arrangement. The parking area is operated 
by the City itself. I think that is the case in Quebec City, but I am not positive. 
For Lévis, such is the case. So, is there any possibility of adopting here the i 
same system or does the CNR wish to operate the parking lot themselves at so 
much per day? If one has to spend one hour waiting for or to accompany some- 
one, will the charge be for one day or one or two hours? 


(Text) 


Mr. MAcpouGALL: I think that the general answer I gave before is the _ 
answer to that question and our policy is not presumably the same here. We Di 
want to provide some facility at the station where people can come without ~ 
any charge and pick up passengers and set down the passengers. If people 
want to park their car for a day, this gets into the realm of what is the com-— 
petitive charge that they would expect for parking their car for the day, and — 
presumably there is no more obligation on the railway to provide free parking 
for a day than there is for a private operator. 


(Translation) 


Mr. BEAULE: Mr. Chairman, I have asked a question a little while ago, but a 
I have received no satisfactory answer. I have asked why it is that a passenger 
travelling by train has to pay for parking his car while on his journey, whereas e 
a hotel customer does not pay for parking when he stays at the hotel. a 
Mr. Caron: Probably the hotel is charging him more than the railway 
company. Twenty dollars a night. mt 


(Text) 
Mr. BEAULE: May I have an answer to that? 


Mr. Barnett: Mr. Chairman, on the question under discussion, I must — 
confess that I am a little bit puzzled by the answer that were given, on this | 
question, concerning parking areas, there is specific . 

(Translation) 


Mr. BEAULE: Mr. Chairman, I have not yet had an answer to my question. 


The CHAIRMAN: Mr. Beaulé, I think Mr. Macdougall answered that he — 
does not feel he can make a comparison between a hotel and a railway 
There is no answer to that question. | 4 ‘in 


Mr. BEAULE: It is not a comparison between the railway and the hotel, 
it is comparing parking for customers of a hotel owned by railway companies 
which is free, with the stations of the same railway companies where parkina 
has to be paid for by the same customers. Then, I would like to have an answer. 
What makes the difference? b 


Mr. Caron: I can give you my opinion. The hotel is charging from iwelvel ‘i 
to twenty dollars for one room which is considerable, whereas the railway 
is charging $2.65 for a trip from Montreal to Ottawa. I think that is the only® 
difference. 


Mr. BEAULE: They could say so, but they don’t dare. 
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bt abe potas of clause (e) a bit, paruceieds in vie st the fact that 
belause (b) makes specific reference to parking areas which under the terms 


- made to leasing, whereas in the clause that we have under immediate consider- 
ation, certain facilities are mentioned; and as suggested earlier, unless the 


i parting altogether from the merits of the question: authorizing under the 
" phrasing the leasing of a parking area to a concessionnaire. I think it would 
e desirable if the railway companies were to offer a direct parking area 
djacent to the station, rather than leasing it as part of their over-all plan 
of parking facilities. But Iam a bit puzzled at the replies which would indicate 


. at this bill as drafted does give to the proposed terminal company the au-. 


thority to lease a parking area in view of the specific reference in the earlier 
“subclause to parking areas which they can construct and operate. 


_ Mr. Macpoucati: I think that under clause (b) the powers are pretty 
eneral, to acquire, construct, provide, modify, improve, maintain and oper- 
te parking areas. That power lies with the terminal company and I suggest 


self or by some lessee of the terminal company. 
to include leasing if that were considered desirable by the company. 

_ Mr. MacpouGat.: I should think so. It is a very broad section. 

Mr. BARNETT: In that connection, I am puzzled over the difference in 


he phrasing. The subclause we have right before us specifically spells out 
1e right of leasing. 


Mr. MAcDOUGALL: Yes, the right of leasing is mentioned there. I do not 
ow that the promoters were particularly concerned with parking areas in 
hat section as much as with these concessions that you see in hotels and 
ations: shops that can be put in to earn a litile extra money for the com- 
nies through rental. Naturally, I would think that the management and 
peration, for instance, of a hotel would include some area around the hotel 
i parking whether the hotel operated it itself or whether it gave a concession 


mplication is that it is much more likely that shops and tines like that would 
e leased rather than parking areas. 


_ The CHarRMAN: Shall Mr. Cantin’s amendment carry? 
Carried. 

: The CHAIRMAN: Shall the section as amended carry? 
Carried. 


The CHAIRMAN: Shall subsection (f) carry? 

Carried. 

The CHAIRMAN: Shall subsection (g) carry? 

| Mr. FisHEr: I just want to ask Mr. Cantin if his amendment will have 
ar thing to do with trucking. 


Mr. CantTIN: For passengers, I move that all this paragraph be deleted 
d that the following be substituted therefor: 
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that subclause can be acquired, constructed and cperated. No reference is 


“term conveniences would cover them I fail to see where we are in effect de-. 


t operating parking areas might mean operating by the terminal company — 


Mr. BarRneTT: You feel then that the term “operate” is broad enough | 


or that purpose. I think that would be within the power of the hotel as a 
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Establish and operate for hire in and about the city of Ottawa a ; 
service for the conveyance and transfer of goods by means of trucks, 
or other highway vehicles, or other means of conveyance and acquire, — 
hold, guarantee, pledge and dispose of shares in any company having : 
for one of its objects the establishment or operation of such a service. ‘ 


Mr. Cowan: I will second it. # 
Mr. Rock: You are taking the passengers out; is that it? 
Mr CANTIN: ies. 


The CHAIRMAN: Mr. Cantin, seconded by Mr. Cowan, moves, that sub- _ 
section ‘“G’’ be replaced by the following: 


Establish and operate for hire in and about the city of Ottawa a ¢ 
service for the conveyance and transfer of goods by means of trucks or 
other highway vehicles or other means of conveyance and acquire, o 
hold, guarantee, pledge and dispose of shares in any company having for 
one of its objects the establishment or operation of such a service. i 


ih i) 


Now, in effect, Mr. Cantin’s amendment will delete four words. : . 
Mr. CaANTIN: On line three, the words “and passengers”, and on line four 
the words “buses, cabs’’. i 
Mr. Rock: I hope that this does not mean that the Canadian Pacific? 
Railway cannot transfer passengers to the Canadian National Railway. r 


Mr. FisHER: I am prepared to have the question and have the amendment — 
carry, but then when the amendment is carried, as I assume it will be, Te 
would still want this open for discussion, because I want to bring in the question ‘ 
of trucking. ; 


The CHAIRMAN: Shall the amendment carry? Ne 
Mr. Peters: Could I ask why the government is recommending this? , 
Mr. CantTIN: We have had representations from the city of Ottawa. ‘ 
Mr. PETERS: Can you explain what it means? 4 


Mr. MacpouGaLu: Mr. Chairman, perhaps I could say a word on Mr. | 
Cantin’s amendment. The bill as drafted before you is in the same general 
form that has been used in bills of this kind before, notably the Toronto — 
Terminal Company Bill, to provide the power, but the Ottawa Transportation — 
Commission made representations to the companies and to the government, — 
because they have an exclusive franchise for handling passengers in and about — 
the city of Ottawa which was given to them by parliament. These powers — 
would transgress upon the exclusive franchise of the Ottawa Transportation © 
Commission. We have no desire to do that, or to get in any conflict of that 
kind. We quite gladly agreed that the reference to passengers should be 
removed so that there could not be any idea that there was a conflict. That 
is the purpose of the amendment. a 

Mr. Perers: Could I ask a question? As I understand it, you are going tor 
have one connection with Hull on one of the railroads, I am not sure which one, 
but you are going to have one connection; you are also going, no doubt, to 
have a line on the Quebec side, and I do not know which railway, but it may — 
be the Canadian Pacific is operating a certain sector of north shore—or 
whatever you call it—that has not got a connection, actually to the east- west 
passengers. There may be one of the passengers of the Canadian National 
that will wish to go on to an area near Lachute, or somewhere that is only 
served by Canadian Pacific. This, if you think this out, means that the railwa 
cannot provide road communications or a connection between those two railwaae 
areas. ’ 
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Mr. MacpdouGAa.u: I think it would mean that if there were a passenger 
bus service set up to transfer passengers, it would have to be done by some 
_ party other than the Ottawa Terminal Railway Company. 

Mr. PETERS: Other than what? 


Mr. MAcDOUGALL: Other than the Ottawa Terminal Railway Company. 
It would have to be done by the Ottawa Transportation Commission or some 
_ other party that is empowered to do that. 


Mr. PETERS: Are you not now empowered to do this under the terms of 
the Railway Act? Do you not have this right now to transfer your own 


_ passengers to another line? You sell a ticket—to Lachute from North Bay, we 
_ will say—and if the train only goes to the Ottawa Terminal and then goes to 


Montreal via Dorval, you do not take that passenger, so you would transfer 
_ him to another line where you have communications to Lachute via the north 
shore, the Canadian Pacific Railway for instance. You now undertake to supply 
this transportation, you sell a ticket on the basis of supplying transportation. Do 
you not have these facilities? 


Mr. SPENCE: Not the railway company itself. The railway company would 
Make an arrangement or contract with a bus company or with a taxi company 
to transfer its passengers but the railway company itself does not operate buses 
_ on the highways for purposes of that kind. It is always done by contract as far 
| as the Canadian Pacific is concerned. 


Mr. Caron: But what if they use buses? Take the Ottawa buses. They 
| only come into the city of Hull; they do not go inside it. Those living two 
“and even three miles inside the city of Hull would have to take two buses 
to go there. That means an impossible increase for the people of Hull because 
the Canadian Pacific Railway do not want to give us service on the other side. 
| They want to take away the trains, without giving anything to replace those 
| trains. That is what I do not understand, and I never will. They should have 
_More trains and tracks on the other side. There is nothing in the bill dealing 
| about this. 

The CHAIRMAN: Will you comment? 

Mr. SPENCE: The only comment that I can make is that there was this 
objection taken to the infringement that apparently was contemplated—or 
| at least unintentionally contemplated—on the exclusive rights of the Ottawa 
| Transportation Commission and when that was pointed out to us, we said that 


, we had no intention of trying to infringe upon their territory or their rights. 


Therefore, we were quite prepared to leave the field to them since this was 
| apparently— 
Mr. Caron: The poor people have to pay for it. 


Mr. Tarpir: What does a passenger from Hull do now? That is, he is on 
Preston Street and he wants to go to where the Beamer Station is now. What 
| does he do? Can he go there by taking one bus or must he take two buses? 


Mr. CARON: He takes on bus. 

Mr. Tarpir: No, he cannot. 

Mr. CARON: Yes. 

Mr. Tarpir: How does he do it? 

Mr. Caron: Any bus, but he has to transfer from one bus to-another; but 
he takes the bus. 


Mr. TarDiIF: Well, if he took an Ottawa Transportation bus he could only 
| get into the edge of Hull. If he wants to go to St. Redempteur Street, for 
‘instance, he has to take a Hull bus. 


Mr. BEAULE: That is out of order, Mr. Chairman. 
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Commission is subject to the jurisdiction of parliament. It resulted originally, — 


things: one, extending their operations into the city of Hull, and, two, amalga- 
- mating these two companies at some suitable time. That agreement was ap 


statutes in so far as details of operation were concerned, parliament was 
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Mr. TarpiF: Sure, it is out of order. ee 
Mr. Peters: Well, Mr. Chairman, I am not so sure it is— 


Mr. Caron: It is 3 miles away from the Ottawa bus and this he will hav 
to pay for. a 


Mr. Caron: You seem to believe that there is only the Ottawa people who 
take this bus, but we have the city of Hull as well. We have to take the share 
of the city of Ottawa and this is the reason why I am here. a 
Mr. Tarpir: I was suspicious that there was a city of Hull. Now, I am 
glad you reassured me. a 

The CHAIRMAN: Order. a 

Mr. Rock: The gentleman from the city of Ottawa. Do you represent th 
city? ae 

The CHAIRMAN: We have Mr. Beament here who is counsel for the Ottawa : 
Transportation Commission. Do you want to question him? a 

Mr. Rock: Yes that is the fellow I want to question. It was stated here 
that the— 4 

The CHAIRMAN: This is Mr. Beament, Q.C., of the city of Ottawa. B 


Mr. Rocx: I understand then, that according to statements made her 


Mr. TarpirF: He has to take two buses. , ” 


An 
ie 


Mr. Chairman, that the Ottawa Transportation Commission—as it is called? 
Mr. A. W. BEAMENT Q.C. (Counsel for the Ottawa Transportation Com- 
mission). ia 
Mr. Rock: It is said that you have complete jurisdiction over transpor- . 
tation within the limits of Ottawa. Is that true? _ 
Mr. Beament: No, we have no jurisdiction over taxi cabs. 
Mr. Rock: No, I mean buses. 
Mr. BEAMENT: Yes, I think that is so. You see the Ottawa Transportation — 


ai if 


oe Te 


prior to the Ottawa Transportation Commission coming into being, really its 
predecessor was created by a pre-confederation statute of Canada and then 
at a later date another company was created. The first company had nothing 
but horse cars. Along in 1890-91, when electricity appeared to be feasible 
for the operation of municipal transportation systems, the province of Ontario 
created another company by letters patent. At one time in the very early 
‘nineties Ottawa had two municipal transportation operations, and they entered 
into an agreement with the city of Ottawa which obviously contemplated two - 


proved by parliament and incidentally by the province of Ontario because 
presumably the city of Ottawa was party to it, and the works of the two 
companies were declared to be works for the general advantage of Canada. 
About a year later the amalgamation act was passed by parliament and these 


two companies then became the Ottawa Electric Railway Company, which 
continued to operate under the statutes of Canada; but throughout in those 


always meticulous to see that they were made subject to the laws of Ont 
in relation to the operation of municipal transportation systems of like nat 

Under one of these earlier acts of 1894, I think, confirming the agreemel 
the city of Ottawa had the right to purchase the operating assets of a compa: 
and in 1948 they exercised that right after a plebiscite and the price had b 
fixed on a formula basis and they agreed to a price somewhat less. In 
meantime the province of Ontario had passed the Ottawa City Transporta 
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mi many years before and it hae Soha atta the possibility of the city 
at some time exercising its right to acquire the operating assets of the Ottawa 
3 tlectric Railway Company. In 1948, when it became apparent that the right 
te _ was going to be exercised, Ontario passed rather drastic amendments to that 
. act to provide for the operation of municipal transportation systems. At that 
_ ime, quite apart from the declaration contained in the Act of 1894, that this 
was he works for the general advantage of Canada, the company was, in fact, 
operating into the city of Hull and therefore the declaration, although in inter- 
mediate acts, was really not necessary because it remained subject to the 
jurisdiction of parliament because of the nature of its operations. 

In 1949, 1948, actually, the agreements provided that the city, fheauen its 
_ statutory agent, the Transportation Commission, would take over the operation 
a of the system, which at that time was part bus and part street railway, and 
_ it was necessary for the commission to go to the minister of transport of the 
- day and get an operating certificate under the Railway Act because parliament 
was not at that time in session. A private act was passed in April 1949, approv- 
ing the agreement and providing that so much of the operation—it took the 
Transportation Commission out of the operation of the Railway Act where the 
predecessor company had been, and it provided that, I have the words here, 
but fundamentally that its transportation operations in the province of Ontario 
would be subject to any general act affecting transportation or any special act 
affecting this operation in particular, and the same thing with regard to the 
province of Quebec, because it was contemplated that the transportation com- 
mission would continue to provide facilities to the city of Hull and sometime 
afterwards, I cannot remember the date, Mr. Caron may remember, they 
switched from street cars to a bus operation. 


Mr. Caron: In 1953. 


_  £Mr. BeamMent: —In 1953, and Mr. Caron will remember the negotiations 
that resulted in a terminus being set up in Hull. 


Mr. CARON: Rather hard. I know because I was the mayor. 


Mr. BEAMENT: Mr. Caron, who was then mayor provided every possible 
facility. In the meantime the commission had gone on an all-bus operation. As 
result of that background—I may say that the policy of parliament was 
ways to impose on the operation, in so far as the transportation system was 
concerned, the law of Ontario. Thus although we are subject to the legislative 
jurisdiction of Canada, we have to get all the licences which are appropriate 
to any other transportation system operating in the province of Ontario. In 
| _ other respects, we are still under the legislative jurisdiction of parliament. For 
| __ instance, our labour relations are governed not by the Ontario labour code but 
_by the dominion labour code. 


(Translation) 

_ Mr. Lesianc: Mr. Chairman, on a point of order. I wonder if we have not 
| gone far astray from the bill. 

| (Text) 

ae Mr. Rock: Not necessarily. 

(Translation) 


a Mr. Lesianc: I understand we have made an amendment with regard to 
| the Ontario Commission, but, on the other hand, I don’t think the history of the 
pe ransportation Commission now being discussed does concern the bill. 


_ ‘The CuHatnrmMan: As regards the Ottawa Transportation Commission, it is 
\ ety important because this is the reason why we omitted the words “buses”, 
__ Passengers”, etc. in the section. That is why the clause was amended. It is 
because the Ottawa Transportation Commission has the exclusive right of 
Es _ transportation in the city and in the suburbs of the city of Ottawa. 
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(Text) 
Mr. Rock: You see, I want to know whether we have to remove buses and a 
I will come to this later on after the gentleman has finished. 
Mr. BEAMENT: Well, in 1954, the privy council decided that a company 
operating buses from one province to another was not subject to any of the Ve 
laws of the provinces regarding licences, and it went so far as to say that if 4 
they were operating a bona fide interprovincial operation they could pick up By: 
and drop passengers entirely within the limits of one province without control m 
under the provincial status. As a result of that, parliament in 1954 passed the 
Motor Vehicles Transport Act. Now the government of Canada, as I understand © 
it, had no facilities for licensing motor vehicles throughout Canada. So the 
effect of that statute was to make, insofar as the operations to which it applied, 
the local highway transport board the agent of parliament for the purpose of 
granting licences. It made these operations which were subject to the juris- — 
diction of parliament subject to provincial law in relation to things of that 
kind. The act applies, I think, to a provincial undertaking meaning “a work — 
or undertaking for the transport of passengers or goods by motor vehicle con- — 
necting a province with any other or other of the provinces extending beyond ~ 
the limits of a province”. It does not describe it as an operation carried out by © 
an organization subject to the legislative jurisdiction of parliament. Now this — 
proposed act, in my very humble opinion, properly states in section 19 that 
the works and undertakings of the company are hereby declared to be works | 
for the general advantage of Canada. That takes them out of the jurisdiction ” 
of the province, but it does not bring them within the jurisdiction of the Pro- " 
vincial Motor Vehicle Transport Act because of the definition of the type of b 
operation which they supply and because they are not running between two ~ 
provinces or outside one province. They are entitled to carry on their business ~ 
in or about the city of Ottawa, which is entirely in one province oresimabii P 
I just want to show you the evil of this if it were allowed to stay insofar as Me 
the Transportation Commission is concerned. K 
Under our Ontario legislation, we have unrestricted rights to run in the © 
City of Ottawa. I think really, if it were not that we were not apt to do it, 
we could determine what streets we would run on and where we would stop 4 
our buses. We have never done that, and I am not suggesting that we could. — 
We have unrestricted rights to run in adjoining municipalities in Ontario, on 
routes that we were operating at the time—in August 1948. That aspect oft 
the matter has become unimportant now because the area to which that would 
apply has since been brought into the City of Ottawa by annexation. If, how- — Fs 
ever, we want to run, even for a few hundred yards into the Township ofe 
Nepean, or into the Township of Gloucester, which are the two townshivia 
closest to Ottawa, we have to get a by-law of the township permitting it ‘ 
because we are subject to the legislation of 1949, which is provincial legisla- — i 
tion. We have also to apply to the Ontario Highway Transport Board for a A 
certificate of public necessity and convenience in relation to the re-routing. — 


We are completely under the control of the over-all picture. We have to. 
satisfy them with regard to competition with other operations which may — 
have been licensed under the Public Vehicles Act in Ontario in the areas in 
which we choose to run. Now, under this act it is wrong. This Ottawa Terminal 
Railway Company could just run into any place—it could run a bus route into 
Nepean. I do not suggest that that was ever the intent of the railway, but it 
points out the evil. 


There is no restriction in this act, if they want to run buses, bringing 
them under provincial jurisdiction. 

When this was brought to the attention of the Transportation Commission, 
we had conferences with the railway, we had conferences with the National — 
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Capital Commission, and we had conferences with the Department of Trans- 


port. These four agencies agreed, and I have the letters here, that this sort of 
thing was never intended and that those words should be taken out of the act. 
We do not believe in unrestricted operation; we do not believe in anybody 
being entitled to come into Ontario without any controls from the Ontario 
authority. There is no dominion authority to govern in detail, to grant licences, 
etcetera. There is no control. We do not believe in that. 


Mr. Rock: Surely this central station will be receiving passengers and 
goods from all over Canada and, in my humble opinion, it will be to the 


general advantage of all Canada— 


Mr. BEAMENT: Oh, I think so. I do not talk about section 19 at all. I think 
it is essential. 


Mr. Rock: How is it then, since your Commission has so much power, or 
has received so much power, that the provincial transportation buses have 
their central terminus here in Ottawa and bring in passengers, tourists let us 
say, school children and the like, from other parts and they do not let them 
out at their central terminus but drive them all over the City of Ottawa to 
see all the buildings. 


Mr. BEAMENT: You are referring to Colonial Coach? 
Mr. Rock: Yes. Where do they get this power from now? 


Mr. BEAMENT: They must have that power by reason of licences granted 
by the Ontario transport department on the recommendation of the Ontario 
Highway transport board, because people cannot run from one municipality 


| to another. 


Mr. Rock: You are not getting my point. I am not saying that they should 
not go from one municipality to the other. I am saying they do take bus loads 
of school children from many places in Quebec or Ontario. They do not 
bring these school children to the terminus and let them go onto the local 
buses but they themselves travel all over Ottawa on a sightseeing tour. 

Mr. Tarpir: They only do that if it is a chartered bus? 

Mr. BEAMENT: They can do that. 

Mr. Tarpir: Only if it is a chartered bus? 

Mr. BEAMENT: Yes. Just if it is a chartered bus. The regular routes 
finish at a terminus in Ottawa but chartered buses come in and do that. They 
do not do the thing that we object to; that is, pick up and discharge passengers 
within the city of Ottawa. 


Mr. Rock: Then, now I— 


Mr. BEAMENT: We could not pretend that we could bring in a busload of 
children from Ogdensburg to see the parliament buildings. We do not think that 
this is competing with us. 

Mr. Rock: Right, that is very good; I am glad to hear that. 


Mr. BEAMENT: We are in favour of that. You see we are a local transporta- 
tion system, but as Ottawa gets these dormitory areas, which are outside the 
municipal limits, we feel a duty to service them and this continuous process 
entering into contracts with the adjoining developers and the adjoining munic- 
ipalities creates service further. 


Mr. Rock: You see, Mr. Chairman, I was just getting to one point which I 
can clarify now. This idea of removing the word “buses”, I think is good for this 
reason. The two railway companies, the Canadian National and the Canadian 
Pacific, are at a disadvantage compared to the provincial transportation buses, 
because when they have many school children coming from all over Canada 
to visit this place, they have to get off the trains and walk and visit parliament 
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‘right into Montreal, pick up school children, but loads of school children, come 


- should have to go to the Ontario highway transport board and get a public ya 


diction, but I believe that in this instance the word “buses” should not — be 
removed. ae 


whether that is a problem, but, if it did become a problem at some time 
the railways, or one of them, felt that they were being ill-served, I can 
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and the Wes inueresune seit of the peaonal Daven icne Theretore, 1 
that this newly-formed railway company should have at least the authority 
have its own bus service of some kind to which it could transfer its passengel 
or tourists, who come in chartered trains in a sense, because they do, let us 
say, ask for sufficient students to fill one or two cars. I think that they, should 
have the power also to operate buses for the same purpose. And I think some- 
where in this bill they should have power to at least operate these buses as they 7 
wish to for that purpose. “ll 


Mr. BEAMENT: May I say a word about that? There are three, adequately 
equipped, serviced and operated bus companies in the city of Ottawa with motor 7 
vehicle facilities, licenced drivers and all this kind of thing, who are prepared to. 
provide exactly that service. They are in competition. The Ottawa Transporta- 
tion Commission is one, the Colonial Coach Lines is another, and the third one 
escapes me. a 

This whole matter was canvassed in great detail before a full sitting of , 
the Ontario highway transport board some three or four years ago on the appli 
cation of a fourth bus company who wanted to provide for chartered services 
within the city of Ottawa—and incidentally wanted to provide some mina 
service outside the city. That was the fact, to get a chartered service; and the eo 
Ontario highway transport board, after a very long hearing, said there was abso- i 
lutely no necessity. These three systems, well-managed, well-serviced organi- 
zations, have proven themselves to be absolutely capable, on a charter basis, 
providing service of the nature you are asking about. 


Mr. Rock: I agree with what you just said, but the point is that the Cana- © 
dian National and the Canadian Pacific Railways are at this disadvantage. These e { 
companies that you mentioned can go anywhere in Ontario. Colonial can come 


here into Ottawa and then make a sightseeing tour throughout the Ottawa a 
Hull area; and yet the Canadian Pacific and the Canadian National have not 
the right to do that. I think that through this company they should have that 
right. - 
Mr. BEAMENT: I Secon not. I suggest that if the Canadian National and 
the Canadian Pacific want to do it, either one of them could apply, but they 


vehicle licence. 


Mr. Rock: I agree, but at the same time we have to give them the pone 
in this charter to do so. I know that they will still come under provincial juris- 


oa 


Mr. BEAMENT: Well, I do not mind, at least the transportation commission, 
I am sure, does not mind, how many people get certificates of public necessity 
and convenience to operate from outside the limits of Ottawa into Ottawa, but, 
under that certificate they cannot drop and pick up passengers in the Ottawa 
area. ; 


Mr. Rock: I would not want them to do that, I would want them at least 
to have the power to operate a bus service of their own or to make arrange- 
ments towards that end. They should have that power to handle their tourists 
in the proper way. Let us say that certain schools charter so many cars. T 
Canadian National and the Canadian Pacific, through this projected company, 
could also transfer them on to their own bus service and take them on a guided 
tour around Ottawa. a 


Mr. BeamMentT: I doubt very much, with great respect, Mr. Chairman, 


a ee ene 
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a hinitic + to prevent en from erie | a letters patent company incorporated in 
one of the provinces, which would then be subject to the clause to your own 
fact and to their own motor vehicle transport act. Let them operate that type 
¥ hoe subsidiary, which is not an essential element of a terminal, under the laws 
of the province in which they are running as a separate and public enterprise. 


4 | Mr. Rock: Mr. Chairman, I would like to know what the two legal 
_ advisers of the Canadian National and the Canadian Pacific think of what I 
just said. 


Mr. Spence: Well, speaking for the Canadian Pacific, Mr. Chaienied we 
feel that our primary interest is in carrying passengers by rail and we are 
very glad to have these tours of school children come to Ottawa. We think 
they are well served now, because when they arrive in Ottawa by rail, ar- 
rangements can be made by those tours to charter buses from the Ottawa 
' Transportation Commission or one of the other carriers, and carry these 
children around Ottawa to their hearts’ content. We do not feel that we 


the facilities are already there. 
. Rock: Then you have no objection to this word “buses” being re- 


. MACDOUGALL: None whatever. 


He . REGAN: Just one thing arises out of Mr. Caron’s question. We do 
_ have someone here from the National Capital Commission, I think, Mr. Chair- 
| man. I don’t think it is necessarily germane and probably isn’t germane to 
this bill but I think that Mr. Caron has an excellent point. The National 
Capital Commission has recognized Hull as part of the area by acquisition of 
lands and parkways over there. At a time when they are moving the railway 
station further away from the citizens of Hull, if, as he suggests, that is going 
to mean they are going to have to pay two separate bus fares to get to the 
station as compared to one at the moment—if he is accurate in that—then, I 
rtainly think that there is a responsibility on the National Capital Commis- 
sion or some federal authority to look into the possibility of developing a 
system whereby you could transfer from the Hull public transportation system 
to the Ottawa public transportation system without paying a second fare. I 
think that that is owed to the people in the Hull area and I think it should be 
the concern of the National Capital Commission because, after all, it is their 
_ idea that this station be moved. 

Mr. Caron: I think they should build a station outside of Hull and they 
ould put a train on that line. 

Mr. Peters: This is an important question. I have the idea in mind that 

the capital commission is probably more involved than the railways. I would 
like to ask the Ottawa railway witness a question: You made this application 
to the government to have the government members remove this section from > 
the bill. In doing this, did you provide the alternative that Mr. Caron asked for? 


. BEAMENT: Oh, no. 
. Peters: Well, are you willing to do so? 
. BEAMENT: Oh, I can’t answer that. That is a matter for the committee. 


1 Sa . PETERS: Well, then, how can you really expect us to agree to this if 
) we are eliminating a service, or a series of services, that are now being 
le provided that will not be provided under these terms? I believe that the link 
| between the railways on the Ontario and Quebec side, with the one exception, 
te _ has been pretty well severed. This means that people being serviced by those 
railroads are at a great disadvantage. Now, it isn’t unusual for a railroad to 
| operate a bus service. The Ontario Northland Railway has operated buses for 
years. 
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Mr. BEAMENT: I am quite well aware that it is owned by the province of 
Ontario, but they do operate this bus service quite extensively. % 

Mr. Peters: And I see no reason why the Canadian National and the : 
Canadian Pacific shouldn’t operate this, unless, as they say, they do not wish . 
to do so but we, as members of parliament, are going to have to provide that 
link. If you are not prepared to provide it, then I think we have to insist _ 
that the railway or the capital commission provide it. ie 

Mr. BEAMENT: I do not think, if I may say so, Mr. Chairman, that is a : 
very fair question—that it is a very fair statement to say that if I am not 
prepared to provide it, others must. I don’t know what the views of the trans- 
portation commission vould be if the matter were put to them. It would obvi- 
ously have to be put to them. It would be really a step towards a federal dis- ue 
trict or a national capital district transportation system. 

Mr. Perers: I have followed very carefully what you have said and I~ 
presume this is what the government had in mind originally in granting you 
a national charter? 

Mr. Beament: I don’t think so. 

Mr. Peters: Did you not buy the Hull Electric Railway at one time? 


Mr. BEAMENT: No, no, never. Historically, the Hull Electric Railway — 
ran from Aylmer to Hull and so on and into, under the parking area beside 
the chateau. Their station was downstairs and I think you can still see the © 
entrance to the station. Then they went out of business—I believe for eco- — 
nomic reasons. 


An hon. MEMBER: They were put out of business. 


Mr. BEAMENT: They were put out of business. And I think they were a 
a subsidiary of Gatineau Power but it was then that the Hull City Transport, Bis 
an all-bus service, was incorporated. From time to time discussions have 
taken place between the Hull City Transport and the Ottawa Electric Rail- 
way; and then the transportation commission, because the Ottawa transporta- — 
tion system, by whomever it was authorized, recognized that they should run ~— 
into Hull; Hull recognized that too, but they also recognized that comparable es 
rights should be given to the local system in Hull to run into Ottawa. 


Mr. Peters: Well, Mr. Chairman, would the Ottawa Transportation Com- hy 
mission, in your opinion, be willing to give us an assurance that they would y 
work out a reciprocal agreement with Hull Transportation Company so thatias 
Hull would have free access to this terminal for their bus line, and in return is 
for this the Ottawa section would have free access to the Hull railway terminal. 


a 


Mr. BEaMENT: I think, Mr. Peters, that is a question that I am unable to — 
answer. I am not dodging at all, but I want to put the point to you. The Ottawa 
Transportation Commission, unlike the Hull City Transport Company, is omg 
publicly-owned operation. Under the law, as it exists at the present times 
they get no financial assistance from anything except the fare boxes. Out of 
that they have not only to service poorly-organized debt, but also a very ~ 
large debt to the city of Ottawa, and they have to do everything in relation | io 
to replacing their buses as they become obsolete or obsolescent, and generally, - 
they are financially entirely on their own. The Hull City Transport on thea 
other hand is a privately owned enterprise; and I am not suggesting what they y 
would be prepared to do, I just simply, of course, do not know. They are . 
absolutely independent. a 


Mr. Peters: We have an obligation, I would think, as members of pa 
liament, to limit as much as possible the displacement that is going to take 
place pecaue of this change. All I am suggesting is that if you or the Hull 
Electric could give us some assurance that a reciprocal agreement would be tf 
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available which would allow one cf these services to provide transportation, 
this might be satisfactory. Otherwise, I believe this is the responsibility of the 
railway. They will disagree, and so the railway will say it is the responsibility 
of the National Capital Commission for having made this change. Someone has 
to assume this responsibility; and we as members of parliament should have 
some obligation to ensure that, without extra charge, the people travelling 
on the east-west line going to points on the adjacent line in Hull will be able 
to make that connection at the least possible cost to themselves, or at least 
to have a facility provided even if the cost is not a consideration, don’t you 
- think? . 


Mr. Rock: Well, Mr. Chairman, I think we are concerned with the services 


_ that were established between the railway stations that existed in Hull and 


Union Station here, which now is going to more or less disappear; and I think 
we should possibly add a subclause (h) which will give this newly-created 
railway company the power at least to establish transportation between this 
station and the new Hull station for their passengers by means of bus or 
taxis. At least they should get this power or concession. This is up to them, 
but they should have the power at least to operate some system where they 
can bring passengers from the central station which will be operated by 
this newly-created railway company to the new terminal they are going to 
build in Hull. 

Mr. Ryan: Mr. Chairman, while I think this power should be here, I think 
it probably is already subclause in 10(g) where it says: 


establish and operate for hire in and about the city of Ottawa a service 
for the conveyance and transfer of goods and passengers by means of 
trucks, buses, cabs, or other highway vehicles— 


The CHAIRMAN: This section has been amended. 
Mr. Rock: They are removing the words “buses” and ‘“‘cabs’’. 


Mr. BARNETT: Mr. Chairman, I find myself very much interested in the 
statement given by the representative of the Ottawa Transportation Commis- 
sion. I am sorry I didn’t catch his name. We got some very interesting back- 


| ground which reveals that probably we have here the only federally-chartered 


municipal transport system in Canada. 
An hon. MEMBER: You mean a railway. 
Another hon. MEMBER: It is a monopoly. 


Mr. Barnett: My personal recollection began to come in when he got to 
the bill of 1954 which had to do with interprovincial highway transport, but 
I would like to suggest, Mr. Chairman, that the amendment we have before us 
comes to the very nub of the question that was concerning at least a number 
of members of the committee when we began these discussions. This had to do 
with the implications of the removal of the existing Union Station from a 
central location to one nearer the periphery of the city. Now, to me, it is 
apparent that the original drafters of this bill—and I don’t know who was 
responsible for it—had in mind that the terminal railway company should 
have the right to operate a complete system of services which would cover 
any changes that were caused by the proposed relocation of the station and 
the disbandonment of certain formerly existing railway lines. I think this 
proposed amendment is a very important question. 

Quite frankly, if we pass the amendment as it is proposed, it seems to 
| me that the terminal railway company, and indirectly behind that the C.P.R. 

and the C.N.R., will be placed in a position where they are completely at 
the mercy of local transportation companies or facilities as to whether or 
not they can provide an adequate service to their passengers. I was satisfied 


would give them the right, failing the ability to make suitable arrangements 


my home to Ottawa, I expect that I am going to be able to arrive ata suitable 
‘the C.N. and the C.P. jointly to operate this facility, we should at least pro- 


- conveyances for their passengers—not only for goods. After all, people have 


suppose that it was desirable that a link by bus be provided between this 
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with the clause as it is assuming that the terminal railway company w 
not go into providing facilities that were satisfactorily being provided by some 
other body. | | : | a 
I am not familiar in detail with the plans of operation of the Ottawa — 
Transportation Commission but I think we are all aware that there is a_ 
pattern, because of changing circumstances, of reduction of the level of public 
transportation facilities in many places in this country, and this same develop- — 
ment could take place in Canada. i, 
I feel quite strongly that, particularly if we have to agree to the pro-— 
posed relocation of the station and the matter of providing facilities to the — 
general region, at least we should protect the right of the terminal railway — 
company to provide these facilities failing some satisfactory arrangement with — 
other operators. ie 
The business of the federal charter or federal jurisdiction over the local © 
transport system was something of which, I have to admit, I was completely a 
unaware until we heard the statement this morning. If this can create some — 
statutory complication as far as parliament is concerned, well, certainly, that — 
is something we should take care of; but personally I don’t think we should — 
simply agree to eliminate the proposed words which, in effect, would make 
it impossible, as I read it, for the new proposed terminal railway company i 
to accept a responsibility which obviously was on the minds of whoever _ 
originally proposed this draft bill. If we could incorporate some phrase which — 


with other transportation agencies or something of that kind, it would satisfy 
me but I certainly think that we have a responsibility to protect the right ag 
of the railways to provide necessary daily services to their passengers. et 


If I buy a railway ticket in Port Alberni, which is the nearest station to | | 
destination in Ottawa. I think that if we are going to set up the mechanics for F 


tect their rights to ensure, and we should insist that they do ensure, suitabl 


. 


some importance even though the products of commerce are important as well. 
Mr. MacpoucaLt: Are you suggesting, Mr. Barnett, that they should | 
provide suitable services to transport passengers within the area of the Na- 
tional Capital Commission. I am sure that is not done anywhere in the world. 
An hon. Memser: It can be done. x ' 
The CHAIRMAN: You are suggesting that only as far as Hull is concerned? — 
An hon. MEMBER: It can be done. Be, 


Mr. BARNETT: Well, let us take a hypothetical situation. Mr. Caron knows 


more about the Hull situation than I do, obviously. 7 
The CHaIRMAN: No, but I would like to know what you are trying ey 
point out. Surely, you are not suggesting that any railway is supposed to 
transport passengers to what is suitable for a particular passenger. aa 
An hon. MEMBER: To anywhere in the city of Ottawa. a 


Mr. BARNETT: No, no. I don’t want to be misunderstood on this, but let’s” 


proposed new terminal station and the terminal in Hull. I think that the 
terminal railway company should be able to establish a direct-route service 
of that kind. For example, if the present Union station is eliminated there 
should be the right to deposit passengers from a train at a point somewhere 


close to where the present railway station is. ae 
The CHAIRMAN: Mr. Fisher. | 
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_ Mr. Fisuer: I have to leave and I was wondering if the committee would 
- yes ata to setting aside this particular pubeeciion in section 19 BeraeG 


The CHAIRMAN: On paragraph (g)? 
Mr. FISHER: Yes. You see Se ee pahe (g) relates to section 19 a there 


_ review what took place before the Senate committee, will see this. All I am 
_ asking for in a sense is that this be put over to another meeting. Now, I 


_ sections to keep you going for the rest of the day. 

Mr. REGAN: Do we sit this afternoon? 

The CHAIRMAN: No. 

Mr. Rock: You have no objection to my proceeding. 

Mr. REGAN: If we are going to sit this afternoon, or if we could sit this 


_ people who have had their representatives and their lawyer here from some 
- distance three days in a row. If we were to sit this afternoon, perhaps Mr. 
Fisher could be here at that time. 

Mr. FISHER: No, I can’t. 

The CHAIRMAN: It has been agreed that we don’t sit this afternoon. 

Mr. Fisuer: I cannot be here this afternoon. In any case, I understand 
that this will be left over for the next meeting. 

The CHAIRMAN: One moment, please. I was going to make the suggestion 
that we go ahead with the amendment which has been suggested, and leave 
out the question of trucks. We could pass the section subject to the trucking 
aspect. 

| Mr. Caron: So we all accept that we can discuss this section? 

The CHAIRMAN: Discuss it. 


4 a ' (Translation) 

ia Mr. BEAULE: I have a question to ask regarding subsection (g) in con- 
nection with a question asked by Mr. Peters concerning passengers coming 
' from the West who have to go to the north shore of the Ottawa towards 
i Montebello and Lachute. Is it the intention of the railway companies, the 
) Canadian Pacific in Seaatae to discontinue the passenger service line Ottawa- 


m (Text) 

} Mr. MacpouGaALL: Mr. Chairman, there was a proposal this last September 
_ to discontinue some of the trains on that line but not to discontinue the whole 
- passenger service. There were still to be trains operating. Now, there were 
' protests over the proposed discontinuance of the trains that had been suggested 
i" and the board of transport commissioners directed us to continue those trains 
t in operation until such time as it could hold a public hearing and decide whether 
A discontinuance of those particular trains should be permitted or not. 


_ (Translation) 
; Mr. Beaute: Mr. Chairman, I have not finished. Assuming that these 


- assume that there will be enough in the present discussion and in the other ~ 


4 afternoon, it seems to me that we would be accommodating the trucking 


"lines will be discontinued, how would you carry passengers coming from the | 
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West who ay off at Ottawa, with cae stich to that portion in Ue province of 4 


or “cabs’’? 
The CHAIRMAN: This is not part of the bill. 
Mr. Beaute: Mr. Chairman, that is part of the bill. 


The CHAIRMAN: If there was no railway on the other shore, there would ~ 
have been no relation to the bill. But there is actually one if you insist on © 
establishing a connection. 4 


Mr. BEAULE: If some passengers get off at Ottawa and wish to go to 
Montebello or to Lachute, how would the railway company carry those pas- 
sengers to Lachute if the passenger-service on the north shore is discon- 
tinued? 

The CHAIRMAN: They would have no service. 


(Text) 
Mr. Rock: Mr. Chairman, I intend to make another— 


The CHAIRMAN: One moment please, Mr. Rock. I want to let Mr. Beaulé 
finish and then Mr. Barnett hasn’t finished his remarks. 


Mr. MACDOUGALL: Well, the only answer I can give is that the passenger 
service is not being discontinued. That is not the proposal. The proposal was 
only to take off some trains that were not being adequately patronized but 
there will still be passenger trains running on the north shore if the board 
grants us the proposal that we have made. It is not to take off the whole pas- 
senger service but only to take off those trains that have not been adequately 
patronized. 


(Translation) 


Mr. BEAULE: Now, will the time table be arranged so as not to allow a long 
delay from the time the passengers get off in Ottawa to the time they take the 
train for Lachute? 


(Text) 


Mr. MAcCDOUGALL: Well, it is impossible for me to say what the time table 
arrangements will be in the future if the board grants our proposal. That is a 
matter that has to be discussed and worked out by our passenger and operating 
people at the time to give the most convenient service available. I cannot say 
now what the schedule may be at some time in the future, if the board grants 
our application. 


(Translation) 


Mr. Caron: Has not Mr. Crump stated that he intended to get rid of the 
passenger service? 


(Text) 


Mr. MAcbouGALL: I do not think Mr. Crump said that he intended to get — 
rid of the passenger service. I think all that Mr. Crump said was that we were 
faced with decline in patronage in the passenger service and the time might 
come eventually when the passenger service would disappear. 


(Translation) 


Mr. Caron: If I remember well it seems to me he said he eventually 
wanted to get rid of the passenger service which was uneconomic. However, 
with regard to the service Ottawa-Montreal, via Montebello and Lachute of 
which the Board of Transport have accepted to discontinue the present service, 
will there be only one morning train to Montreal and one evening train bag 
from Montreal. 
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(Text) 

Mr. MacpbouGALL: I am not entirely clear as to what the train schedule 
| was that was proposed—I can’t say without having it before me exactly when 
| those remaining trains were to operate but I don’t know that I can go any 
further than that at the moment. Certainly, the trains that will remain will, 
we will attempt to operate at the times when the demand is greatest for them 
and when they will be attracting their greatest number of passengers. 


(Translation) 


Mr. Caron: Doesn’t the Canadian Pacific act the same way with regard 
to the service to Maniwaki and that to Pontiac? It started by discontinuing 
one train and then cut them all? 


Mr. BEAULE: That is the policy. 

Mr. Caron: And then, they let us down. 

Mr. BeEauLE: Mr. Chairman, on a point of order. In this connection, we 
want to have the assurance that passengers residing on that line will continue 
to enjoy the service when they get off at Ottawa and wish to go to Lachute. 
| If we accept the bill, we do not have the assurance and then, no purpose will 
_ be served in discussing this project. We want to have the assurance that those 
|} people will get, one way or another, the railway service if the project must 
_ end up there. 

The CHAIRMAN: Mr. Beaulé, you know very well that, even if this bill is 
not passed, nothing would prevent discontinuing the passenger service Ottawa- 
| Montreal or any other one in Canada. The bill under examination cannot 
| establish a service. 
fe Mr. BEAULE: We can establish a service and we have the authority to 
/@ do it. 
aimee ( T'ext) 

The CHAIRMAN: Mr. Barnett. 


oR Mr. BARNETT: Mr. Chairman, I think it should be clear that the point I 
| was leading up to was that I feel the proposed amendment involves a rather 
| important change in the concept of this bill as it was originally drafted. Now, 
iim quite frankly, I am not satisfied with the explanations we have had so far 
| with respect to the bringing forward of this amendment. All I have heard 
so far from the witnesses that are before the committee was that there ap- 
| peared to be some conflict in this bill with some existing statutory provisions 
| that affect the Ottawa Transportation Commission. We have the statement 
| from the counsel of the railways that they do not wish to become involved in 
| any controversy with the transport commission, but certainly I would suggest 
| that surely this provision.was not thrown into this bill originally for no good 
- reason at all. 


Now, I do not know whether this is a matter which the counsel for the 
~ commission or the railway should deal with directly, but certainly I would 
' want to be assured that there was something more than purely statutory 
grounds or something more than a desire on the part of the railways to avoid 
becoming involved in an unnecessary conflict with the local transportation 
commission before I could agree that this was a desirable amendment. It seems 
to me that, as it is drafted, it would give the Terminal Railway Company a 
right or a power which I think properly should belong to it to ensure that the 
terminal facilities in this area are properly planned. In other words, failing 
| any other suitable arrangements by the terminal railways, in the interest of 
the passengers of the two railways that are participating, they should have a 
| right to assure that such facilities are, in effect, provided either directly or 
| indirectly. 


sett 
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Now, if we pass this amendment, in effect, we are placing the railway — 
companies at the mercy of local transportation companies. I am not saying this © 
in any way to be derogatory to the operation of the transportation commission 4 
but the transportation commission, I assume, is largely under the policy direc- — 
tion of the city of Ottawa. I may be wrong in that but it is in effect a municipal i 
service and, supposing it decided to wind up, where would that leave the rail- “a 
way companies if we pass this amendment? 4 

Now, this may be purely hypothetical but, in view of what some of us — 
observed as to what is going on in various other parts of the country in con- P 
nection with the facilities, and in view of the discontinuance of various pas- ~ 
senger runs, we know that in other areas the railways have apparently had i 
the right to enter into suitable arrangements for the transport of. passengers. : 
For example, if I want to travel from Port Alberni, the railway company can ~ 
sell me a ticket which is good on the Vancouver island coach lines to their © 
nearest point of the operation of the railway passenger train. 


I want to be sure that this Terminal Railway Company has at least the © 
right to ensure that the necessary linking facilities and the necessary facilities i 
for the delivery of their passengers to a point of their reasonable conveniences ® 
are included in the powers granted under this bill. 


The CHAIRMAN: When you are talking about reasonable conveniences, Mr. — 
Barnett, you are talking about terminals—from one terminal to the other— — 
from Hull to Ottawa, are you not? a 

Mr. BARNETT: Well, or alternatively in my view, if we are going to move q 
the terminal station, as it is proposed, I feel the railway companies have some ‘a 
responsibilities to at least have the right to preserve the service to their pas- © 
sengers that they: are presently providing. Now, this, I think, you will realize, a 
Mr. Chairman, was one of the points that we discussed earlier and one of the i 
points which we have not really decided yet and I think this amendment is © 
very pertinent to this. : 

The CHAIRMAN: I was going to ask— 


Mr. BARNETT: Whether we should have the Minister of Transport come : 
before us—he introduced the bill in the House of Commons on behalf of the ~ 
government—to tell us whether this amendment meets with their provisions 4 
or discuss with him whether we could resolve this statutory conflict in outline, © 
I don’t know, but I am not trying to put the counsel for the transportation | 
“commission or the railways on the spot in a way which may be beyond their § 
knowledge or their authority; but failing some answers from them on this 
- point, I think we perhaps should consider who can give us this answer, whether “ee 
it is the National Capital Commission or perhaps the Minister. ) a 


The CHAIRMAN: I was going to ask Mr. Spence—following your question - 
a while ago—how this section got into this bill. What was the purpose of 
including buses, et cetera? 7 

Mr. K. D. M. SpENcE (Counsel for Canadian Pacific Railway): Well, 1} 
think, Mr. Chairman, that, as Mr. Macdougall said at the outset, this bill was BY 
drafted along the lines a other bills. For instance, the Toronto Terminal — 
Railway Company Act of 1906 contains a provision that the company may 
establish and operate for hire a service for the conveyance and transfer of — 
passengers and baggage by means of omnibuses, cabs or other road con- — 
veyances. Now, in actual fact, that clause in the Toronto Terminal Railway 
Company bill has never been put into use. I think that was just imported into — 
the draft of this bill because it was in the old bill and the Toronto terminals” 
bill was being followed as a precedent but— a 


Mr. Peters: Do you not now police, in the Toronto terminal, the taxi 
services being provided? a 
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. SPENCE: Yes, oh, yes. 

. PETERS: You really are operating and using this section? 
. SPENCE: Well, we are not providing this service ourselves. 
. PETERS: No, but you are policing it? 


. SPENCE: I think that for a while we did grant a concession to one 
Y taxi company to the Toronto terminal’s area. Then I think that that was can- 
_ celled and all taxis were allowed to come freely. Of course, all taxis can come 

and deliver passengers through the Toronto terminal to the Union station. 
a Mr. PETERS: Outside? 


Mr. SPENCE: Outside taxis can come to the station to deliver passengers 
but, for picking up passengers, for a time we had a contract with one taxi 
company and then I think that was cancelled and it was left wide open. 

Mr. PETERS: So really this section has operated? 


| Mr. SPENCE: No, it was not under that section, because that was only a 
| matter of making a contract with other companies to perform the service. 


Mr. PETERS: But you only had the right to make that because of this 
clause? 3 


Mr. SPENCE: No, I don’t think so. We, I think, the Toronto terminals had 
_the right to make contracts to limit the access to the station of the taxi com- 
_ panies but this clause, as it stands— 


Mr. Peters: Well, on that point, is it not true that the licence of taxi 
| companies would allow any one of them equal rights—the right to your ter- 
| minal is your decision? 

i Mr. SPENCE: Yes. 

Mr. Peters: The licensing was done by the city of Toronto actually? 

| -Mr. SpENcE: Oh, yes. 

ae Mr. PETERS: So you really made the decision on who would come and who 


\ would not come. You say you let them all come. Well, it was under this 
clause, was it not? 


Mr. SPENCE: No, my understanding of this clause is that it empowers the 
- company to go into he business itself of carrying the passengers around the 
city. It is not just to empower it to make contracts with taxi companies on 
this basis. 

May I point out that the Canadian Pacific Railway Company itself does 
not have the power under its charter to enter into a passenger business on 
“the highway and, when we want to have our passengers carried on the high- 
way, we make a contract with one of the local carriers and that works out 
very satisfactorily. 

I think this subclause (g) as it was drafted would probably go beyond that 
power and give the terminal company the power to go into the passenger 
_ business on the streets of Ottawa itself and, when we realized that was really 
more than one of the parent companies had at any rate, we did not insist on 
it. We would be quite satisfied in the city of Ottawa and the city of Hull to 
leave that to the local transportation companies and if it is necessary to 
_ transport passengers from the terminal in Ottawa across to Hull, it is possible 
that we may be able to make a contract with one of the local carriers to do that. 

Mr. PETERS: Under what clause? 

Mr. SPENCE: That is just what Mr. Macdougall and I were looking for. 
Where is the clause in here that would empower us to make a contract of 
that kind? 

Mr. Rock: This is what I was getting at, Mr. Chairman, that if we adopt 


| the clause as amended, as suggested by Mr. Cantin, and then make another 
i 21240—3 
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subclause (h) and then we would remove the words “in and A ee tae city 
of Ottawa” and replace that by “between their Ottawa terminal and the rail-— 
way station or stations in the city of Hull’, and that would give them the 
power—if they want to—to maintain some sort of a service to transfer pas- 4 
sengers and everything else from the central terminus of Ottawa to anyg 5 
of the stations that are established or will be established in Hull. 


Mr. BEAMENT: Mr. Chairman, might I add that, in view of this discus- 
sion, to my evidence as given up to this point? d 
Mr. Rock: Mind you, they can hire, they can do what they want, but as 
long as they have the power to establish a service— if 


Mr. Beament: As Mr. Barnett said, the railways sell transportation on 
bus lines but that is really interurban bus lines and we, of course, are not 
touching that at all. Of course, if the railways want to set up a ticket agency 
with the transportation commission, I don’t think the transportation com- } 
mission would have any objection, but this is not purely a constitutional prob- | 
lem. : 


An hon. MEMBER: This is interprovincial. 


Mr. BEAMENT: I have to go into the constitutional aspects of the things 
to show that the clause as it presently reads, gives to these railways the 
power to do local transportation—as Mr. Spence has pointed out—unrestrict- 
edly, and to a much greater extent than the agency which has now been set 
up to do it. I think it is perhaps unrealistic to talk about the railway selling 
its assets and going out of business. If it did, the government of Canada would 
be very much embarrassed indeed because our biggest source of passenger ; 
traffic is carrying employees of the government of Canada to work and away r 
from work and in and about their general business in the city. y : 

The question of transfer between the two stations is a completely differs 
ent matter. It does not involve the picking up and discharge of passengers. 
within the limits of the city of Ottawa and for that reason I do not think 
the transportation commission could have any possible objection to this 
railway, as it has been suggested by someone to this terminal company having 
the power to enter into an arrangement for what I call a shuttle service 
between its station in Ottawa and its station in Hull. 4 

Now, I would think—and now please, I am not committing the commis= 
sion; I can’t commit the commission—that the commission would be inter- 
ested in quoting on such a service. They have so many buses and such a lareq 
organization that they would probably be in a position to meet it with 
great deal more flexibility than a person, who was doing nothing but that, 
would be able to do it. That, of course, would involve the consent of the a 1- 
thority—municipal or provincia Quebec. We at the present time have é 
consent to run on a limited portion of the streets of Hull for the purpose 0 f 
providing terminus facilities in the city of Hull. We have never sought to 
extend our rights, and I think we have perhaps taken the view that we would 
be in conflict with the Hull City Transport Company’s legitimate rights 1 
we tried to extend our services beyond the convenient terminus in the city 
of Hull. ie 
Any terminus we may have in the city of Hull is obviously going to pe 
more convenient to some people than it is to others. That is inherent in thi 
problem, and the same problem arises with the Hull City Transport people. If 
they have a terminus in Ottawa, it is going to be more satisfactory and more 
convenient to some people than it is to others. But it would seem to 
that if the local transportation companies cannot of their own free will pro=- 


) 
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make such arrangements for the transportation of passengers between its two 
terminals—the one in Hull and the one in Ottawa—as it cared to, and even 
operating it themselves. The thing that we are inveighing against is the 
statutory powers of the terminal railway to pick up and discharge passengers 
and run a competing domestic municipal transportation system in Ottawa. 


‘The CHAIRMAN: Mr. Barnett. 
“Mr. Barnett: I would like to pursue this point. I don’t imagine any mem- 


ber of this committee would wish to see the railway company in a position to 
go into direct competition with the Ottawa Transportation Commission, but 


4 a think we are aware of the fact that under this general plan—as I understand 
it—the present Union Station is to be abandoned; the old stopping point in 


Ottawa West will disappear; and the question of an interlink with the city of 
Hull has been brought into the picture. 

. In the absence of the ability to work out a satisfactory arrangement with 
some other agency, such as the Transportation Commission I would like to © 
e the terminal railway company have the right to operate what I would call 
express buses’. If they are going to move the station out, they should have 
the right to run express buses to such points as might be deemed suitable and 
advisable, whether it be to the old station or to the Ottawa West station, 
directly from the railway terminus as an extension, in effect, of the railway, 
at least in the manner in which they have been able to provide service for 
passengers before. 

If we can work out something which meets that purpose and at the same 
me make it clear that this bill would not—as I agree it presently does—indi- 
cate that they could if they wish, compete directly with the Transportation 
‘Commission, that would be more satisfactory than the present amendment, 
‘which I think goes to the other extreme, if I may put it that way. 

The CHAIRMAN: Mr. Pogue is here from the Canadian Pacific Railway. He 
a special representative who is familiar with the passenger traffic and the 
hole problem, and I thought maybe we should have called him before as a 
‘witness to express his views on this problem. 

--—Mr. GrorcE D. PoGuE (Special Assistant, Passenger Traffic Division, Cana- 
dian Pacific Railway): Perhaps I might use the chart. 


The CHAIRMAN: Oh, yes, of course. 
Mr. POGUE: There appears to be some confusion about our passenger © 


= the passenger coming in from the west going to Lachute will come in on 
a : No. 8 train in the morning to the new station. Then the Lachute train will 


Mr. BEAULE: There is a train? 


pa Mr. Pogue: Yes, there is a train. So there is a connection between Lachute 
| station and the Ottawa station, and the trains going to Montreal on the Lachute 
) subdivision will leave from the new station. So, as I see it, the only incon- 
| venience to Hull residents of the change in location of their station is that they 
| wil have to take two buses if they are going to the new station, rather than 
| ‘one. But, as you know, one is nearly always carrying a suitcase or a club bag 
and is therefore more inclined to go by road which ieee us in on the new 


Mr. CARON: How much would it cost by taxi? 


Mr. Pogues: I don’t know. But I wanted to point out clearly that Lachute | 
S receiving the same service as the Ottawa Union station is receiving now. 
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in five years, we ‘shall see have the same service between Ottawa and Lachute? 
That is what we want to know. 


(Text) 


service to Dipcites! ang if the North Shore will be continued. } 
Mr. BEAULE: We don’t speak for today; we are speaking for BS tute | 


protect— 


Mr. Rock: Too bad, Mr. Chairman, that we didn’t have this gentleman i 
with us earlier. We would have saved a lot of time. Bi 


Mr. Tarvir: If this clause is not going to be passed today, I would suggest : 
that we adjourn. ; 


The CHAIRMAN: No, we are getting to the point now. 

Mr. Tarpir: Maybe you won’t adjourn, Mr. Chairman, but I’ll adjourn. 
Some hon. Mempers: There is no quorum. 

The CHAIRMAN: Order. 


Mr. Tarpir: We wasted all morning talking about things that were not 
relevant to the bill that is in front of the committee. 1 


The CHAIRMAN: I would not say that at all. That is a reflection on othe j 
members of the committee. 


An hon. MEMBER: What is the quorum, Mr. Chairman? 
The CHAIRMAN: Twelve. We have a quorum. 
I think it is agreed, gentlemen, that the amendment is satisfactory 
because it takes the railways away from the business of transporting people” 
by bus or otherwise within the limits of the city of Ottawa. 2 
Mr. CARon: We promised we would not vote for that though. We promised — 
we would not vote for that today. 4 
The CHAIRMAN: I am trying to get the discussion now to the next point. EY 
Is there going to be any suggestion made or any amendment suggested— 4 
Mr. Rock: Well, no. Actually, now we have an explanation given by the 
gentlemen, and I wish they had given the explanation about two hours ago 
so we would not have gone through all this turmoil. Mi 
Mr. BEAULE: Suppose they get rid of the trains. 
Mr. Rock: Well, that is something else. If they get rid of the trains, yo 
are not going to have any service going to any station anyway, so this i 
something else. 


of the amendment thinks he has had everything explained, I must say that! - 
have not. I still think that Soe along the lines of the amendment that he i 


one extreme to the other. 
I feel very strongly that there should be some provision in this bill whit ie 
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‘ I don’t see where they have that power—in effect we’re putting the railways’ 


passengers completely at the mercy of such local facilities as may from time 
- to time in the future be available. 
The CHAIRMAN: Have you an amendment to suggest so that we may 
proceed? 
: Mr. BARNETT: Quite frankly, my view is that, in view of the question that 
was raised about the existing federal statute in connection with the transporta- 
tion committee, I would like to see someone who has legal and drafting 
knowledge seek to bring about a modification of the proposed amendment 
which will meet the point that I have in mind. I don’t feel that I myself— 
. Mr. Rock: No, but what I suggested before— 
Mr. BarRNEtT: —have the background or the knowledge to draft an 
~ amendment which would cover the points, except that I think something along 
the lines that have been proposed might— 
é Mr. Rock: I have no objection. It doesn’t do any harm to have it embodied 
in this bill. They don’t have to act on it, if they have suitable service; but if 
they don’t have suitable service, sometimes they could act on it. So there is 
nothing wrong with having it— 

The CHAIRMAN: Mr. Millar. 

Mr. Minuar: My question would be to the representative of the proposed 
| terminal railroad. What do they propose to do toward transporting the pas- 
| sengers from the new station to the downtown area of Ottawa? What provision 
is made to take care of those people? 

Mr. MacpouGALL: The normal provisions would apply here as applies in 
any city of Canada. The people would come in and the facilities would be 
there, either by public bus transportation or by taxi, or if they are close 
' enough to their destination, they may walk, or they will be picked up by a 
private car, the same as they do in any station in Canada. 

Mr. Miiuar: In other words, the terminal railroad is not accepting any 
responsibility for the transportation of their passengers from the new station 
: to the downtown areas? Is that what you are saying? 
is Mr. MacpouGaLL: Well, we don’t accept that responsibility anywhere in 

the country. We provide— 
lai Mr. Minuar: Except that in most cases your terminal is in the centre of 
the metropolitan area. 

Mr. Macpouca.Li: As was explained, I think, at the last meeting, with the 
new station, and the changes that have taken place in the last few years with 
the movement of various government departments out from the—what you 
might call this present place of sitting as the centre of the city—to areas that 
are closer to the area of the new station, we feel that the sort of centre of 
gravity has been changing so that this new station will be fairly well in the 
centre of things for the passengers, as we know them, who are travelling on 
- our railways coming to and from Ottawa. The highway facilities that will be 
afforded by the Queensway and other connecting highways will, from a time 
point-of-view, enable people to get, we think, more easily and more quickly, 
' in many cases, to and from the new station. 
| Mr. Ryan: I am in sympathy with Mr. Barnett’s argument. I think the 

power should be in the bill to permit the company to establish a shuttle serv- 
ice, not only to a Hull terminal but to any other terminals that are in the 
| vicinity of the city of Ottawa. I would like to suggest this amendment for the 
committee’s consideration between now and our next meeting. It is an amend- 
- ment to add sub-clause (h) to clause 10 which would read: 


(h) Establish and operate for hire in and about the city of Ottawa a 
service to and from the company’s terminals and the vicinity of the 
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is bby of Olawa for the conveyance Oe braaneny of passengers . 
a means of buses, cabs or other highway vehicles or other means of q 
: conveyance and to acquire, hold, guarantee, pledge and dispose of 7 ‘ 
vi shares in any company, having for one of its objects the establish- 4 
is ment or operation of such a service. ~ A 


_ Mr. Rock: You did not mention Hull at all in that. _ 
Mr. Ryan: It could be Hull or it could be one of the neighbouring termi- | 
nals in the vicinity of the city of Ottawa. I don’t see why it should be limited to ; 
Hull alone. 4 
Mr. Rock: But you don’t even mention Hull so when it is in Chara you 
are not even giving a shuttle service to Hull. 4 
Mr. Ryan: I am not suggesting that it be given to anybody at all. I am 
just saying the power should be there. { 
The CHAIRMAN: Order. We have no quorum. I would ask Mr. Ryan to 
draft his amendment for the next meeting. It would be a good thing if he would © 
distribute it to the members before next Tuesday so that we might be familiar 
with it. Also to let the clerk of the committee have a copy so that it may be 
distributed to the parties interested. i 
Mr. Ryan: I will, Mr. Chairman. I may change that from the vicinity of 
Ottawa to the national capital area. i 


(Translation) 


Mr. BEAULE: Shall we have, before next Tuesday, the copies in French — 
Me of the figures we were given this morning, to study them. 


(Text) 


be The CHAIRMAN: It is agreed that the National Capital Commission will 
have the French version of the statement that they gave us this morning. a 
Thank you, gentlemen. 
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—The committee adjourned. 
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} MINUTES OF PROCEEDINGS 


TUESDAY, December 8, 1964. 
(9) 


The Standing Committee on Railways, Canals and Telegraph Lines met this 
‘day at 11:05 a.m. The Chairman, Mr. J. T. Richard, presided. 


Members present:—Messrs. Barnett, Beaulé, Béchard, Cantin, Caron, 
Cooper, Cowan, Fisher, Francis, Granger, Greene, Hahn, Howe (Wellington- — 
Huron), Korchinski, Leblanc, Lessard (Saint-Henri), Macdonald, MacEwan, 

_ Mackasey, Matte, McBain, Millar, Mitchell, Peters, Regan, Richard, Rock, Ryan 
-and Stenson (29). 


Witnesses:—From the Canadian National Railways: Mr. James A. Mac- 
Donald, Vice-President, St. Lawrence Region. From the Canadian Pacific Rail- 
way: Mr. K. D. M. Spence, Commission Counsel, and Mr. George Pogue. From. 
_ the Canadian Trucking Association: Mr. Julian Gazdik, Counsel, and Mr. John. 
| A. D. Magee, Executive Secretary. 


In attendance:—From the National Capital Commission: Lt. Gen. S. F. 
| Clark, Chairman; Mr. D. L. Macdonald, Railway Commissioner. From the 
| Canadian National Railways: Mr. J. W. G. Macdougall, Q.C., Solicitor General. 
| From the Ottawa Transportation Commission: Mr. A. W. Beament, Q.C. From 
| the Department of Transport: Mr. Jacques Fortier, Legal Counsel. 


+e The Committee resumed discussion of Bill S-33, An Act to incorporate The 
| Ottawa Terminal Railway Company. 

| The Chairman asked that the railways be given an opportunity to describe 
the extent of the facilities and functions of the proposed terminal company 
| as seen from the point of view of the railways, in order to clarify several points. 
| already raised. 


It was agreed that Mr. Gazdik be permitted to quote from Bills 351 and 
| Y-9, copies of extracts were distributed to the members. 


. At 1:00 o’clock p.m. the questioning of the witnesses continuing, the Chair- 
|Mman adjourned the Committee to 3:30 p.m. this day. 


AFTERNOON SITTING 
(10) 


The Committee reconvened at 4:10 o’clock p.m. Mr. Richard presiding. 


fe 


i 


Members present:—Messrs. Barnett, Cantin, Caron, Crossman, Fisher, 
Granger, Greene, Hahn, Irvine, Leblanc, Lessard (Saint-Henri), Macdonald, 
MacEwan, Matte, Millar, Peters, Regan, Richard, Rock, Ryan, Stenson and 
Tucker (22). 


Witnesses:—From the Canadian Truckers Association: Mr. Julian Gazdik, 
Counsel and Mr. John A. D. Magee, Executive Secretary. From the Canadian 
National Railways: Mr. J. W. G. Macdougall, Q.C., Solicitor General. From the 
Canadian Pacific Railway: Mr. K. D. M. Spence, Commission Counsel. 
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We - EVIDENCE 

TUESDAY, December 8, 1964. 
(Text) 

x 


_ The CuatrmMan: Order, gentlemen. I see a quorum. 

During our last session it was suggested that much time could have been 
saved if an explanation of the operation of passenger trains into the proposed 

- station had been given earlier. It is a fact that to date we have not been given 

a description of the extent and functions of the proposed terminal company 

=) as seen from the point of view of the railways. 

. It may be that such a description will clarify several points that Pa 

already been raised and help to resolve some of the remaining issues. 

I have therefore asked the railway representatives, Mr. MacDonald ne 

Mr. Pogue, and the counsel if they could make such a presentation. Canadian 

National Railway has a convenient photomontage which they feel will give 

perspective to the plan. 

fi If the members are agreed, I propose to ask the railways to make san) 

a description. This will not be a long procedure and will be a timesaver, I hope. 

After this we can proceed to review the bill. 

, In view of the fact that we have had counsel for the trucking association © 

‘present at these meetings for some time, I propose we should look into the 

‘matter of the trucking operation right after this presentation. I would ask the 

‘members to allow the witnesses to finish their presentation so we may have 

full outline of the plan before proceeding. 

Mr. MacDonald is vice president of Canadian National Railways and I will 

ask him to make a statement. 


= ai 
> 


be tional Railways): With your permission I will use the visual aid which you see 
here and which is one that was prepared for our own use. You will find it is 
labelled “Railway Relocation Plan’, but the committee need not be reminded 
I am sure that it is a plan for Pde vetaoment of the national capital to which 
_ the railways have been asked to conform under terms set out in the memoran- 
| dum of agreement attached as a schedule to this bill. 
i j The railways and the industries they serve are being removed from the 
central areas of Ottawa and concentrated in the southwest sector of the city, 
i: as General Clark explained earlier. In the process the main line mileage of the 
| two railways is being reduced from about 62 miles to approximately 32 miles. 

sb _ As a practical matter, these changes call for the formation of a joint 
SS railway which will perform, on behalf of Canadian National Railways 
’ and the Canadian Pacific Railway, the switching service required by industry, 
and operate the new passenger station which is to replace the present Union 
i ‘Station. 

is These are the sole activities presently contemplated for the proposed 
_ terminal company; that is, to do the switching from a common yard at Walkley 
| and to operate the passenger station in the Hurdman area. 

thas Canadian National Railways and Canadian Pacific Railway will continue 
| to be competitive in all aspects of freight sales and solicitation, as to routing, 
| ae example; we will be separate, of course, entirely as to revenues derived 
| from freight or passenger services. We will each operate independently our 
| separately owned new freight and express facilities in the Hurdman area. We 
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will continue to be competitive in the passenger business; in fact, the ticket 2 
sellers in the new station will be employees of Canadian National Railways and — ) 
Canadian Pacific Railway respectively, as indeed they are now. 

This photomontage begins with an aerial photograph of the Ottawa area. 
Over that we have superimposed three transparencies on which we have G 
pasted certain diagrams. The first indicates the railway lines as existing before _ 
any changes were made whatsoever in respect of the National Capital Commis- 3 
sion plan. The red lines indicate Canadian National lines, and the blue indicate © 
Canadian Pacific lines. | 


Mr. BEAULE: As they exist now? 

Mr. MacDonatp: These lines existed originally and in some respects there © 
have been abandonments, and I am coming to those now. 3 

The next overlay shows what abandonments have been made or are con- 
templated as part of the scheme. For easy reference we have cross-hatched in i 
red the line abandonments to be made by Canadian National Railways and in ~ 
blue by a Canadian Pacific Railway. So you will see what part of the rail line © 
systems survive under the new scheme and what part of the lines is to beg 
abandoned. . 

Again, you will see the central feature of the removal of these lines from i 
the crosstown and downtown area. 

On the third overlay we have shown two things. First of all, we have 
shown in green the lines to be constructed by the National Capital Commission — i 
as part of this whole arrangement and, outlined in yellow, we have shown — it 
the limits of the terminal company as defined in the memorandum of agreement. 

You will see that essentially the commission’s construction has provided 
for the new yard at Walkley, the new Union station, and the Hurdman area, ~ 
and not far from it the separate express freight facilities or merchandising f 
terminals, as they are also called, and for the rest by and large the green lines 
represent linking up of existing rail lines by means of connections and the like. Ee 

You will see also that a green line runs up the length of the Prescott sub-) 
division indicating that that line is to be tunnelled and/or depressed throughout te 
part of its length. ie 


terminal? These are not railway lines but they define the area within which — 
the terminal company itself will service industry, so that any industry located — 
on trackage served from the lines outlined within the boundary will be jointly i 
served by Canadian National Railways and the Canadian Pacific Railway, and 
the traffic can be solicited by either company. ee 

You will notice that the yellow line about which I am talking does not 
cross the river because there are no changes on the Hull side that involve both ~ 
railways. This is only another way of saying that Canadian National does not 
have any trackage or facilities on that side although we do operate a pickup — 
and delivery service for express and freight across the river from Ottawa. 

So far as Canadian National is concerned, there will be no change in the 2 
service or in our competitive position vis-a-vis industry on the Hull side. ‘ 

On the map we. might also point out the relocation of the downtown lines 
and the kind of facilities that took their place. xt 

Essentially, our Bank street and Elgin street yards have been replaced by | 
the Walkley yard, and in the same fashion Canadian Pacific’s operating vandl re 
at Broad street and Ottawa West yard will in due course be replaced by f 
Walkley yard. Again, the station is to be removed from its present location to ~ 
Hurdman, and these two changes constitute the basic reasons for the formation 
of the terminal company. ri 

You will notice on this map the Sree of the railway operation 
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through terminal with respect to passenger operations, something we have not 


had before. I will ask Mr. Huneault if he will trace the route of the passenger 
trains as they operated before and as they will operate when the scheme is 
fully in effect. 

Mr. J. F. M. Huneautt (Assistant Vice President St. Lawrence Region, 
Canadian National Railways): Canadian National trains now come in on the 
Alexandria subdivision and run into Union station, heading in. The trains then 


~ have to back out of the station so they can back into the Beachburg sub- 
- division, heading west. In the reverse direction, trains coming from the west 


head into Alexandria subdivision and back into the station. They can pull out 
later on for Montreal along the Alexandria subdivision. 

Under the proposed scheme, all trains would operate through. They will 
come in on the Alexandria subdivision, use new trackage supplied by the 
National Capital Commission, stop at the station and then carry on along to 
the Beachburg subdivision to the west. 

Movement in the reverse direction would be through as well, coming west 


along to Beachburg through the station, carrying on to Alexandria subdivision. 


Mr. J. MacDonaup: There is one other feature of the plan which can be 


shown on the map. It is the concentration of industry and areas specifically 


/ zoned for them; that is particularly so in the Belfast road area, in the Walkley 


road area and in the Sheffield road area. 
Mr. Chairman, there are some other general observations I might make 


which could be helpful to the committee pertaining to the nature of the agree- 
ment. I am speaking only of the general principle. 


The basic principle on which the three-party agreement was founded is 


that the railways were to be made whole wherever possible by replacement 
of facilities in kind. That principle found application in several ways, first 


where the new facilities were to continue in joint use, as for example the 


: Walkley yard and the lines that connect it, and the new station. Secondly, 


| they replaced in kind where new facilities were to be used exclusively by 


| Canadian National Railways or Canadian Pacific Railway, and in that instance 
| we have the merchandising terminals that I have already mentioned, and also 


a telecommunications building. 
Thirdly, the railway facilities that are in use and are to continue in use 


were transferred to the terminal company or are to be transferred. Canadian 
_ National, for example, will put in the Beachburg subdivision— as Mr. Huneault 
will illustrate—and the Alexandria subdivision. Canadian Pacific will put in 

the Prescott subdivision and a portion of the Montreal and Ottawa subdivisions. 
_ As you are aware, Canadian National and Canadian Pacific will jointly own 


the terminal company which holds these assets. 
_ Fourthly—and this is the only other major principle involved in this whole 
agreement—because Canadian National surrendered more property and facili- 


' ties to the National Capital Commission and the terminal company than did 
Canadian Pacific, there is a further transaction required to make Canadian 


National whole. It takes the form of a cash payment from the National Capital 
Commission amounting in round figures to $54 million. 

For all-these foregoing purposes the values were determined in the case 
of land by appraised market value, and in the case of facilities as replacement 


‘cost minus depreciation. 


The arrangements I have just described to you are the substance of the 


memorandum of agreement. 


The bill aims at creating a terminal company with power to do these 
things. Of the bargain itself I can say, as the officer responsible for negotiations, 
that Canadian National has full value and we are satisfied in the circumstances 


_ that we have a good deal. 


game bill to extend that to the city of Hull, to build a station there and get a 
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As a final comment I would like to stress that for the Fopeeeeabte future, 
and unless circumstances change very substantially, Canadian National intends 
to operate our pickup and delivery activities in express and freight in the 
same way as we do now; that is, each railway operating independently. 

I think that is all I have to offer, sir. 

The CHAIRMAN: Thank you, Mr. MacDonald. a | 

Gentlemen, I thought it would be helpful to have this general explanation — i 
once again of the purpose and the main terms of the agreement in connection | 
with the terminal bill. a 

As I said before, I would like to go ahead this morning with subclause (g) q 
particularly as it relates to trucks since we have had a request from the trucking © me 
association, whose counsel, Mr. Julien Gazdik, is here. I thought it would be a 
well to hear any submissions he has to make before we consider any approval | py 
of subclause (g) of clause 10. a 

Is it your wish that we should hear Mr. Gazdik? 


(Translation) 
Mr. Caron: I have a question to ask on what has just been said. a 
(Text) . 
The CHarrMAN: Mr. Caron, we can come back to Mr. MacDonald on this 
general submission later, but I would like to go ahead this morning with the @ 
trucking association. a 
Mr. Beauté: No, no; Mr. MacDonald has just made a statement and I 7 
think we should ask questions on it. | 


Ms 


a i 
(Translation) y 

Mr. Caron: I only wanted to put one question. We see the National Capital i 
Commission paying $5,500,000 to the CN for the right to use the station. a 
wonder and I would ask Mr. MacDonald if it might not be possible in th 


them to make the same changes. 


(Text) 
Mr. Rock: I think we should go ahead on the Chairman’s suggestion. 4 
The CHAIRMAN: Mr. Caron, that question is one of the questions that | 
could be asked when we come into the whole discussion of the memorandum 
which was submitted on the financial aspects and the agreement which was 
entered into, which will be left for another sitting. a 
We have had this general explanation this morning; it is not meant as a) 
settlement of the question at all, but just as opening remarks in order to give 
us a background for further discussion later. By 
Is it agreed that we should ask the trucking association to make their i 
representations? 


aM 
ey.) 


(Translation) a 

Mr. Caron: I have no objection in this matter, but I believe it’s always : 
easier to ask a question when the problem arises. Hi 
(Text) | q ’ 

Mr. Rock: To add to your statement, I believe the people representing 
the trucking association have been here for practically every meeting. They A 
have not said anything. The representatives of Canadian National and Canadia n 
Pacific will be here all the way through our hearings, and I think it would be = 
proper for us to ask the truckers to give their submission so they can go | on : 
their way. I think they have been very lenient with us, in a sense, beca ‘ 
they have come here for every meeting hoping to give us their side of t 


story, and we have not given them a chance yet. 
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The representatives of the railways will be here all the time, so I think 
we should go ahead on the Chairman’s suggestion. | 
_ Agreed. 

The CHAIRMAN: We have with us today Mr. Gazdik and Mr. Magee. Mr. 


Mr. Gazdik. 

yosd Mr. J. Gazpik (Counsel to the Canadian Trucking Association): I would 
ed like to thank you, Mr. Chairman, and through you your committee for giving 
ia us the opportunity to present the viewpoint of the Canadian Trucking Asso- 
i) ciation. 

| ’ As you know, the Canadian Trucking Association consists of 7,000 truckers 
and employs 100,000 employees. We feel we have a general interest in this 
- matter for the reasons that I shall explain. 

hay _ Our comments relate to clause 10(g) and clause 19. I realize at the 
moment you are dealing with clause 10(g) only, but if I may I would like 


| to explain why it was felt this was the proper time to discuss the matter of 


Mr. BEAULE: We don’t have the interpretation here. 


ie The CHAIRMAN: There is no translation there. 

ie (Text) 3 
We Mr. GazprK: There are two introductory remarks I would like to make. 
fae First of all, our comment here has no relation to Bill No. 120. There are 
| other points that we will raise at the appropriate time when this comes up. 
i We are strictly limiting ourselves at the moment to clause 10(g) and 
| clause 19 in this discussion, and all our comments relate only to this. 

ay The second point is that you may have noticed that we have already made 
| representations on much the same point before the Senate committee, and the 
Hie record will indicate that we have made a few of the remarks that I am going 
ih to repeat here. Much of what I am saying is because the representations sub- 
| sequently made by the railways, to which I did not have any opportunity to 
| reply since we are acting as witnesses not as parties who are arguing, may have 
had an influence on the decision of the Senate, and I think they should be 


| rections on this occasion. 

(Pelle The problem, as I have said, is clause 10(g). 

Nite As you appreciated on the last occasion, clause 10(g) gives the right to 
| this new railway company to establish and operate for hire service and 
| transfer, and conveyance of goods by means of truck. This is all that is left 
| in it if the amendment is accepted. | 
Nes Clause 19 will declare all the works and undertakings of the compan 
| for the general advantage of Canada. 

he. The result is that all works, including the trucking operations which 
i. have been limited to pickup and delivery operations, will be taken away 
ne from the provincial authority and will be put under federal authority. 

le You may say that this is the right thing; you may feel this is the right way 
| to do it; but I am wondering whether it is in line with existing parliamentary 
_ practice and practice heretofore exercised regarding railways. If it is enacted 
iy in this way, there will certainly be a change in the present or heretofore 
| policy expressed in the parliamentary acts. 

he, Mr. Chairman, before I go into the matter of why is it or is it not right to do 
| this, I would like to say that the truckers have a great interest in this matter. 
me 4 Up to now, under the present transportation policy—as far as one exists— 
| interprovincial trucking has been under provincial authority, and even the 
_ railways when they operate pickup and delivery services, are under provincial 
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authority. That is the present situation. Canadian National Railways are under % 
provincial authority. | a 
In this connection, I think before the Senate, the railways represented ~ 
rather broadly that trucking operations of the railways are federal matters. b, 
I think this is not borne out by the existing statutes, and I shall go on to % 
discuss in detail what the statutes say. However, we believe that all trucking, © 
all provincial, all independent and railway pickup and delivery service within @ 
the province is under provincial authority. This is an equality of treatment for 4 
all trucking operations. Md 
If you were to enact Bill No. S-33 in its present form, you would change ~ 

the status quo, and you would take away from provincial authority the super- 4 
vision of the trucking services of this new railway company. # 
Mr. Chairman, we are not objecting to railways operating pickup and ve 
delivery services; far from it. We think they should operate, as they have q 
done up to now, pickup and delivery services. We are not objecting to Canadian ~ 
National Railways operating pickup and delivery services; we are not objecting f 
to Canadian Pacific Railway operating pickup and delivery services; nor are — 
we objecting to the new railway operating pickup and delivery services. The © 
point is only a matter of jurisdiction and nothing more. Therefore, there is no © 
problem such as you had in regard to taxes and buses on the last occasion of © 
whether the railways will or will not operate these services. They should ~ 
operate the pickup services, but they should operate them under the provincial ~ 
jurisdiction, as they are operating today—as the Canadian Pacific Railway fi 
operate today, and as Canadian National Railways operate today. Why should ‘e 
this new railway be put in any different position from Canadian National g 
Railways and Canadian Pacific Railway? 4 
“Mr. Chairman, our amendment would do this simply in clause 19, which . 
reads at the moment as follows: b 
The works and undertakings of the company are hereby declared — 

to be works for the general advantage of Canada. a 


What we would like to see is an addition to those words: 


The works and undertakings of the company other than works and ; 
undertakings operating under the authority of section 10(g)— ; 


May I just repeat it, adding the continuing words? . 
—other than works and undertakings operating under the authority 
of section 10(g), are hereby declared to be works for the general 
advantage of Canada. 


If you decide to adopt this amendment, the effect will be that the trucking 
operations—pickup or delivery operations—of the new railway will remain, 
I submit, under provincial authority. 

Mr. Chairman, I have no pride of authorship in respect of this amendment. ~ 
When the Canadian National Railways Act in 1955 was discussed and enacted — 
the same problem arose. When the Canadian National Railways Act came in, it 
contained some of the language you have today in clause 19 and Mr. Magee, 
who at that time was president, perhaps could help me to recall the events. ~ 
But, it finally ended in a new text, which new text made an exception regarding 
trucking operations of the C.N.R. and left the trucking operations of the 
C.N.R. in the provincial field by inserting in clause 18, which generally declared 
works of the railway for the general advantage of Canada, an exception re- 
garding clause 27 of the Canadian National Railways Act which dealt wit 
pickup and delivery services and such other trucking operations that Canadi 
National had the authority to carry out. 

Mr. Magee, would you help me to recall some of the events at this time? 
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Mr. JoHN MaGeEE (Executive Secretary, Canadian Trucking Associations): 
Thank you, Mr. Chairman. To make it clear to members of the committee 
what happened in 1955 when the problem that we now find in this bill 
faced us I would like, with your permission, to distribute to members of the 
committee the clauses in the Canadian National Railways Act, Bill No. 351, 
which contained similar provisions, and to tell the committee what represen- 
tations we made and what the government of the day and, indeed, the entire 
railways committee, including all parties, unanimously voted to do about 
this particular problem. 

There is a precedence here and, as a matter of fact, there is another one 
which I will cite as well in the following year. But, first, I would like to deal 
with Bill No. 351. 

The CHAIRMAN: Do the members of the committee wish to have copies 
distributed? 

Mr. Cowan: Mr. Chairman, while the form is being distributed may I 
ask the witness how you would handle the freight destined for Hull—I am 
referring to the express part which is put off at the Ottawa station—were you 
to confine the trucking authority to the two provinces. 

Mr. GazpiK: There is no great difficulty there because you already have 
the Motor Vehicle Transport Act which will govern transportation between 
the two provinces, and it already leaves to the provincial authority under this 


a act the general control of that trucking, so you have no problem in respect 


of interprovincial or intra provincial trucking. 

Mr. Cowan: Well, that is all right with me. 

Mr. GazprK: As I say, I do not think there is any problem there. There 
is a situation right now which has a certain equity of direction. All trucking 
is under the same regulatory authority, and all we are saying is that it should 
remain. 

Mr. Cowan: Not all trucking; they are screaming about the labour code 
right now. 

The CHAIRMAN: Would you proceed with your explanation, Mr. Magee. 

Mr. Macree: On April 26, 1955, there was introduced in the House of 
Commons Bill No. 351, an act to amend the Canadian National Railways 
Act. The bill was a lengthy one; there were 47 clauses to it. Clauses 18 and 


_ 27 were the only ones of concern to the trucking industry. The remainder of 


the bill was addressed to the complicated problem of streamlining the cor- 


' porate structure of the Canadian National Railways. 


On the first reading of the bill on April 26, 1955, clause 18 read as 


— follows: 


18 (1) The railway or other transportation works of every company 
that is comprised in Canadian National Railways and is incorporated by 
or under the laws of Canada are hereby declared to be works for the 
general advantage of Canada. (2) The works of every company that it 
comprised in Canadian National Railways but is not incorporated by or 
under the laws of Canada are hereby declared to be works for the 
general advantage of Canada. (3) The companies incorporated by sub- 
section (2) of section 7 of the Canadian National-Canadian Pacific 
Act are hereby continued and such companies are in respect of all their 
affairs subject to this act. 


There was included as part of Bill No. 351 a schedule of companies, one 
of which was Canadian National Transportation Limited, which is a trucking 
subsidiary of Canadian National Railways. It was apparent, from a study of 
clause 18, that two things were going to happen if Bill No. 351 passed as 


a ni ’ 
yy, 4 eae 


there was an error in the Canadian National Railways’ drafting of bill 351. | 


by appropriate amendments when the bill was before the House of Commons | a 
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presented to the house, that Canadian National SUR IEAS aSinited: and 
also Motor Vehicle Services operated directly by the Canadian National — 
Railways and not through a subsidiary by coming under the declaration for 4 
the general advantage of Canada would be transferred from provincial tog 
federal jurisdiction. 


Under date of May 6, 1955, we addressed a submission to the minister of 
transport, Hon. George Marler. This submission stated in part, and I quote: ~ 
It would appear that if bill 351 is passed in its present form, com- q 

pliance of trucking operations of Canadian National Railways or Cana- © 

dian National Transportation Limited with provincial government — 
control would merely be on a courtesy basis. It would have no legal @ 
meaning, would not be upheld if challenged in the courts. It would a 
mean that a reversal of policy regarding compliance of Canadian Na- : 
tional Railways trucks with provincial control could be effected by the | 
railway at will. 4 


We continued that submission by saying: i 
Such a condition would be diametrically opposed to the govern- | 
ment’s own policy of rejecting divided jurisdiction, following the privy ~ 
council decision on extra- provincial highway transport last year. De-- 7 
claring that it would not be in the public interest to have a divided _ rh 
jurisdiction, your predecessor, Hon. Lionel Chevrier, secured passage of | i 
the Motor Vehicle Transport Act so that ‘the provinces will be able q 
to control all motor transport using provincial highways’. Bi) 


. ‘Then we concluded our submission to Mr. Marler by saying: 


Canadian trucking association is confident that when you brings q 
bill 351 before parliament for second reading it will include appropriate — : 
government amendments to sections 18 and 27 in order to maintain the . 
Canadian National Railways’ ability to operate its trucks in compliance — ie 
with provincial control and regulations. i 


Now, Mr. Chairman and members of the committee, representations along y 
the same lines were made in 1955 to the minister by the inter-city bus industry, © 
through the Canadian Motor Coach Association. i 

The reply of the government of the day came on the morning of May 16, - 
1955, when the minister of transport, Mr. Marler, telephoned me and told me 
that a study of C.T.A.’s submissions of May 6 and May 12 had confirmed nae 


The minister stated that it was the government’s intention to correct this error. j a 


committee on railways, canals and telegraph lines. 

Now, the minister informed me that the Canadian Trucking Associations 
would Wane an opportunity to make representations to the committee, as we 
are doing now, in regard to Bill No. 351. He said that he was confident thatif 
amendment of the bill would be accepted by the government in a way that | 
would correct the error which we had originally drawn to his attention under — 
date of May 6, 1955. The minister told me that the form of amendment of the 
bill was being decided and he could not say yet what this would be; it could 
not be revealed until it was brought forward in the committee. 

When the amendment was brought before the committee it was not a 7 
‘amendment which met our case by taking the right to run buses out of section 
27 of the Canadian National Railways particular act. That was not the way 
the government went about it at all. (ae 

On May 23, 1955, the minister of transport introduced that bill for secon 
reading in the house, and made his statement regarding the government j 


a i i 
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_ intention to amend the bill in order to prevent the removal of the railways 
_ highway transport operations from the control and jurisdiction of the provinces. 
- The minister proposed to remove certain companies, including Canadian Na- 
tional Transportation Limited, from the declaration in section 18 that the 
: railway or other transportation works comprising the railway were for the 
_ general advantage of Canada. | 

fe On Thursday, June 2, 1955, the standing committee on railways, canals 
and telegraph lines met. In attendance were Mr. Marler, Mr. Fortier, counsel 
- for that department, Mr. Driedger, at that time assistant deputy minister of 
)) justice, Mr. N. J. MacMillan, vice president and general counsel of the Cana- 
_ dian National Railways, and Mr. J. W. G. Macdougall, commission counsel, 
as well as a number of other people. 


| pose of the bill, and was questioned. . : 
Then we reached clause 18 in the late afternoon of June 2, and you will 


| Mr. Langlois, the member for Gaspe, stated: 

I have a suggestion to offer to the committee. In order to avoid 
duplication of the discussion and of the evidence which the committee 
might wish to hear, may I suggest that we deal with clauses 18 and 27, 
since these two clauses are closely related one to the other, leaving the 
intervening clauses to stand. 


- seconded by Mr. Cavers, moved that clause 18 be amended by adding thereto 
| the following subclause. This is not the amendment shown on your sheet but 
| _ I would like to preserve the continuity of exactly what happened, so I will 
i give you the first amendment which was moved and later withdrawn, and re- 
| placed by the amendment to clause 18, which you see on the sheet before you. 
The original amendment was that a subclause (4) be added, reading: 

For the purposes of this section, the expression ‘works’ and ‘rail- 
way or other transportation works’ do not include (a) any works oper- 
ated under the authority of section 27, and 

(b) the works of any company mentioned in part III of the first 
schedule. 


Canadian National Transportation Limited was one of the companies listed 
in part III of the first schedule. 

Section 27 was amended and that amendment stood. It is on the sheet that 
you now have in front of you. It reads as follows: 

The national company and every other railway company comprised 
in national railways may, in conjunction with or substitution for the 
rail services under their management or control, buy, sell, lease or 
operate motor vehicles of all kinds for the carriage of traffic. 


Beer 
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Then the committee met again the next day and resumed consideration 
of the bill. The chairman asked that the committee go back to clause 18, and 
Mr. Langlois, the member for Gaspe, stated: ~ 

Mr. Chairman, yesterday I moved an amendment to clause 18, and 
I am now seeking permission from the committee to withdraw it, and 
move the following amendment instead. I will read this new amend- 
ment. ‘ 

Replace section 18 by the following: 18(1) the railway or other 
transportation works in Canada of the national company and of every 
company mentioned or referred to in part I or part II of the first sched- 


aoe 


| find at page 244 of the transcript that the committee having reached clause Toe 


This procedure was agreed to by the committee. Then Mr. Langlois, © 


tal 
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ule and of every company formed by any consolidation or amalgamation a ; 
of any two or more of such companies are hereby declared to be : 
works for the general advantage of Canada. 


I might point out again that removed Canadian National Transportation a 
Limited from the declaration ‘for the general advantage of Canada” because 
it was listed in part III of the first schedule. So, as I say, that took Canadian 
National Transportation Limited out of the declaration for the general ad- 
vantage of Canada and preserved the provincial jurisdiction over the opera- 
tions of that company where the provincial jurisdiction would apply. 

I will now continue: 

(2) The companies incorporated by subsection (2) of section 7 
of the Canadian National-Canadian Pacific Act are hereby continued 
and such companies are in respect of all their affairs subject to this act. 


Then I will read subsection (3), which parallels the representations which ~ 
Mr. Gazdik has made to you on behalf of the Canadian trucking associations ~ 
on bill No. $-33. | 

(3) for the purposes of this section, the expression ‘railway or other 
transportation works’ does not include any works operated under the 
authority of section 27. 


I would like to move from that very large example of the removal of the 
declaration from a company with coast to coast operations. May I say that that 
removal was a unanimous act of the committee. 

Now, in respect of the second precedent, Mr. Chairman, I should like to © 
have distributed a comparison of the provisions of bill No. Y-9, which was 
introduced in the Senate in 1956. 

While the copies are being distributed may I say that to the best of our ~ 
knowledge the two examples I am bringing before the committee now and of — 
which I had personal experience, because I was with the Canadian Trucking ~ 
Associations and involved in both of these matters, are the only examples that 
we know of where a railway company has come before parliament since the 
birth of the trucking industry and asked that the declaration “for the general 
advantage of Canada” be applied to the motor vehicle operations of their com- 
pany. We can talk about the Toronto Railway Terminal bill of 1906 but, Mr. 
Chairman, in 1906 we had no Canadian trucking industry in this country. 


Mr. FISHER: If I may interject, you introduced the Toronto Terminal Rail- . 
way Company because that was an example given in the Senate hearings, was _ 
it not? ‘B 


Mr. Macer: That is correct, and it also has been referred to in these 
hearings. 

What I am dealing with, Mr. Chairman, is what parliament has done about 
the application of a declaration of this erie: to operations on the road since the 
trucking industry came into existence. And, we contend that what parliament — 
did in 1958 was the fair and equitable thing to do. Parliament put the railway 
trucks on exactly the same constitutional and jurisdictional basis as applies to 
the trucks of independent trucking firms. a 

Now, Mr. Chairman, in respect of Y-9, I am not going to read the whole a 
phEaceolony of these clauses as they were introduced originally for that bill a 
when it. came before the Senate. Possibly this bill too was copied from the 
Toronto Railway Terminal bill of 1906. In any case, we arrived at the Senat 
to make a submission on the bill. We also had written to the minister of transpor 
Mr. Marler, about it, and before we were called to make our submission it was 
announced that certain amendments would be made to bill Y-9. The amendment — 
we are particularly concerned with in regard to Bill No. S-33 was this. Instead 7 


a 
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Bar ‘the works and undertakings of the company are hereby declared to be for 
the general advantage of Canada”, which would have included all the motor 
vehicle works in Bill No. Y-9, an amendment was adopted, which read, “the 


_ works and undertakings of the company other than those related to the transport 
_ of goods or passengers by motor vehicle are hereby declared to be for the general 


- advantage of Canada.’ And, I recall that Senator Hugessen turned to me then 


and said that he assumed that deprived the committee of the pleasure of a sub- 


mission from the Canadian trucking associations, and I said yes, it does, that we 


appreciate it and we have no further submission to make on the bill. 


Those are the precedents, Mr. Chairman, and those are the reasons, frankly, . 


_ that we are astonished that on a bill such as the Ottawa Terminal Railway Com- 


pany bill we are here before the committee apparently still not very far 


advanced in having the government—and perhaps I am wrong about this; we 
_ will see—maintain its policy of fair and equitable treatment in regard to the 
constitutional treatment of the railway trucks as opposed to the trucks of in- 


| bill? 


dependent trucking firms. And, I think it would be most unfortunate, Mr. Chair- 


man, at this stage when the Department of Transport are reorganizing their staff 
-and, for the first time, putting staff in the department which recognizes the 
_ existence of the trucking industry, as they are now doing, to have the trucking 


industry come to believe that all of a sudden we are going to have a change of 


_ policy and that there is going to be a different kind of jurisdictional treatment 


given to railway trucks from that given to the trucks of the independent trucking 


| industry. 


The CHAIRMAN: Will you continue, Mr. Gazdik. 
Mr. Barnett: Before Mr. Gazdik continues may I have an explanation as 


to what the Grand Falls Railway is? Is it a terminal railway? 


Mr. Macee: As I understand it, it was a very small railway. I do not know 


whether or not it ever came into existence. However, what we were concerned 
- about was the principle of this. 


Mr. GRANGER: Mr. Chairman, for the enlightment of members of the com- 


_ mittee, this is a railway which hauls newsprint from Grand Falls to the port of 
Botwood. 


Mr. Macee: I am sorry but I did not mean any insult to that railway. 
Mr. Peters: Mr. Chairman, why the designation of ‘“‘Y” in respect of this 


Mr. FISHER: Come on, now. 
Mr. PETERS: Was it a Senate bill? 


The CHAIRMAN: Yes, it is a Senate letter. 
Would you continue, Mr. Gazdik. 


Mr. Gazprk: Mr. Chairman, I would like to add a few words to what was 


‘said by Mr. Magee because I think this is a policy actually which heretofore 
has existed. I do not think this parliament or the parliaments before ever 


intended to use 92(10)(c) of the British North America Act unduly. I think 


this is one of the most delicate operations. This is one of the places where the 
federal parliament has tremendous power to take away, if it so wishes, certain 
powers from the provinces which the provinces have. However, this power 


heretofore has been used with great discretion; and I think this power should 
be used with the greatest discretion. 
In the Senate we were reminded that parliament has tremendous powers. 


True enough; they have remendous power, and we do not doubt that if you 


feel that the pickup and delivery service in and about the city of Ottawa is 
of sufficient national importance that it warrants the intrusion into the pro- 
vincial powers, then I think you will make the declaration. However, if on the 
other hand you find that the matter does not have such significance, if you find 
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it is not of such importance that it should be taken away from the provincial | 
jurisdiction, then again I think it would be very unwise on the part of the 
parliament to make a declaration, because it would then use the power without 
discrimination, and I think it would involve litigation, and may have all sorts 
of repercussions. a 

I will review some of the jurisprudence which has existed heretofore in ~ 
respect of section 92 (10) (c) of the British North America Act. From that 
jurisprudence you will see there is a great deal of caution with which parlia- 
ment should proceed. First I would like to refer to a comment by Sir John Ava 
Macdonald in 1882—a very early date—which he made in parliament. He said: | 

The language cannot be clearer, and the object of this clause, the © 
object of the imperial parliament in passing the act was to prevent | 
absurdity and expense and obstruction to material progress by com-_ 
pelling every person introducing a great undertaking—offering to carry 
out a great undertaking in each other province for the general advantage © 
—to go to the several provincial legislatures. They might get power in™ 


one, they might be refused it in another;— 7, 


It is not a question of whether they have the power. They have the power. 

It goes on: s 
—they might get restricted powers in one and large powers in another, 

they might be compelled to submit to conditions varying and incon- © 
sistent in their nature. . By 


This is not the case here. This is not the case in this pickup and delivery 

service of the Ottawa Railway Company. o 

Now, I go on to a case known as Luscar Collieries Ltd. vs. N. S. McDonald ~ 

in 1925. In this case the learned Justice Duff said the following: a? 

—the purport of the declaration authorized appears to be that the 

work which is the subject of it either is an existing work, beneficial to 

the country as a whole, or is such a work as ought to be executed, or, a 

at all events, is to be executed, in the interests of the country as a whole, 

Ido admit it has tremendous importance for Ottawa, but I wonder whether 

it has an importance as large as to use the discretional power given under. 

section 92 (10) (c). i 

I go on to another matter which is a reference in respect of the relative — 

rights of the dominion and the provinces in relation to the proprietary interes iS 

in and the legislative control over waters with respect to navigation and water 

bs : ne i i) 

powers created or made available by or in connection with work for the | 
improvement of navigation. Again, Justice Duff said: i 

The authority created by $92(10)(c) is of a most unusual nature.” 

It is an authority given to the dominion parliament to clothe jurisdiction 

—in respect of subjects over which, in the absence of such action by 

parliament, exclusive control is, and would remain vested in the prov- 

inces. Parliament is empowered to withdraw from that control matters 

coming within such subjects, and to assume jurisdiction itself. It wie. ds. 

an authority which enables it, in effect, to rearrange the distribution 

legislative powers effected directly by the act, and, in some views of t 

enactment, to bring about changes of the most radical import, in t 

distribution. | MM 


i 


Mr. Chairman, again I cannot find the importance of the pickup a 
delivery service is such that it would warrant such redistribution of jurisdicti 
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I have one more case; it is the Attorney ey of Ontario vs. Canada 
‘Temperance Federation: 

; The true test must be found in the real subject matter of the legisla- 
tion: if it is such that it goes beyond local or provincial concern or 
interests and must from its inherent nature be the concern of the dominion 
as a whole then it will fall within the competence of the dominion 
parliament. 


I think alia is another test. I think a declaration is justified only if these 


: Mr. Chairman, I now would like to come to another point. It is our sub- 
mission that the new Ottawa Terminal Railway Company really does not need 
this power; it does not need to come under federal jurisdiction in respect of 
the pickup and delivery services. I would like to refer to what was said in the 
“hearings before the Senate committee. I think Mr. Macdougall was replying 
to certain questions. This is on page 46 of the proceedings of the standing com- 
: “mittee. Mr. Macdougall answered a question put to him by Senator McCutcheon. 


Mr. Macdougall said: 

I will answer that, senator, by saying that at the present time we do 
not actually perform any services in the Toronto terminal area under 
the powers of the Toronto Terminal Railway Act. We have a local trucker 
who does our pickup and delivery work in the Toronto area, and he 
complies with the local ordinances and laws. 


_ Ido not think it is really necessary for parliament to take this right away 

rom the provinces for an eventuality which presently they are not even using. 
| -Again I would like to refer also to another statement by Mr. Macdougall at 
1 he top of page 47. Here I think Mr. Macdougall is replying to a question with 


eee by the grace of God in fact does comply with provincial requirements, 
ji Ithough it really does not have to comply with them. Here Mr. Macdougall 


The practice of the Canadian National Railways all across Canada 
is to comply with the local provincial jurisdictions. 


4 If that is the practice of the Canadian National Railways and the Canadian 
[Pacific Railway, then are we now seeking something new in respect of the 
Ottawa Terminal Railway Company? Is the Ottawa Terminal Railway Company 
going to be put in a different position, legally speaking? Is there any justifica- 
ion for doing so? This morning I think Mr. MacDonald made the statement, 
£I understood him correctly, that the Canadian Pacific Railway and the Cana- 
ii an National Railways were going to continue their pickup and delivery services. 
ie they are going to continue that, is it again warranted here to give this 
hompany the pickup and delivery service and except them from the provincial 
huthority? I cannot see the justification for it. We see a lot of references to 
the company wanting to do something and wanting to comply with the provincial 
iuhority and yet, for some reason or other, they want to have this company 
ve in a position where it comes regarding the pickup and delivery service 
inder federal jurisdiction. We do not know the reason for it; perhaps they will 
ell the committee. They have not said it to the Senate euienitiees 


a Mr. Chairman, I would like again to come to a little correction which I am 
‘ound to make because it is here on the record. It is at the bottom of page 45 


pte proceedings of the standing committee, volume No. 2. 


I think, Mr. Macdougall, I might be permitted to read this: 

..we are not asking for any powers to operate trucking services 
| in conjunction with or in substitution for rail services such as Mr. Gazdik 
|) 212422 
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read to you in the Canadian National Railways Act. Those powers enable _ 
them to offer over the road railway services which may be 10, 50, or © 
100 miles, as long as those services are in substitution. a 

Under the powers of the Canadian National Railways Act, which — 
he spoke of, we can substitute a highway service for rail service. Also | 
with that power we can put on a highway service in conjunction with @ 
the rail service. That is not what we are asking for here either. a 


I am not quite sure what they are asking for. I take it that it is pick-up 
and delivery. If it is pick-up and delivery, my submission is that the Canadian Wy 


National Railways Act, section 27, does include pick-up and delivery. But that 


is not my statement. 
I will have to call your attention to the debate of the House of Commons, — 


to be found in the official report for May 24, 1955, when Mr. Marler the then ~ 
minister of transport said this, which is recorded at page 4075 as follows: 
In order to particularize the type of transportation services to which Bs 

the bill was intended to apply, I then went on to say: i 

This is designed primarily in order to regularize pick-up and © 

delivery services in the metropolitan centres. 


I submit this is pick-up delivery, and that the Canadian National 
Railways Act, section 27—and this is what Mr. Marler is talking about of © 
course—does include pick-up and delivery service. Therefore, there must be 
some change of which I do not know, or of which we do not know. We think © 
that section 27 may be broader than pick-up and delivery, but I am not going q 
to go into that part of it. It certainly includes the authority for pick-up and © 
delivery, and I submit that it is the actual authority for pick-up and delivery — 
of the Canadian National Railways. a 

That being so, section 10(g), providing for the operation by trucks which | 
is said to be pick-up and delivery, is the same. So, therefore, they are asking © 
now for the same thing that they already have under section 27. The only — 
thing they have not told you yet is why they want to have an exception made 


here, and why they want to have this operation in Ottawa come under federal ; 
a 


e 


of 
fy 


authority. 
As I said, in 1955 this policy was a very important one. This policy wen 


a great deal further than the proposed act, because at page 4076 of the same 
Hansard that I referred to earlier, you will find at the bottom of that page, at 
the end of the statement of Mr. Marler, the following: ‘a 
__it was never my intention that the declaration contained in the bill to 
the effect that the transportation works were works for general adva 
tage of Canada should extend to cover the highway transportation 
activities of the Canadian National Railways, under the section of t en 
bill by which it is proposed to give them power in this matter. a 


Because it was their intention, is it your intention now? I really doubt i 
but I am not sure. In fact the amendment as you have heard from Mr. Mag 
affecting section 18, with the exception of paragraph 3 of section 18, is to put 
the railway company in a position, said Mr. Marler, of having corporate pow- — 
ers to carry out these activities, and would leave it in the position in which | 
it is at present, of requiring it to conform to provincial legislation so far ) 
carrying on of its operations is concerned. ‘ _ 

This was the policy of the government in 1955, and it has not been changed 
I submit, today. — 

Now, the suggested amendment, if I may come back to this, we have sub- 
mitted to you is, as I said much earlier, not something for which we can claim 
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_ _ credit. Mr. Marler again, when this matter was heard in the committee in con- 
ie nection with Bill No. 351, on June 3, 1955, at page 245, said as follows: 


i When I first thought about the matter my inclination was to believe 
i. that we should have specific words referring to provincial jurisdic- 
tion appear somewhere or other in the text, but when I went into the 
matter, and when the subject was explained to me fully, I realized that 
if we were to put it in one clause then the implication would be that in 
other clauses of the bill, where other powers are being given which have 
in some cases to be exercised, subject to provincial jurisdiction, we would: 
seem to be creating a distinction between the two classes of powers. The 
legal advisers of the Department of Justice have told me that the powers 
under clause 27 can best be made subject to the authority of the prov- 
ince by excepting the works being carried out under clause 27 from the 
declaration ‘for the general advantage of Canada’. 


We submit that what was true then is true now, and that the best way to 
_ preserve provincial authority over trucking operations, over pick-up and 
| delivery trucking operations in or about the city of Ottawa, is by creating an 

exception in section 19 in the manner I suggested, or in some such words as 
you may deem best suited for the purpose. 

Perhaps I might add that in as much as it is not a derogation, as was sug- 
gested by Mr. Macdougall in his statement to the Senate committee, that we 
. _ are talking not of a derogation of powers that the Canadian National or Cana- 
_ dian Pacific now have, but what we are asking for is to put the new railway 
on the same footing as the Canadian Pacific and the Canadian National Rail- 
_ ways, and not to create here an exception which might operate, I submit, 
_ unfavourably regarding other trucking operations. 

This matter of a declaration has the curious result in that at the present 
time there is a certain extent of provincial control and municipal control over 
local trucking operations. But if you make this declaration, then the trucks will 
come under federal jurisdiction, and I submit having regard to the nature of 
_ interprovincial trucking, there is no regulatory organization or body which 
will control that trucking operation. This may be a curious result, but under 
_ the jurisprudence of the existing law, that is, the Motor Vehicle Transport Act, 
| it applies only to interprovincial trucking, and interprovincial would be Ottawa- 
_ Hull, and it will be under the same act and will continue to remain under the 
same provincial-federal jurisdiction, and I refer to operations in or about the 
city of Ottawa. 

I submit that we do not know exactly the limit. It certainly is possible that 
_ a large scale pickup and delivery operation will be carried out by this railway 
company without any control. I think that this is an unfortunate position, even 
for the other pickup and delivery trucking operators, if those concerned are 
under the same control, and the railways competing with them are without 
control. I leave it to you to draw your own conclusions regarding it. 


| Mr. MACDONALD (Rosedale): It seems to me that it really boils down to this: 
| Why as a matter of policy should not pickup and delivery service vis a vis the 
“new terminal not be included under federal jurisdiction like every other part 
of the new terminal? Mr. Magee said that it would be fair and equitable to 
_put it under provincial jurisdiction. But I really do not understand what he 
means by that. Why would it be unfair or inequitable for the federal govern- 
ment to control the carriage of goods out of the station or into the station? 
Where would the inequity arise? Where would the unfairness arise? , 
In the authorities he mentioned, Mr. Gazdik made reference to the fact 
that it was desirable where there might be a diversity of jurisdiction in the 
} Operation, and that it might be under federal control. I submit that this is an 
| excellent example of it right now. Surely, if it be concerned with pickup and 
21242293 
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delivery in both Hull and Ottawa, it is under the jurisdiction of the two different 
provinces, so why do not those authorities apply in this particular case? It — 
makes good sense to me that pickup and delivery operations should be under — 
the control of the same people who are otherwise controlling the railway ter- — 
minal. What is unfair or inequitable about that? i 
Mr. Macrs: You ask what is unfair or inequitable about it? But if that — 
occurs, parliament for the first time would give to railway trucking operations ‘ 
an entirely new and discriminative jurisdictional power which has not occurred — 
in the case of other trucking operations in this country. a 
One trucking company in this country employs a great number of pickup q 
and delivery trucks, I would say quite confidently, in the cities of Montreal and q 
Toronto, yet parliament has never made any move to say that the pickup and | @ 
delivery operation of these very large trucking organizations should be put © 
under federal jurisdiction and removed from control. But that is what would — 
happen. It would remove them from control. a 
Mr. MacponaLp (Rosedale): What kind of control? Are you saying that the : 
Ontario highway transport board exercises a different control over the Canadian a 
National Railways and Canadian Pacific Railway in their pickup delivery — | 
operations in Ottawa and Hull? - 
Mr. Macrez: The Ontario highway transport board does not control trucking 4 
within the city, no; but we, as the Canadian trucking industry, are strongly — 
opposed to parliament setting a precedent, lifting your provincial jurisdiction 
over certain trucking operations of the railways, and transferring them to i 
federal jurisdiction. What would occur would be the start of a sliding away ~ 
from the policy which the government decided upon in 1955, and again in 1956 — 
in the only two instances when this question arose. Parliament sal 
dictional and constitutional treat- — 
ment as the trucks of the independent trucking industry. : a 
Mr. Macponatp (Rosedale): So the province does not actually exercise any — 
control over the pick-up and delivery operation in Ottawa. Putting them under ~ 
the same control would be an illusion, because there is no control. a 
Mr. Macee: There could be municipal or a provincial control. 
Mr. Macponatp (Rosedale): But in fact there is none at present. , 
Mr. MaGEE: There is now in the province of Ontario a very far reaching 
investigation being carried out into the whole application of the provincia 
regulatory laws pertaining to the board of transport. This is probably going to. 
take about a year to complete. This will be a sort of royal commission investiga- : 
tion. We think that a very important question of principle is involved here and — 
that this exception should not be made. Even if we could say to the committe 
that at this moment to take the trucks off the Ottawa Terminal Railway Com. 
pany, which would normally come under the provincial jurisdiction, and trans- — 
fer them to the federal jurisdiction will not, at this moment, harm any indi- — 
vidual trucking company, we would still be strongly opposed to this precedent 
being set. As a matter of fact, not only is a precedent being set, but a reversa a 
of the policy which parliament has followed in these matters and which we feel 
was eminently fair. , es 
Mr. Macponatp (Rosedale): I will revert to the same question. You havea 
situation where the regime that you are asking for is under one provincial juris _— 
diction in Hull, in which you would like to control the pick-up and deliver 
operation, and there is another provincial jurisdiction in Ontario whicl 
would do the same thing. What happens if there is a diversity in treatment: 


that is, the people in Hull will be put by the provincial government under dif- 
7) 


ferent conditions regarding pick-up and delivery from the station? It seems tO 
make eminent good sense that in so far as pick-up and delivery is concernec¢ 
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i that is all we are talking about in this case—they should be under the same 
_ jurisdiction which controls other aspects of the railway operation. 


a. Mr. MaczE: This is a legal question which Mr. Gazdik can answer better 
m than I. 
-~=S-Mr. GazpIK: I think I understood the question. It is a very nice question 
although a difficult one. I will try to refer you to the fact that under the Motor 
_ Vehicle Transport Act of 1904, the Ottawa-Hull operation is already an inter- 
- provincial operation and comes under the federal jurisdiction which is dele- 
_ gated to the provinces. That is to say, the Ottawa-Hull operation is done by 
Ki the transportation board of the province of Quebec under, so to speak, a fed- 
eral hat. We have seen a number of similar operations. They exercise a certain 
control, and they exercise this control in the same way as any other interprovin- 
cial operation. What you are actually asking is why we should not put an inter- 
provincial operation on the same footing as a provincial one. That applies to the 
whole of Canada. Why has parliament not heretofore lifted away from the 
' provinces the interprovincial authority and put it in the hands of the federal 
- authorities? They have not done it. I do not think there is any justification for 
it. They have not done so advisedly. 


Mr. MAcDONALD (Rosedale): You are making a very appealing suggestion, 
and it is not a bad idea. However, throughout your presentation you argued on 
the basis of a national operation. I can see there would be difficulties in control- 
ling a national operation, but it seems to be a narrowly confined operation. It 
H seems to make good sense that one entity should in fact control all the pick-up 
_and delivery operation. That is what you are speaking against. 


Mr. GAzpDIK: I am. We must realize one thing, that is that the Ottawa Ter- 
eal Company is not setting down a new railway in the Sahara desert. It is 
coming in where railways, pick-up services, and the entire operation, have 
f eperated for many years. I have not heard any complaint, and I do not think you 
_have heard any complaint that things are badly set up. The railways are doing 
pit right now. They have all those disadvantages, those provincial burdens, on 
them, and they have not complained. They have not said it is bad. They have 
hs been operating the pick-up and delivery service, and the other independent 
/ truckers are doing the same thing. It is operating very well. This is the status 
quo. 

What you are suggesting is that we should make a change in the status quo. 
a Is there any justification for it? I do not see any. You can make the change in 
| the law. Earlier on I did say that parliament is omnipotent and can do a lot. 
It will do it if it feels it is justified in doing so. If the railways had come up 
Vee here and had said, ‘‘We are harassed by the city of Ottawa; we cannot operate; 
we are harassed by the Ontario government’’, and if they said, ‘‘We are over- 
_ regulated because there are 16 regulatory bodies over and ‘abave us. Save 
| us, take us out and put us under the federal control, or take us out from under 
| "the provincial jurisdiction”, you would then have a case. However, nobody said 
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4 Mr. Macpdonaup (Rosedale): I will put it to you this way: We are setting 
| up a regime which we hope will last for many years in Ottawa. We are taking 
a fresh look at this particular situation. I say it is logical with respect to the 
I pick-up and delivery aspect of this matter. It should all be under one control. 
That is all I am saying. 

i 4 You made a further assertion with regard to the powers referred to under 
| 10(g). You asked “Why ask for these corporate powers for the terminal com- 
be pany?” I wouid put this to you: I think it makes good sense, regardless of 
| whether in fact the Toronto Terminal Company has ever exercised the power 
| it has. It is good sense to give the terminal company the power to operate its 


om 
own transport system for the benefit of both railways, and give them the 


602 feu STANDING COMMITTEE 


corporate power to do so, regardless of whether in fact it is exercised or not. q 
If the clients you represent become extortionate in their rates, then the | 
terminal company will have a lever to use against those rates. I am suggesting 9 
to you that it is appropriate that we give this power now, tee ea of | 
whether it is in fact exercised or not. 4 
Mr. Gazpik: I am in full agreement. I only said that it would be taking 
it out from the provincial jurisdiction. As far as clause 10(g) is concerned, 
I said at the very beginning, and I will repeat it so that there should be no 4 
question about it, we are not objecting to these powers. We are not objecting © 
to giving this new railway company the pick-up and delivery service. We are | 
not objecting to the Canadian National Railways and the Canadian Pacific g : 
Railways doing pick-up and delivery. The only question I have raised is_ 4 
that there is no justification for taking the operation of these vehicles out of @ 
the provincial control under which the Canadian National Railways and the a 
Canadian Pacific Railways operate. The justification was that even in Toronto © 4 
they are not using these powers so they do not need to take it from the federal — 
authority. If they would need it, they would say we cannot operate with local | 
truckers in Toronto; we have to have it under the very convenient system, — a 
perhaps, of the federal authority. They have not said it, so they are completely 4 
content with the provincial operation; they have said so. Bf 
Mr. MacponaLp (Rosedale): We are setting up an entirely fresh regime. _ va * 
You are dealing with two separate jurisdictions, and it seems logical to ne 
to put them under federal jurisdiction. a 
Mr. GAzpIK: When you say put it under one regime or— 
Mr. Macponatp (Rosedale): Put it under the federal jurisdiction. N 
Mr. Gazprk: If we search for the federal power in our complex system— 4 
and I do not have to tell you because you know it much better than I—there@ 
is no clear statement of what is exactly federal and what is provincial. Even — : 
some operations may in some cases be said to be provincial and some cases — 
federal. Mr. Driedger in 1959 gave a very learned statement on this business of if 
provincial and federal powers. Even if a federal authority would want ‘om 
control a federal operation it could not do it; the railway commissioners do 
not have the power. , 
We have the case of Beauport and Quebec in which the Supreme Court | 
of Canada said they had no power. Here is a typical case in which it is easy to :, 
say ‘‘take it away and then the federal control will apply”, but I submit — 
respectfully that there may not be any federal control and the result, regarding — 
interprovincial operation, is that you have done nothing because there you | 
have the Motor Vehicles Transport Act to apply and, regarding intraprovincial 
transportation you have done something but what you have done actually 
leaves the field open and without control. That was my submission. 


Mr. Macponaup (Rosedale): Are you arguing that even without this ; 
declaration it would be to the advantage of Canada that the federal govern- — 
ment could get no greater jurisdiction than in the past? q 

Mr. Gazpik: No. I am much more careful about this than that because i 4 
think this is a very very complex field, and very delicate points are coming 
up all the time. I cannot quite say whether there should be any federal authority — 
that would control this operation, legally. I merely say that there is not one 
right now in existence; whether the federal parliament would introduce one 
at a later stage is something which I cannot say. a 

Mr. Rock: Mr. Gazdik, I think your presentation here is very good—in- 
fact, you would make a very good politician! 

In reference to certain statements you made earlier about Mr. Macdougall, 
you refered to a certain statement and then more or less cut him off directly 
by saying that this was about all he said. However, having looked through 
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_ the Senate report I think he presented a very good case, but you did not go 
into it thoroughly. You left the impression that Mr. Macdougall just made a 


certain statement and did not answer anything and did not present anything 


- else. Then Mr. Magee is trying to convince us that we will be causing a prece- 


dent, yet I think according to the statements of Mr. Macdougall in the Senate 
committee one can see that he has proven his case very well, which is to the 


- contrary of yours. I hope, Mr. Chairman, that Mr. Macdougall will be called 


here immediately after Mr. Magee and Mr. Gazdik to present his side of the 
_ story, with the representative of Canadian Pacific, so we will have a complete 


picture. 

Mr. GAZDIK: I would like to say forthwith that I have the greatest respect 
for both Mr. Spence and Mr. Macdougall, and when I quoted certain parts of 
their statements I certainly did not intend to fall into the fault of misleading 


_ you into thinking that these were the only statements. If I fell into that fault 


I apologize to them and to you, because that was not my intention. I merely 
tried to take a short cut, and perhaps wrongly. I find their statements were 
extremely well done, and more than this—they were very successful. 

Mr. Rock: Mr. Chairman, I do not believe we receive these reports auto- 
matically. 

The CHAIRMAN: Yes, we do. 

Mr. RYAN: I would like to ask Mr. Gazdik if he is aware that under section 


' 12 of the National Capital Act of 1958 the National Capital Commission is 


empowered to operate a railway throughout the national capital region, which 


- surrounds both Ottawa and Hull for quite a few miles. 


Are you aware of that, Mr. Gazdik? 
Mr. GAZDIK: Yes. 


Mr. RYAN: Do you not think the federal government here is probably trying 
to preserve the federal jurisdiction for the National Capital Commission in the 


- event it does seek to take over railroading in this area? 


Sa 


Mr. Gazpik: That may be the case, but I submit respectfully in answer to 
this question that if that is the purpose it can easily be achieved if and when 


this power will be conferred. There is no difficulty in including it in the truck- 


_ ing powers. I do not think there is a need for doing it through this piecemeal 


legislation. When the time comes it can be done very easily. 
Mr. Ryan: Do you not think we would be creating a precedent the other 


| way here which you could argue at some time in the future if we deducted the 
| power from the Ottawa terminal railway? 


Mr. Gazprk: I do not know, Mr. Chairman. We are arguing on existing 


precedents right now. If we succeed in convincing you that those precedents 


were right, then I think those precedents are right and they are good, and if 


_ we then will argue later on that you were right on two previous occasions and 
a third occasion, and you should be right on the fourth occasion, that would be 


just the same argument. I do not think the fact that the city of Ottawa, if I 
-may say so, will be made eventually an exception, and for the purpose of such 
an exception at a later stage for which you will need certain powers, will 
‘deter you from incorporating a railway company. Today you are only looking 


at the incorporation of a railway company, a company which by its own charter 


calls itself a railway. In looking at it as a railway company you have the 


_ precedents of parliament regarding railway companies. 


Mr. RYAN: Do you not think we have to look at it here as a unique situation 


and a unique location and take into consideration the future of the national 
capital region? 


Mr. GazprK: I think I have answered this. I do not know whether you 
should. I think you are looking at it in a unique way and we are looking at it 
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wonderful effort, if I may say so on behalf of the association I am ieeccer hae J 
But when it comes to trucking, we have not seen or heard—and I submit there 
are none at this stage—any references to any difficulty existing today that | 
warrants the use of section 92(10) (c). ‘a 
I come back to this. This is a very important matter and it always was, Y 
because if it is abused then I say there is no provincial jurisdiction. 1 


The CHAIRMAN: Mr. Fisher. q 


Mr. FISHER: I would like to ask Mr. Magee a couple of questions. | : 

I had anticipated, Mr. Magee, that part of your argument would have 
been concerned with the operations of Canadian National Railways and, to a_ 
degree, Canadian Pacific in long distance hauling through Smith transport andi 4 
organizations such as this. I would assume the amendments made in the bill 
in the Senate which brought it down to “in and around Ottawa” took care of 
any anticipation you may have had about this becoming a base for long dsene "y 
trucking operations. 


Mr. MAGEE: Yes. Our original appearance in the Senate was prompted note 
only by the application of the declaration for the general advantage of Canada | ‘i 
to the proposed motot vehicle operations of the Ottawa Terminal Railway | 
Company, but also by our fear that the wording of clause 10(g) as it originally 
appeared in the bill would enable the Ottawa Terminal Railway Company ~ 
to conduct trucking operations across the province of Ontario under federal | 
jurisdiction, and since there is no federal regulatory apparatus for the control | 
of motor: trucks in Ottawa set up by the federal government it would have 
been an absolutely discriminatory jurisdictional treatment given to that para 
ticular trucking operation. ‘o 

It was as a result of that submission that the words were added in cane oy 
10(g) in the Senate restricting this to “in and about the city of Ottawa”. a 

Mr. FIsHER: Do you feel the amendment that was made in the Senate — 
is strong enough to prevent this transportation terminal that is going to be 
constructed from being, say, the eastern Ontario depot of long distance truck ~ 
hauling by both Canadian Pacific Railway and Canadian National Railways! 
subsidiaries? A 

Mr. MaceEsE: I think so. I can say that we are not sure that the word 
“in and about the city of Ottawa” will confine the trucking operations of 
pickup and delivery just to the urban limits in this area. How the wording wil 
be applied is something that has to be seen yet, but we do certainly not foreseal 7 
that this would become a terminal for long distance trucking operations of them 
two major railways. a a 

Mr. FisHER: I would like to go a little further into this. ay 

This is problematical, but it is my understanding that Canadian National 
Railways plan, for example in Toronto where much of their pickup and delivery na 
trucking is done by for-hire truckers or organized companies such as Hendry’ 8, 
to change this to rationalize the whole thing into a part of the railway opera~_ 
tions, I understand through Canadian National Transportation Limited. i 

I would assume if this pattern that is going to be projected in Toronto 
develops and becomes a pattern right across the system, we may reach a stage 
when Canadian National Railways and maybe Canadian Pacific are planning | 
a long term rationalization or integration of all their services so that in a sense 
it all operates within the one framework. 9 

If this is the development, I do not see anything sinister in this terminal 
operation here, but it does seem to me that Canadian National Railways at 
least are being provided with a basis from which to work; and that coul 
raise issues that are much more severe for the people you represent than } yo u 
have put to us at the present time. a 
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I wonder if you have any information or comments on that? 


Mr. Macre: Mr. Chairman, we can only go on the basis of the wording 
a of the bill and of the expressed intentions of the railways when they appeared 
- before the Senate. 

I would say that if there is a danger or a possibility of a development 
such as you contemplate, Mr. Fisher, it is all the more important that the 
_ jurisdictional treatment being given to the Ottawa Terminal Railway Company 
- trucks should be the same jurisdictional treatment as parliament gives to 
trucks anywhere in this country. 
ae Mr. FISHER: May I ask Mr. Gazdik, if he has not already elaborated on 
_ this when I was out of the room, to tell us the significance of the case that 
- is before the Quebec courts. It is obviously very serious because when Mr. 
‘ Gordon was before us with his annual report a few months ago he refused to 
he make any comments on it because some of his previous comments had become 
' part of the argument, I gather, before the courts. 

q If I understand this particular case correctly, if it should be decided 
- against Canadian National Railways, in effect it would call in question almost 
- all the trucking operations that Canadian National is engaged in except those 
a that are directly, or on the face of it, developed as the substitution for rail 
| services, Is that sort of a fair hypothesis or conclusion to come to? 

4 Mr. GAZDIK: Well, Mr. Chairman, I find it rather difficult to answer this 
| because the conclusions of this case took up about 13 type written pages. 
| There were many little details concerned with it. But, if I could answer your 
- question in sweeping terms I do not think you are quite right. I think all we 
_have been trying to do in this case which is before the Quebec Superior Court— 
and, incidentally, this case will be heard sometime next February—is to insist 
that the Canadian National Railways do only what is permitted in respect of 
_ them in section 27; in other words to restrict its operations to those which are 
in conjunction with or in substitution for railway services. Now, that is our 
conclusion there. There are certain circumstances in which the railways, I 
submit, have not been entirely within this framework of section 27, and we 
have referred to those in the action. We are not asking the railways to bend 
in any of their trucking operations but to operate within the law as parliament 
_has provided them to operate. 

Mr. FisHerR: But I think it is only fair that we should keep in mind the 
i fact that there is a legal argument to present as well as a policy argument 
ay the Canadian trucking associations against the position of the Canadian 
Nie National Railways in the long haul trucking business. 
i Mr. GaAzpIK: Yes, that is certainly correct. 

he Mr. Macee: Mr. Chairman, may I comment on this? 

| ‘The Cuarrman: Proceed, Mr. Magee. 

a Mr. MacezE: In respect of Bill No. S-33 we are not concerned with the 
| operation of pickup and delivery services by the railways nor are we opposing 
| them, or have we ever opposed the pickup and delivery trucking type of 
Ie operation by the railways anywhere in Canada. Our only opposition in regard 
| to railway truck line operations has been on long haul inter-city runs in 
ies competition with the trucking industry, and it does not involve local pickup 
| and delivery operations of the railways. 

(si Mr. FisHer: I have one other question I would like to put to you in 
- eonnection with your stand in this particular matter. Did you make representa- 
_ tions to the minister of transport in connection with this bill when it was 
_ being drafted or when under consideration? 


Mr. MaAcEE: Do you mean Bill No. S-33? 
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Mr. FISHER: Yes. 
Mr. MacrE: Yes, we sent a letter to the minister of transport about this 
bill on August 18, 1955, following the passage of the bill by the Senate. a 
I might say quite frankly that based on the policy which parliament hoa ® 
followed in regard to Bill No. 351 in 1955 and this little Bill No. Y-9 in 1956, 
we did not anticipate any great difficulty in having withdrawn from Bill No. 
S-33 the declaration that these trucks were for the general advantage oft 
Canada. In fact, in 1955 we put our whole submission to the government of 4 
the day on the basis there must be an error in the bill; and, we were told yes, — 
there was an error in the bill, that the C.N.R. made the error and they are going 
to take it out. We were advised that the bill was going to be amended in the 
committee and, quite honestly, that is what we thought was the situation 
today. That is why, I may say, we never made a submission to the minister — Bi 
until the bill was passed by the Senate. | * 
Mr. FIsHER: Could you put on record what the minister’s reply was to you. 


Mr. Macee: I would like to put on record, in whatever way you may se 
fit, the letter that we sent to the minister and the reply which was sent by 
Mr. Baldwin, because, at that time, Mr. Pickersgill was ill. 

The CHAIRMAN: If you wish, would you read it into the record? 

Mr. PETERS: Could it not be attached as an appendix? p 

The CHAIRMAN: I think it would be more appropriate to read the letter 
than have it introduced as an exhibit at this time. ee 

Mr. MaceE: I will read the reply, Mr. Chairman. It is dated September 24, a 
1964. It is signed by Mr. Baldwin, the deputy minister of transport and is 4 
addressed to me. It reads as follows: ¥ 


Dy 
sf i 


Dear Mr. Magee: 


Mr. Pickersgill has asked me to reply to your letter of August 18, 
suggesting that further consideration be given towards revising clauses 
10 and 19 in bill S-33, an act to incorporate the Ottawa Terminal Rail- 
way, with a view to ensuring that the company complies with provincial — 
laws in the operation of motor vehicles. Be 

Amendments along these lines were, as you know, proposed by your a 
counsel, Mr. Julien Gazdik, to the Senate committee on June 18 a 
July 21, 1964. Testimony on these points was also given by representa- ~ q 
tives of the Canadian National and Canadian Pacific. The various amend- — 4 
ments were considered by the committee, and the one dealing with the © 
addition of the words “in and about the city of Ottawa’ following the 
word “hire” in section 10(g) was approved. The Senate approved the@ | 
bill as amended. R: 

The points which you have raised are important ones. In view of’ 
the attention given by the Senate committee to the various aspects of 
these very questions, however, I believe we must accept that they have % 
received adequate consideration, although this does not rule out further 
consideration and possible amendment when the bill is before parliament. — 


Yours very truly, 
(Sgd) J. R. Baldwin. 


Mr. FisHER: As an indication, having read the Senate reports, I can only 
interpret that to mean there was no public indication on the written record, 
of the Senate committee that there was serious discussion on section 19. It 
would seem to me that when they got down to clause by clause treatment they, ‘ 
in a sense, just raced right through. e 

Mr. Macrr: I may say that we had no opportunity at the Senate transport | 
committee hearings of replying to the statements that were made by tI 
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: railways. I raise this point because of the reference that has been made to 
the argument of the railways. The railways stated their position after our 
' submission, and the hearing was quickly adjourned by the passage of the 
_ final clause, and we never had a chance to answer any of these points. 


Mr. FisHeR: I wanted to bring this out partly because of Mr. Rock’s inter- 
jection and because I am confused in two possible ways. I am having difficulty 
seeing in this bill what the ministerial responsibility for it may be. I assume 

-from the letter the minister has a responsibility but, in effect, the argument 
in the Senate and before our committee really has been carried not by any 
- minister but by the parties who have appeared before us, the N.C.C., the Cana- 
dian National Railways and the Canadian Pacific Railway. It seems the Canadian 
Trucking Associations has raised an issue here, and it seems to me that if we 
depend solely on an interpretation in this matter from the parties I have men- 
tioned, the N.C.C., the Canadian National Railways and the Canadian Pacific 
Railway, we are missing the person and the organization that has the prime 
responsibility to indicate the merit or the demerits of the Canadian Trucking 
- Associations, the minister and the Department of Transport. 
I myself feel that I do not want to go ahead with this question of clause 
19 without having the straight and considered opinion of the counsel of the 
| Department of Transport because, it seems to me, that this bill, by its nature, 
| is the responsibility of the Department of Transport. And, it is for that reason 
| I think we should have both Mr. Baldwin and counsel for the Department of 
Transport here to give us their views on the particular issue that has been 
raised. So far as I am concerned it is not good enough to have a case made in 
this particular case by what seems to me to be people who have not govern- 
mental respensibility. 

The CHAIRMAN: I quite agree that many more people should be called and 
at one time or another there should be an expression from those who are 

responsible for the bill. But, in view of fact that counsel for the Canadian 
' Trucking Associations has been in attendance I would imagine the committee 
- would like to hear the representations of counsel for the C.P.R. and the C.N.R., 
and also representations from the N.C.C. After that I am sure we should have 
a full discussion. I think we might as well go through this point, which is most 
- interesting, because so much hinges on it. 

; Now, gentlemen, shall we adjourn? What time do you wish to reconvene? 
If the house is in the same mood as it was yesterday I think perhaps we could 
convene earlier. Perhaps we could reconvene at 3 o’clock or 3.30. 


An hon. Member: Three o’clock. 

An hon. Memper: Three-thirty. 

Mr. Caron: I suggest 3.30. 

The CHAIRMAN: We will adjourn to 3.30 this afternoon. 


AFTERNOON SITTING 
DECEMBER 8th, 1964. 


The CHAIRMAN: Gentlemen, we now have a quorum. We have heard Mr. 
Gazdik and Mr. Magee from the Canadian Trucking Association, and I wonder 
if you want to proceed to question Mr. Gazdik further at this stage or if you 
would like to have the case made by the Canadian Pacific and Canadian N ational 
1 Railways before we go into the objections to the bill to find out what is the 
position of the railways on it. 

/ Mr. Caron: May we proceed further with Mr Gazdik so we will know 
| what he is talking about and then we can discuss it. 


answer this question. First, may I clarify something which this morning I ¢ 
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The CHAIRMAN: All right, they are at your disposal. se 
Mr. Gazdik and Mr. Magee, will you come forward, wleiieit Mr. Hahn ei 
Mr. Haun: Mr. Chairman, I have a couple of questions I would like to as kK 
the witnesses in connection with their objection to the bill as it stands. a 
As I understand the evidence we received this morning, the witnesses gave 
essentially four reasons for objecting to the bill as it stands. They said that we 
are changing the status quo; that the railways now do a pickup and delivery 
service under provincial regulations; and that by implementing this bill we ‘1, 
are going to change that to come under federal jurisdiction. This was one 
reason cited. q 
They also cited the precedents of Bill No. 351 and Bill No. Y-9 of a ; 
previous parliament when a change of this type was not accepted. They raised 
the following questions. Why should the federal government intrude, under 4 
clause 92, in a provincial area? Is this matter of sufficient importance to do) 
that? Is pickup and delivery under federal jurisdiction warranted? Is this 
an important enough item to go under federal jurisdiction? a 
These may be very valid legal arguments, but to me they do not get dowr ie | 
to the heart of the problem. It would seem to me that the only real reason why © 
the trucking industry would object would be because of some competitive | 
disadvantage that they would suffer if the railways were to operate a pickung 
and delivery service under federal jurisdiction while they had to carry on a> 
competitive business under provincial jurisdiction. L 
I would like to try to find out, if I can, what are the differences in the | 
regulations that would give the railways an advantage. If they were under. a 
federal jurisdiction, what disadvantages are there in the provincial regulations: : 
that would work against the normal trucking industry? . 


Mr. J. GazpIiK (Counsel, Canadian Trucking Association): I will try to | 


afraid, I may not have made clear enough and which was brought out ve i. 
properly, by Mr. MacDonald. ‘a 

At the moment, our contention is that all trucking, or pickup delivery if 
you wish, whether it is operated by any of the railways or by an independent 
trucker, is under one jurisdiction, and that is the provincial jurisdiction. Thi sa 
is not just by chance. This was done purposely. When the Motor Vehicle Trans- 
port Act was enacted dealing with interprovincial trucking it left administra— 
tive matters to the provinces and the provincial boards. Therefore, today, if 
any question of a licence comes up, a party who intends to do pickup or delivery 
has to turn to the provincial authority. However, the provincial authority ma 
or may not exercise its authority; some authority is not yet exercised. For 
instance, in Ontario, there is the Ontario municipal act which leaves to any © 
municipality the regulation of its own pickup and delivery and certain other 
matters “within the municipality and a three-mile area of land adjacent to it . 
There is an exception, however. If in this three mile radius there happens t to 
be another municipality, then the other municipality also has the right 1 to 
have its own licensing regulations; and if there is a pickup trucking operation 1] 
between two municipalities, it is my submission that—and I think I am right in 
my understanding—that cannot be done by either of these municipality licens} 
cees. The party who wishes to operate between two municipalities has to turn 
to the Ontario highway transport board which administers the public commer- 
cial vehicle act, I believe, and which in itself, regulates these operations. There- 
fore, if you take the city of Ottawa only, there are in the city of Ottawa pickup. 
services which are running only under authority of Ottawa municipal licen 
and probably it is fairly easy to obtain these. Consequently, I do not consi I 
that it is really very much regulated. But once we arrive at this three mile 
radius, or once we arrive at an intercity operation, then we are right under * 
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‘ eae of the Ontario highway transport board. This is the present situation. 
S that extent, the province of Ontario regulates interprovincial trucking, inter- 
i 
: When aes comes . to services ie acen, Ottawa and Hull, in my submission, 
Bis comes under the Motor Vehicle Transport Act. If it comes under the 
_ terms of this act, the operator will have to obtain authorization from one or 
the other or both provinces if both provinces require licences for the type of 
interprovincial operation referred to in the particular service. The result is 
that whoever operates trucking today has to go to one or another provincial 
authority for a certain licence to conduct this operation. And that applies, to 


_ some extent, to rates, charges, and to the quality of service. It is controlled. 
a Mr. Haun: In terms of costs—this I imagine is what the truckers are 


concerned about—of operation, would an operator, operating under federal 
Statute, be able to operate on a lower cost basis? Would he be able to avoid 
‘licensing fees which those under provincial regulations would have to pay, 
for instance? 

‘ Mr. Gazprk: Mr. Chairman, I think this is a very difficult question to 
_answer and I think you may find that there are shades of differences in the 
“answer. My submission is that, theoretically, and in law, once you declare a 
trucking service within the federal jurisdiction, that trucking service does 
not have to comply, within law again, with any of the legal requirements of 
licensing or of buying a licence plate, if you wish, imposed upon trucking 
‘services by the provincial or municipal authorities. I think, it is the same as 
a railway engine which does not comply with any particular provincial reg- 
ulation. I think there is no provincial regulation affecting it. 

a A truck is in the same position as a railway engine, I would think. Now 
that, of course, has one disadvantage, if the railways should take advantage of 
‘it. I admit that I do not know in this instance when they have taken advantage 
of that situation, in fact they have said many times that they “attorned”— 
this is the word that they have used—to provincial jurisdiction in many re- 
-spects. And I say that we still buy licences, even though we do not have to, 
but we comply with the laws. That has been done several times. But, if that 
‘attornment changes at any time, if they decide to take advantage of it, then 
I think, in law, they would be in a position to operate these pickup and delivery 
services without complying with municipal and provincial laws. That is my 
‘submission. 

b Mr. Haun: One final question; you mentioned licensing as one item which 
‘may have a cost implication for the trucker. Do provincial regulations regulate 
the rates that are charged by truckers? Do they regulate maximum loadings 
‘on vehicles, and other things that would affect the costs of the operation? 

_ - Mr. Gazprk: I think, Mr. Chairman, I have to answer this in the affirmative 
although in general terms. Some provincial regulations—and I am talking 
now of the Province of Quebec, for instance—require the filing of rates and 
charges. They also require compliance with certain regulations regarding load- 
ing, safety and certain other matters. If anyone could operate outside of these 
regulations, our submission is that, competitively, he would have a tremendous 
advantage. 

(Translation) 

. The CHAIRMAN: Mr. Caron. 

_ Mr. Caron: Mr. Chairman, I believe that we, of the Province of Quebec, 
are a little touchier on the questions of the rights of the provinces than are 
the other provinces. We realize that in certain cases one should overlook such 
things and that it might be necessary under certain circumstances to forget 
about them. We want wees to come about slowly. This may be the trouble 
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with Mr. Gazdik; he probably fears that if here, in Ottawa, we disregard the - 
law, a provincial law, and especially clauses 91 and 92 about which we are so 
touchy, I believe that if we disregard the law, we will have gone beyond | 
bounds and there will no longer be any limits. The Federal Government could — 
go beyond the limits in every province and in all parts of Canada and I believe _ . 
that this is a case where the carriers are perfectly in the right. Is that the” 
main point? a 

Mr. GazpiK: I think I can say yes to that question. I think that this is 
precisely what is worrying us terribly; up to now, a principle has been estab- _ 4 
lished, up to now a principle has been followed by the Ottawa government. — 
If we start changing this principle for something as puny as the one we are , 
discussing today, we fear that there will be no limits; this is what I maintain. 4 


Mr. Matte: What must a carrier do when he has to transport good 
into another province? Must he have a permit from his province and a permit — ‘ 
from the other province also, in order to carry the merchandise? ji 


Mr. GAZDIK: I think that in reply to your question, I cannot answer for 
all the provinces, but I can give you an answer with respect of the provinces i 
of Ontario and Quebec. A carrier should have the permits of both provinces 
naturally; he must have the two permits. But this rule applies to all. But if an 
exception is made, if we accept this statement as such, we are making an 4 
exception and the result is simple. The result is that a certain portion of the x 
trucking comes under the Federal Government and is free of any control. Ht 
(Text) a 
May I add something, because I think this question raises the point Mr. 
MacDonald made this morning. I thought a great deal about it because I think a 
he has an extremely valid point, when he says that we want to bring everythit aa 
under one hat. Apparently we should agree and everyone should agree. I have ~ 
looked up again this record from which we have already quoted and I find 
that the Department of Justice representative, Mr. Driedger, in connection — e 
with Bill No. 351, on June 3, 1955, made a statement. The statement really 
starts on page 297, but when you arrive at page 300—and I apologize for again 
taking certain excerpts but I do not want to bore you with the whole lot— — * 
there is an answer I think to his trouble. May I just read this answer? It. a 

refers to section 27, and section 27 in the Canadian National Act deals mnal. 
highway transportation pickup and delivery service of the Canadian National. — 
This is what he says: y 
Now when we come back to 27 and assume that some of those — 4 
operations are under provincial jurisdiction and some under federal — 
jurisdiction, we get this result, that in so far as the operations are 
subject to provincial jurisdiction they are subject to provincial law and i 
in so far as they are subject to federal jurisdiction, they are subject = B 
to federal law and that federal law is the Motor Vehicle Transport Act,” q 
which has provided the same kind of licensing system under the same 
conditions as exist under provincial law. So that parliament has in fact, 
if you like, by the Motor Vehicle Transport Act subjected carriers underil 
parliament’s jurisdiction to provincial law. 4 
That is the effect of it and if you combine the two, a provincial law i 

plus a federal law you have in the result a provincial law applying to — 
all the operations under clause 27. : 


If I take this statement and apply it to 10 (g) and 19, this is what I find: Cisuse 
10 (g) without 19 would deal with the matter under one hat. 
Everybody comes under the provincial jurisdiction. If I enact 19, I have: 
taken out intra-provincial only, because I did not touch interprovincial, since: 
interprovincial is already regulated under the Motor Vehicle Transport Act 
and therefore, the interprovincial remains at the provincial board. Ottawa-Hull oh ) 
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- remains under the provincial board but Ottawa within itself, in a three-mile 
- radius, Ottawa-Eastview, Ottawa and any of these places connecting within 
_ five or six miles, would be under federal authority, and therefore not provincial. 
No more one hat; a new jurisdiction, federal jurisdiction. And there I find that 

there is no control. There I find nobody who is interested in me. There I find 
- that I am on my own. So, instead of doing and achieving what I think was 
hoped to be achieved by enacting 19 in the manner it is now, without the 
exception that we are recommending, we would destroy this one hat system 
‘and would create immediately two different jurisdictions, one provincial with 
its present regulatory authorities and another federal, which for the time being 
at least is not taken up and is not regulated. Hence, there would be an un- 
balanced situation and an inequality. 


Mr. MacponaLp: Mr. Chairman, on this last point, I would put it to Mr. 
Gazdik that this does not follow in the least, and that the Motor Vehicle Trans- 
port Act is general legislation. This is particular legislation with regard to a 
particular regional area and therefore the particular would take precedence ) 
over the general, particularly in view of the fact that it is later in date and 
therefore the entire jurisdiction is lifted out from one of them to the extent 
that the Motor Vehicle Transport Act applies to interprovincial business, it 

is put under the terminal; to the extent that intra-provincial business, which 
has never been under federal jurisdiction, is covered, this also is put under 
the terminal. 


(Translation) 

Mr. Caron: Since when does the particular have precedence over the 
general? 

Mr. Matte: It is the general that comes first. 


(Text) 

Mr. Macponaup: I am saying, that the intra-provincial, that is within 
_ the province of Ontario, which has never been under federal jurisdiction, is 
by the declaration for the general advantage of Canada thereby put under 
_ the federal jurisdiction of the terminal; in other words, there is no division of 
jurisdiction as you suggested. I would like to ask you one thing because I 
am not sure and I want to get it perfectly correct from you. Are you asserting 
now that the railways in their pickup and delivery business are subject to 
provincial licensing? 
. Mr. Gazprk: Sir, I never knew it otherwise. I do not know, maybe it is 
_ otherwise, but if you look up the parliamentary records that I have quoted from 
this morning, and if you can believe Mr. Marler when he stated to parliament 
what the purpose of the act is, and if you can accept his word, and I am 
ready to accept it on what the purpose of the act is, then you can accept that 
he never had any intention to take that out from the provincial field, and I 
think you must come inevitably to the conclusion that it is provincial. 
Mr. MacponaLp: I am not talking about the general trucking business, 
— but— 
Mr. Gazp1k: No, no, I mean the pickup. 
. Mr. MacponaLp: —strictly the pickup and delivery situation that we have 
here. You are saying that this is covered by the provincial jurisdiction 
now? 
a Mr. Gazp1k: I think so, sir, because I think that is what Mr. Marler said. 

I quoted in full and you will perhaps look it up yourself. Mr. Marler said: 

‘ It was never my intention— 
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I am reading now from page 4076 of. Hansard of ee ee May 24, 1955. 


—that the declaration contained in the bill to the effect that the trans- q 
portation works were works for the general advantage of Canada 9 


should extend to cover the highway transportation activities. 


Highway transportation activities are described by him again where he says | 


that this is designed primarily only in order to regularize pickup and de- | 


livery. I think we are talking about the same thing. He in fact says Section — 


27 is pickup and delivery only plus certain other things, substitution, that is 


highway and he also says, This is provincial. He says it. Now I think that j 


makes sense. 

Mr. MACDONALD: So, you are saying that the provincial licensing authority 
with respect to the two railways applies seme to the railways’ pickup 
and delivery business. 

Mr. GAzpIk: Yes, Mr. Chairman I would answer that. I am not saying 


both railways. I am familiar with the Canadian National and I discussed the f 


Canadian National act. I wish that those who are representing the Cana- 
dian Pacific would explain just exactly what their position is. I cannot quite an- 


swer it, but I think that under the Railway Act they would still remain under 4 
the provincial jurisdiction. But I am not as certain about it. As far as the | 


Canadian National Railway is concerned, I have no doubt at all, not on my 
authority but on that of Mr. Marler. 


(Translation) 
Mr. Caron: We said this morning that it could affect the transport rates of 


transportation? Let us say, for instance, with respect of beer and preserves. 


(Text) 


plaints about the undercutting of rates by truck lines owned by the railways. 


I cannot at the moment pinpoint them, but I certainly recall that there were 3 


those complaints. Beer was one, and Canned goods. 


Mr. Caron: I think the rates were much lower than the ones the trucking q 
industry could charge for transferring those goods. a 


Mr, Macrr: That was the contention of the trucking industry. 


Mr. CARON: So, it was under provincial jurisdiction at that time and it was q 
too low. How would it be, then, if it should come under federal jurisdiction 


without any taxes or licensing to pay to the province? 


Mr. Macre: Well, it would be a very serious situation. The situation at a 
Ae moment, of course, is that the railways “attorn’”, as they put it, to the © 


merchandise. Have you not already had to complain, despite the fact that the © 
law comes under the provinces, that the rates were too low in certain fields of ~ 


Mr. John A. P. MaGEE (Executive Director, Canadian Trucking Associa- q 
tion): Perhaps I could answer that, Mr. Chairman. There have been some com- 4 


provincial jurisdiction, even if they claim they are not subject to it. We are not © 


interested in any arrangement whereby any system of transportation says: “As 7 


a courtesy, we will obey a law to which we are not legally subject.” That is 


not the proper way to organize the transportation policy of Canada. We say q 
that all motor vehicle operations for hire should be dealt with by parliament — 
in the same way. That is all we are asking here. We have not asked that there 
be any interference whatever with the pickup and delivery operations of the a 
two railway companies in this area. We have never suggested it before and we _ 


do not suggest it now. 


Mr. Barnett: Mr. Chairman, I would like to deal with the earlier argument : 
in connection with the application of the Motor Vehicle Transport Act. I have — 
not got it before me and I freely confess that I have not looked at it since it 
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went through parliament in 1954. I must say that I fail to follow that we had 
anything more than an assertion that the provisions of the Motor Vehicle 


_ Transport Act in respect of interprovincial traffic would override the provisions 


of declaring something to be to the general advantage of Canada. In other 


- words, they would create two jurisdictions as this bill is drafted, one for 


traffic within the city of Ottawa and another for traffic travelling across the 
river to Hull. Now that assertion, if I heard it correctly, was made but, as far 


__as I am aware, no indication was given or argument made with reference to 
_ the terms of the Motor Vehicle Transport Act that it was intended to override 


the kind of jurisdiction which has been given to the railway companies, in the 
Railway Act and other places to operate works and undertakings to the general 
advantage of Canada. Now, I do not think an unsupported argument that we 
would create two jurisdictions is really adequate to the situation. 

Mr. MacEE: Our point is that the intra-provincial pickup and delivery 
operations of the railway companies are the ones which will be transferred 
from provincial to federal jurisdiction which would not be the normal con- 
stitutional state in the rest of the trucking industry. I think the quickest way 
we can sum up our whole position to the committee is to again quote the 


statement made in the House of Commons on June 17, 1955, by Mr. Marler 


the minister of transport at the time which is our position on this particular 
matter. We happen to agree with the explanation he gave to the house andl 


- would like to read this statement. It comes from page 4920 of Hansard of June 


17, 1955. Before the minister spoke, Mr. Drew had been speaking and Mr. 


Marler said this: 


Mr. Marurr: I think that is the fourth time the Leader of the 
Opposition has spoken of this bill as having an undisclosed purpose. 


This is Bill 351: 

All I can say is, and I say it for the fourth time following the 
example of the Leader of the Opposition, that there is no undisclosed 
purpose concerning clause 27 of the bill. I have said on four occasions— 
this will perhaps be the fifth—that the purpose of clause 27 is to enable 
the railway company itself, the parent company, and every railway 
company comprised in the national company, to exercise the power 
necessary to carry on delivery and pick-up services in the metropolitan 
centres, and to carry on bus or transport services in substitution for rail 
lines which are abandoned. 

There is no undisclosed purpose. I think I have made that point 
abundantly clear on each occasion on which I have spoken in connection 
with this bill. It is not sufficient merely to say that Canadian National 
Railways may exercise these powers through its subsidiaries. I explained, 
I think on second reading, that particularly in the case of rail line 
abandonments it was the wish of the national company itself that it be 
in a position to operate bus and transport services where it is necessary 
to abandon rail lines, and to be in a position in proceedings before the 
board of transport commissioners to give in the name of the national 
company an undertaking to operate such services in lieu of rail lines 
being abandoned. 

The second point is the concern which has been expressed by the 
Leader of the Opposition as to whether the Motor Vehicle Transport 
Act is going to be applicable to operations carried on by the national 
company or any other railway company forming part of the national 
company pursuant to clause 27 of the bill. It seems to me that the 
situation is perfectly clear. If the operations carried out are carried out 
wholly within the limits of a province, then it seems to me there is 
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no doubt that the operations would be a local work or . undertaking nen q 
under section 92 of the British North America Act, clause 10, falls within — 
the limit of the legislative power of the provinces. ) 

There is of course the exception contained in paragraph (a) of 
clause 10 of the section which speaks of interprovincial works, and — 
I shall come to that in a moment. Then there is also the exception con- — 
tained in paragraph (c), where works which are local and which are — 
declared to be for the general advantage of Canada would not fall within — 
the jurisdiction of the provinces but would be under the jurisdiction of — 
parliament. With respect to the exception in paragraph (c), I can only 4 
say that clause 18 of the bill makes it expressly and explicitly clear that ~ 
any operations carried out under clause 27 would not be for the general © 
advantage of Canada. It seems to me that it is abundantly clear that 4 
operations which are carried out wholly within a province therefore do © 
not fall under paragraph (c), and if they are wholly within the limits 
of a province they must necessarily fall within provincial jurisdiction ~ 
under section 92 of the British North America Act. ; 

There remain the interprovincial operations which may be carried a 
out by the C.N.R. under clause 27. I think it is perfectly clear that whe- ~ 
ther they be carried out by the C.N.R., by another railway company or — 
by a company entirely outside the provisions of the bill, if they are 4 
interprovincial operations they will be subject to the provisions of the a 
Motor Vehicle Transport Act. a 

Therefore the situation is this: Either the operation must be under — 
provincial jurisdiction because it is carried out wholly within the © 
province, or it must be interprovincial because it is carried out between ~ 
points in two different provinces, in which case it would be subject to 4 
the jurisdiction which the provinces now have under the terms of the 
Motor Vehicle Transport Act. In these circumstances, Mr. Speaker, the 4 
purpose of referring the bill to the committee of the whole in order to” q 
delete clause 27— ! 


This is what Mr. Drew wanted 


—obviously fails. We have at all times said that we wished the operations | D 
under clause 27 to be carried out subject to the rights of the provinces and — 
subject to their jurisdiction. It seems to me that we are effecting that | 
under clauses 18 and 27 of the bill, and that no conference could add 
further to the bill or make it clearer that the rights of the provinces are” 
being safeguarded in every respect. 4 
Mr. BARNETT: Well, Mr. Chairman, I listened as carefully as I could to the 
quotation from a speech made by Mr. Marler in a debate which, of course, asi 
we are so often told, does not mean that his interpretation of what the law 
meant was necessarily the right one. 
Mr. Macre: That is true, sir. He said that it was from a conference with - 
the officials of the Department of Justice and Mr. McMillan, the vice-president 
and general counsel of the Canadian National Railways, and that it was the | 
best summary of the situation. a 
Mr. BARNETT: However, the point I wanted to raise was that, in jisteniwam 
to the quotation, it did seem to me that Mr. Marler was dealing with a situation 
different from the one that we have before us in this bill. He was dealing with 
the question of the establishment by the Railways of substitute bus or truck 
services for railways and not with the matter of pickup and delivery services 
which are incidental to the operation of the railway at its terminals. 
I am wondering whether I am not right in saying, that Mr. Marler was” 
really dealing with a different order of consideration from the one we ha 2 
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before us in the bill. The parent company, and every railway company com- 
prised in the national company, was given the power necessary to carry on 
delivery and pick up services in metropolitan centres and to carry on bus 
services in substitution for rail lines which are abandoned. So, there were the 
two elements contained in clause 27: the purely pick up and delivery opera- 
tions in the municipal area and the type of truck or bus operations which 
would be put on where rail lines outside of the city would be abandoned. 
Mr. Chairman, I will not pursue the question any further, except to say 
that, having done some reading of statements made before the committee in 
_the other place, I have the impression that the railways do not altogether 
agree with the interpretation that has been given of the existing law. 


(Translation) 

The CHAIRMAN: Mr. Fisher. 

i Mr. MATTE: Forgive me, please. The carrier of the Canadian National who 
| is under contract to deliver goods and who works all day must have a delivery 
ot from the Transportation authority. The Canadian National who deliver 
goods on their own behalf should also be subject to the same law. Are they, 


_ Myr. Gazprx: I cannot say exactly what the Canadian National are doing. 
[ know that if the Canadian National are under provincial jurisdiction, they 


\ believe the same law applies today to all carriers, including the Canadian Na- 
| tional and the Canadian Pacific. 

_ Mr. Caron: In crossing over to Hull, even with the Bill in its present form 
without my suggested amendments, would the Canadian National or the 
| Canadian Pacific be obliged to have a provincial permit on the Hull side? 
| Mr. GazprK: I believe that such an operation without the amendment, 
‘that is the provincial operation, would come under the Motor Vehicle Trans- 
port Act and according to this law, they would have to obtain a permit from 
the Quebec Transportation Commission. Now, I am of the opinion that they 
{must obtain a permit from the Ontario authority at the interprovincial level 
lonly. In either case they must obtain a permit from the provincial author- 
ities. 

"a Mr. Caron: It has been established that the Hull side has simply been 
|forgotten. It has been totally overlooked in the Bill, inasmuch as they would 
Re obliged to obtain a special permit on the Quebec side; this they would not 


be obliged to do if they lived on the Ontario side. 


Mr. Fisuer: I would assume that Hull is considered in and about Ottawa. 
| Mr. Caron: I think, Hull is considered being, I would not dare say what 
it think, over here. 

"The Cuarrman: Mr. Fisher, any questions? 
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Mr. FisHER: Yes. I want to refer Mr. Gazdik to the etatemmens made by 
Mr. Spence before the Senate committee, on page 49, where he said: 4 
Now, as I said before, the two railways themselves have the power — 

to provide pick-up and delivery services and these other services to their — 
customers. That power is exercised under federal jurisdiction for the i 
general advantage of Canada. q 


I am not going any further with what it is, but obviously Mr. Macdoucatlae f 
contention was that with respect to the pickup and delivery, the trucking ~ 
association has not any quarrel with the right of the railways to provide that 
service. Their contention is that this is provided for under the general powers | 
to the general advantage of Canada and that they have this right now. 

One point bothers me and I have not really got it clear in my mind. I 
assume you have a rebuttal or a counter-argument to this point made by Mig 
Spence and I would like to have it. 

Mr. Gazp1ik: Mr. Chairman, I read this statement and I think that ‘a 
what we could say about it may be that it is right as far as it goes. But it 
does not go far enough and it does not clarify all the implications of the ques-_ 
tions. Perhaps some of these operations can be considered federal; I think that | 
all those which are interprovincial can be said to be federal, and in fact they 
are federal. I think Mr. Driedger has made a case, very properly. They are ~ 
federal; however, under the act, the federal parliament delegated its power to 
the provinces. 

Mr. Fisuer: But, Mr. Macdougall and Mr. Spence did not get into that 
at all. q 

Mr. Gazpix: I am afraid not, but that is the point I tried to clarify todayl 
I think that the statement may be right as far as it goes, but it cerainly does 
not go far enough. 

Mr. FisHer: Yes. It seems to me, Mr. Chairman, what we have to do is to 
have Mr. Spence and Mr. Macdougall before us to answer some questions. 


The CHAIRMAN: Have you any questions? i 

Mr. Macponatp: Before the witness leaves, just one brief question. I think 
your position is that you have no objection at all to the new company being 
given complete corporate power to run a pickup and delivery business. I guess 
your real contention is that if it has this corporate power it should be under 
provincial— 

Mr. Gazprx: That is perfectly correct, sir. 


The CHAIRMAN: Now, I am going to call on Mr. Macdougall and Mr. Spencal 
Mr. Macdougall is from the C.N.R. and Mr. Spence from the C.P.R. Well, gentle- 
men, we will start with Mr Macdougall and after, of course, Mr. Spence who is 
with the C.P.R. and who wants to make his own statement to the committee. — 


Mr. MacpouGALL: Gentlemen, I do not propose to make a detailed argu-_ 
ment similar to that which was made before the Senate committee. I think 
that arguments stands on the record by itself, but I would like to deal with 
this main point which has been raised by Mr. Gazdik with respect to the 
pickup and delivery power. I think it is important that we make the distinction 
between pickup and delivery services and over the road highway services. ; 

As I listened, to Mr. Gazdik, I thought that there might be some confusion Y 
as to the import of the legislation unless one keeps these two clearly in mind. 
In the first place, the bill before you—and that is the matter which you have 
to deal with—does not make any attempt to give the Ottawa Terminal Railway 
Company any powers that I would call over the road highway service powersil 
There is no suggestion that it wants powers to operate in that fashion. The only 
power that it asks for in 10 (sg) is the power to operate pick and delivery 
services. Now, my proposition is that Canadian National Railways—Mr. Spence 
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is will speak for the Canadian Pacific Railways—and Gana’ Pacific also today 
both operate pickup and delivery services in all the major cities in Canada, 


and the operation of those services is performed under powers which both 


companies obtain as highway powers ancillary to their normal corporate rail- 
way powers under which they operate. This is reinforced by the provisions of 
the Railway Act. The definition section, section 2, subsection 9 of the act speaks 
- specifically of express, which is one of the services performed by railways and 
it speaks there of collecting express and delivery tolls. Also subsection 32 refers 


to tolls and rates for freight. There again you see the references to delivery of 


goods, transporting, handling, caring for them, and so on. 


So, the first point is that you must, I suggest, make a distinction between 
pickup and delivery highway services and over the road highway services. Put 


over the road services aside and think only of the pickup and delivery. 


In the establishment of this company, our endeavour has been, in the draft- 


| ing of this act—and I think it does accomplish this—to give this new company 


the power to do pickup and delivery service in and about the city of Ottawa, 
in the Ottawa area. I suggest to you that this power is no more and no less 


than the power presently used by both Canadian National and Canadian Pacific 
_ Railways to do pickup and delivery service in and about the city of Ottawa 
today. I think you have heard this evidence, and if you have not, it is a fact 


that the pickup and delivery services performed by the railways here in Ottawa 


today are done by Canadian National Railways for their own traffic and by 
Canadian Pacific Railways for their own traffic. Our intention is, when this ter- 
minal company is activated, that for the moment, at least, we will continue to 
‘pickup and deliver by Canadian National and Canadian Pacific Railways, the 
“same as we are doing today. But, we considered it prudent and reasonable that, 
in the formation of this new company, looking ahead into the future, it should 
have the same powers as the Canadian National and the Canadian Pacific 
Railways, namely, to pickup and deliver traffic in the Ottawa area. The legis- 


lation, I submit to you, will do that; it will give this company the same power 


as the Canadian National and Canadian Pacific Railways have. 


Now, my authority for the suggestion that Canadian National Railways 


performs its pickup and delivery powers under its general ancillary powers, 
‘and under the general powers of the Railway Act, has been confirmed in a 


number of instances. In the first place, this general proposition has been con- 


firmed by the courts in a number of cases. The one which I referred the Senate 
to was an Alberta case, Grand Trunk Railway vs—James and it followed a 
“number of English cases which made it clear that one of the ancillary powers 
/ of railway companies is to pick up and deliver, not generally, but their own 
traffic. They go out and seek traffic and they have the right, according to the 
interpretation placed upon their powers by the courts, to go to someone ’s home 
or his place of business with a dray or with a truck—they have been doing this 
_for a hundred years or more—to pick up that traffic and bring it to the station, 
put it aboard the train, and take it to its destination. And, when the traffic, or 


it might be a passenger, arrives at its destination, to see that traffic is delivered 


to its final destination, which might be a warehouse or it might be a man’s 
| place of business. 


So, my first point is that Canadian National does have this ancillary power 


and that it has exercised its pickup and delivery services in Canada under that 


power. It does not hold any licence from any provincial body to do pickup and 


| delivery services; it has never applied to the Ontario board or the Quebec board 
, or any other board to get a pickup and delivery licence; it does not hold any 
| such licence, and it performs these services and has done so for many many 


years under this general power. 
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Actually, in Quebec, in 1941, the Quebec Public Service Coimmissiin re~ 
quested both Canadian Pacific and Canadian National Railways to show cause 
why they should not be licensed to do pickup and delivery service. The case | 
was heard before them at a public hearing, and this argument, based upon this. 
James case and the other cases which give the ancillary powers, was put before 
the Public Service Commission and they issued their judgment or finding that — 
they did not have the power to regulate pickup and delivery of the railway 
companies because these powers were inherent in their general railway powers. s 
They were federally incorporated and, therefore, they did not come within 
provincial jurisdiction. 4 

Therefore, my proposition is that Cai dian National—and Mr. Spence will A 
speak for Canadian Pacific—does perform these services today, in Ottawa and | 
elsewhere, in accordance with that power. It is quite true, as Mr. Gazdik said, 7 
that the provinces do regulate pickup and delivery services but of the truckers, | 
not of the railways. I imagine that there are pickup and delivery services that 
are performed in Ontario and in Quebec which are licensed by those boar ds but 
they do not license the railway pickup and delivery services simply because, 
as I say, this is regarded as an inherent part of federal railways operations. : 
The railways have the right to pick up and deliver its own traffic. 4 

Actually, you can imagine, gentlemen, if there was a hearing before a 
Quebee or Ontario board at which the railway company was required to 
apply for a licence, it would be most objectionable, I would suggest, that any 
trucker should come in and suggest that they should not be given that licence, 
If they were permitted to say that they would then be saying that—despite 
the fact that the railway goes out and obtains traffic, and despite the fact the t 
it has obtained, against its competitor the truck, traffic to take on the railway— ; 
the board should deny the railway the right to go to the man’s place of 
business and get the traffic and bring it in by its own vehicles or by its con- 
tractor and take it on the railway. The trucker would be saying: Do not let 
the railways gather in their own traffic, do not give them a franchise to aq 
that; we have truck services, let us go and do the pickup and delivery. B 
the truth of the matter is that, in the competitive world we live in today, the ! 
railway operator does not want the trucker to go and pick up his traffic for 4 
him unless be decides, in a matter of economics and in the matter of th 
general operation in the area, a better operation can be made to serve the 
public by hiring the trucker as its agent to go and pick up the goods and 
bring it to the railway station. a 

So, to suggest that a trucker should have a right to complain that a rai. 4 
way has not got the right to go and pick up its own traffic and handle it itself, 
from and to a point where it gets it to the point where it actually delivers 
I submit is wrong. I submit that is the basis under which this power 
always been considered to rest with railway companies. Now, that has noth 
to do with over the road trucking, and I have not been talking about over the 
road trucking. When we come ito that, an entirely different situation appears. 
The problems which arose at that time from section 27 of the Canadian Na= 
tional Act, about which Mr. Gazdik spoke, were due to the fact that the 
railways were getting into a position where they were coming before boards 
and asking for permission to abandon a railway line, and the board was saying 
“Well, what is going to replace this; are you going to provide a highway service 
to replace it?” The railways had ne say: “We have no power to do that; we 
cannot give any assurance that we will.” a 

Again, there has occurred in the competitive field the problem efit co- 
ordinating rail and truck in some areas. Here again, the railway company | did 
not have the power to do this. If you look at section 27 carefully you will seé 
that it is not an attempt to spell out every power of Canadian National’s ability 
to operate a truck on a highway. It gives a specific power to obtain, lease or 
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pay in any other way, trucks and vehicles to perform services in conjunction 
with or in substitution for rail services. These were specifically to deal with 
_ the problems of the day that were occuring at that time. 

; The substitution of highway services for abandoned lines, where we were 
- doing that, was to enable the railway company to put on a truck service that 


the sum and substance of what was being dealt with, and that is the purpose of 
section 27. . 

‘h I think it was quite proper, following the discussions that took place, for 
a the exceptions from the declaration of “the general advantage of Canada” to 
_ have been given because Canadian Pacific has no powers, as I understand the 
situation, to operate trucks over the road. Any trucking they do over the 
' highways is done by subsidiaries who have such power. Canadian National, 


_ over the road in conjunction with or in substitution for a railway service, does 
not have any general highway powers to put on highway services over the 
road; and it performs such services by means of subsidiary companies which 
have that power. So, you have this situation of the difference between over 
the road services and the pickup and delivery. Again, I say the company 
referred to by Mr. Gazdik, the Grand Falls Railway Company in Newfound- 
_ land, is a perfect example of the principle—and I think it is a correct principle 
a —of having a company incorporated to take over the rail operations of the 
Be. Anglo-Newfoundland Development Company in Newfoundland. 

In the act, corporations were given specific highway powers which could 


. foundland. So, quite naturally, when they were dealing with that bill they 
_ excepted those from the declaration of “the general advantage of Canada”, 
- because they were not talking of pickup and delivery services, they were 


| talking about general over the road trucking in competition with the trucking ~— 


industry. | 

In this connection we have taken the position, I think, in our company 
_ that we are not anxious to compete unfairly with the trucker. We are quite 
| prepared, as Mr. Gazdik pointed out, to “attorn to the jurisdiction of the 
- Quebec board or any of the other provincial boards, to accept the licensing 
e laws, the loading laws, and all these various other things. So we do not attempt 
- to put ourselves in a position of some advantage over the trucker. We are 
| prepared to meet him on even ground, and we do meet him on even ground; 
- but he isa hard competitor, and we respect that; and we compete with him in 
_ the same manner. 

i. Our pickup and delivery services, in my view, are services which we per- 
- form and have performed from the dawn of the railway industry as ancillary 
to our railway power to pick up and deliver traffic. 

iL We are not asking for an exception for this Ottawa. Terminal Railway 
' Company, nor are we asking for some different treatment. We are asking 
| that it get exactly the same powers as Canadian National and Canadian Pacific 
- —powers for pickup and delivery. Some suggestion was made that, by doing 
_ this, there is going to be duplication of control. | suggest to you that exactly 
_ the opposite will occur. If you do what Mr. Gazdik suggests, you will get duph- 


_ will not have that anomalous situation. 

ty. Let me just explain my point. Canadian National today comes under 
' federal control for its pickup and delivery services. It is not performing pickup 
' and delivery services under a provincial licence. The provincial boards have 
_ even refused to consider that they have power to issue licences for pickup and 
_ delivery. These services are performed under federal control. 
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i would take traffic perhaps 30, 40 or 50 miles into some railway station to give — 
_ a service in conjunction with the railway service. I suggest to you that that is 


except for the limited power given by section 27 to perform a highway service 


enable them to perform highway services over the road anywhere in New-. 7 


’ cation of control. If you act according to this bill as it is presently written you — 
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“What is the federal control? It is the control of parliament and the con- — 
trol of this committee. It is true there is no administrative board set up to con- a 
trol the pickup and delivery by Canadian National and Canadian Pacific, but the — 
control that exists, I suggest, is the control of parliament. If the Ottawa Ter- — 
minal Railway Company’s bill is passed as it is drafted, the same control will Be: 
be available with respect to any pickup and delivery operations which it may — 
perform: namely, federal control and the control of parliament. / 

If you were to accept the proposition made by the truckers, you would — 
have the pickup and delivery operations of the Ottawa Terminal Railway — 4 
Company excepted from federal control, but you would give control to the ~ 
provincial bodies—who disclaim that they have any right to exercise the en- — 
franchisement of pickup and delivery services by a federally-incorporated 
company. If they were to take the power to give licences to the Ottawa Termi- a 
nal Railway Company for pickup and delivery, you would have the railway 
powers generally under federal control and you would have this truck power 
under provincial control. 

I leave it to Mr. Spence to tell you of the possibilities that exist in that 
type of a situation. The difficulties would be not so much for the railways as % 
for the shipping public. % 

So I come back to my point that you presently have both major railways, ~ 
Canadian National and Canadian Pacific, under federal control for their rail- 7 
way services and for the ancillary services they perform by pickup and de- © 
livery. We ask for exactly the same situation for the Ottawa Terminal Rail- ~ 
way Company—federal control of its rail operations and of its tue and de- "@ 
livery—so that the three would be exactly the same. a 

Mr. FisHER: What is federal control? It seems to me, Mr. Macdougall, that © 
you may have federal jurisdiction: but what is federal Sent It seems to me 4 
there must be an agency or a department that is responsible for pickup and "4 
delivery? What is it? 

Mr. MacpouGaLu: What is control? That is a matter of semantics. That 
there is no agency like the provincial highway carrier board I am quite ready q 
to admit; this is just the fact. The control would be the control of parliament, q 
as an act of legislation dealing with this company. As far as Canadian National a 
is concerned, I think we have a considerable amount of control of our opera- 
tions, part of which would be with respect to the Ottawa Terminal Railway © 
Company as a part-owner. 

Mr. BARNETT: Does the board of transport commissioners enter into the 
picture in this connection in any way? 

Mr. MACDOUGALL: Yes, they enter into the picture in a way. For instance 
they are concerned with our express services for which we have pickup and 
delivery limits, but we operate in various municipalities. We also have freight ~ 
pickup and delivery limits. Our tariffs, which include pickup and delivery where ~ 
pickup and delivery is performed, are filed with the board of transport commis- : 
sioners. This is shown in our tariffs and is revealed there. These are filed subject ‘ 
to all rights of the board of transport commissioners to suspend them or to ~ i 
deal with them in accordance with the law. Applications are made to the 
board of transport commissioners to extend the pickup and delivery limits 
in some cases. These have occurred. So, with respect to pickup and delivery i 
there is a connection with the board of transport commissioners. It is not a 
large matter; I do not know of many cases that have ever arisen, but, neverthe- q 
less, it is all covered in the rates, and the rates are filed. . 

Mr. CARON: You said a while ago that as a result of the new act, you would | 
have no more and no less power in the city of Ottawa than you now have. 


Mr. MACDOUGALL: Yes. 
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Mr. Caron: Then would you be ready to accept an amendment such as 
4 _ that which Mr. Gazdik suggested a while ago? 


Mr. MacpouGauu: No. because I do not think his amendment accomplishes 
that. I think his amendment, as I said a moment ago Mr. Caron, would create 
confusion because you would have some possibility that pickup and delivery 
; operations of this company would be under a provincial board, if that board 
decided to take over that jurisdiction, but such has not been the case for 
Canadian National or Canadian Pacific to date. 
_ Mr. Caron: Did they create confusion in 1955 when they passed section 27? 
"They changed it, and everybody seemed to be satisfied at the time. 
Mr. MacpoucaLL: I think if you would read the whole of the explanations 
! of section 27, you would find they were not really thinking of pickup and 
‘delivery services there at that time. They are mentioned in Hansard, but if 
you read the whole story of section 27 and the whole of the Canadian National 
bill at that time, you will see that they were dealing with the problem, as 
I explained earlier, of the inability of the railway company to make any 
_ kind of guarantee that it would give a service in substitution for any rail 
services that were abandoned. This was one subject which prompted the in- 
clusion of this power at that time. 
| Another discussion that was active at that time was on the matter of 
| having highway services in conjunction with railway services, so that you 
could have traffic going partly by highway and partly by railway, with the 
| railway companies performing the highway service, and they had no powers 
| to do this. Section 27, in my judgment, was established to empower them to 
| perform such services. If you will read it carefully you will see that is as 
| far as it goes. 
Mr. Caron: Have Canadian Pacific and Canadian National not bought 
some trucking companies in the past two years? 
Mr. MACDOUGALL: Yes. 
Mr. Caron: So you are in complete competition with the trucking industry 
| in this matter? 
Mr. MacpouGauu: Mr. Caron, this is what I was saying earlier. There is 
a distinction between pickup and delivery and the over-the-road services. 


| Those trucking companies do not do pick-up and delivery. They are over-the- 
road services companies. 


Mr. Caron: But they do some pickup service. 
Mr. MacpoucGALL: It may be that they might act, as any carrier could act, 
as an agent of both railway companies to do their pickup and delivery. If 
they were to decide that they would rather a contract carrier do it, than doing 
it themselves, it could be that we might contract with a subsidiary rather 
‘than with XYZ trucking company. But those trucking companies are basically 
-over-the-road truckers. 
" Mr. Caron: And they are licensed by the provinces? 
‘ Mr. MacpouGaLL: Indeed, and they come under provincial jurisdiction. 
‘We have no quarrel with that at all. 
Mr. Caron: And the pickup service you operate at the present time has 
never been controlled by the provinces since the railways existed? 
Mr. MacpouGALL: I know of no such cases since the railway existed. 
The CHAIRMAN: Mr. Peters. 
Mr. Peters: Mr. Macdougall, is this the reason why a Canadian National 
) and Canadian Pacific express truck can park or double park on main streets 
where other trucks cannot? 
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Mr. MacbouGat.: I do not know of that situation. Set Ok ea 
Mr. Peters: I can tell you that in a great number of ule ) Cabadinil 
National and Canadian Pacific violently abuse the traffic regulations of muni- 
cipalities. I have often wondered why no recourse was taken against then if 
This “general good of weawesaiianiay would really exempt them from any TespOnsas ) 
bility? | 
Mr. MacpouGa.u: No, I cannot agree with that Mr. Peters. q 
The CHAIRMAN: I do not think they are the only ones. q 
Mr. PETERS: Timmins is an excellent example. They always double park 
on the main street. There is an alley behind all the main business places, but 
they never drive down there. They always park on the main street and they 
double park. I know because we tried to lay charges against them. You cannot 
lay charges against them. y 
The CHAIRMAN: Mr. Fisher. q 
Mr. Peters: I am curious if this is what Mr. Macdougall means by not 
being under federal licence. I do not know that the trucks carry a provincia 1 
licence plate. 4 
Mr. MacpouGALu: I was talking only of the franchise to carry good 
between certain points. y 
Mr. PETERS: You said that they did not come under provincial regulatio 1S. 14 
Mr. MacpouGALu: I said they do not come under the regulations of the 
provincial motor carrier board which gives licences to operate on certain rou 
or in certain areas. I was not thinking about the licences on the trucks or th 
regulations dealing with weight or dealing with safety or things of that kind. 
Mr. Peters: How would they come under municipal regulations if not 
voluntarily? Trains do not stop at railway crossings because of the Railway Act. 1 
They always have the right of way. a 
Mr. MacpouGAa.Li: The trains? 7 
Mr. Petrers: Yes, because of the Railway Act. Does this act give the carriers 
similar rights? a 
Mr. MacpouGAuLu: No, I do not think so. 
Mr. PETERS: Does it give them similar licence? 
Mr. MacpouGAL.: No, I do not think so. 
Mr. PETERS: Do you say that it does not? — 
Mr. MAcDOUGALL: I am a little confused by this line of questioning. 
Mr. Peters: I am trying to get clear in my own mind, just what the regula 
tions are that: would change if you changed the licensing effect. a 
Mr. MAcDOUGALL: Let me put it this way, Mr. Peters. I do not think we haa re 
anywhere ever taken the position that, because we are a federal railway we 
are not subject to traffic laws, that we do not have to stop at stop signs or o 
the safety regulations and things of that kind. We have not even inqui 
whether or not the law would allow us to flout these rules of society. We h 
always obeyed them and we have not even looked to see whether or not 
legally we might go against them. Our policy is not to go against them, Our 
policy is to comply with all those things. This is natural and sensible. ue) 
Mr. Peters: Is it your contention then the licensing you are talking abt 
is only the licensing that would grant you a franchise for a specific type 
pickup? This pickup is granted, in your opinion, by the Railway Act and ‘ 1s 
is the licensing you are talking about? 4 
Mr. MacpdoucGauu: If the ordinary trucker, Mr. Peters, wants to ) perform a 
pickup and delivery service in the City of Ottawa, subject to the exceptio: 
the act which Mr, Gazdik mentioned—namely, that you do not have to 
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iy “to go to the Oniers Gata and seek a liven to do pickup ia delivery. Our 
_ position is that we do not have to do that. 
a The CHAIRMAN: Mr. Fisher. 
4 Mr. FisHer: I am trying to put your argument as simply as I see it, Mr. 
: Macdougall. 

In effect, clause 10(g) gives you the authority to operate a pickup and 


Pine T 


a 
_ 

_ clear of having to meet some kind of provincial requirements insofar as 
i licensing is concerned. 

Mr. Macpoucauu: I do not think I put it that way, Mr. Fisher. It is not 
a question of keeping us clear of it, because in the first place, as I explained, 
the provincial authorities have declined to exercise any control over the pickup 
_ and delivery services performed by federal railway companies. 

tt Mr. FisHer: If this is the case what is the advantage of keeping clause 19 
e as it is rather than accepting the amendment that has been proposed which will 
iy write in the fact that 10(g) is exempted from this “general ae of 
) Canada’’? 

bit Mr. MacpouGatt: Well, I think the principal advantage is that if we are 
he. right—and I say we are right—that the federal railways operate their present 
| pickup and delivery services under federal control and not under provincial 
~ eontrol, we wish this company to be in no less a position than that. 


ve 
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and the Canadian Pacific Railway. If, for instance, this amendment were passed 
leaving aside the question whether the provincial authorities would assume 
_ the jurisdiction or not, that would mean that the federal power had no juris- 
i diction. 
pe I would suggest the next step would be that the trucking industry, who 
ao are the competitors, would be endeavouring to change the situation with respect 
br to both Canadian National’s and Canadian Pacific’s inherent right to do pickup 
- and delivery. 
P Mr. FISHER: So, is this case, the fact that the pickup and delivery service 
is declared to be to the general advantage of Canada would keep you from 
getting involved in that kind of a contest. 
ie Mr. Macpouca.u: I think so. Here are the facts of the situation as it is. 
It would not change the current situation. It would not make the situation any 
different. It would not increase it or decrease it. It would leave the situation 
as it is. 
. Mr. Fisuer: In the Senate Committee Mr. Spence tad section 17 
_ of the Canadian National Pacific Act. I am somewhat perturbed by this as this 
- act is due to be wiped out, as I understand it, by the proposals that are before 
- parliament. I want to ask Mr. Spence the reason why he brought this in at the 
_ present time. 
i Mr. SPENCE: Well, Mr. Fisher the purpose of my remark there was to 
- indicate that parliament itself had contemplated at that time that the railways 
would engage in trucking operations as well as rail operations. It was not a 
completely foreign question to parliament. 
Mr. FIsHER: That, it seems to me, blurs the distinction that Mr. Macdougall 

has given us between over the road services and pickup and delivery services. 

aI mean I can follow his argument much more clearly than I can yours. 


* delivery service. But it must be reinforced by clause 19 in order to keep you 


Vi We wish them to be in the same position as Canadian National Railways 


We a 
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Mr. SPENCE: Well, mine was primarily based really on Section 315 of a 
the Railway Act, which I quoted at that time and I pointed to subsection 1(e), q 
which provides that the company shall, according to its powers: q 


furnish such other service incidental to transportation as is customary — 
or usual in connection with the business of a railway company, as may be e 
ordered by the board. 


Really, all the railways are talking about here, and all we maintain clause — 
10(g) speaks of is other service incidental to transportation, as is customary — 
and usual in connection with the business of a railway company. All we want to © i 
do is to perform railway business. 4 
Everyone knows that the railway train cannot be drawn up to the door © 

of every shipper. We have to pick up the shipper’s goods and take them to © 
the terminal and ship them off by rail. At the other end we have to take them © 
off the train and deliver them to the consignee’s door. That is all primarily © 
and basically railway service. That is all we are asking for here. We are merely © 
asking for leave to perform our railway service. It will be the Terminal Railway ~ 
Company itself. This is the sort of thing we do ourselves. The parent companies ~ 
do it now. As Mr. Macdougall said, the Canadian Pacific has no power to operate 4 
trucks over the highways. The Canadian Pacific Railway Company itself, when it 7 
wants to go in for trucking operations on highways acquires a trucking company ~ 
that is under provincial jurisdiction and has all the proper licences and power. 
But we do have a duty under the Railway Act to furnish service to our rail 97 
shippers by picking up their goods and delivering them at their door, and that © 
service is incidental to transportation. That is all we are discussing here. That a 
should obviously be under federal jurisdiction. i 
I do not mean that we want to be able to send trucks out without licence ~ 
plates on them to deliver these goods. As they go out on the roads, even though — 
they are under federal jurisdiction, they have to comply with local regula- ~ 
tions and traffic laws. No one would ever question that. The thing that I am ~ 
concerned about—I think a mountain has been made out of a molehill—is that 
small incidental railway operations would be put in a position which does © 
not exist anywhere else in Canada. . 
Consider the extraordinary legal consequences and problems which would q 
arise if this pickup and delivery service were put under provincial jurisdiction. — 
For example, suppose a garage operator in Eastview wanted to order some Bi 
parts from Windsor, Ontario. Presumably, we have a rate on file with the ~ 
board of transport commissioners which includes charges for pickup in Windsor ~ 
and delivery in Ottawa. Our truck in Windsor would take the automobile parts — 
from the shipper’s door to the freight shed. It would be loaded on our train, ‘§ 
come to Ottawa and, under the proposal now advanced by the trucking associa- j 
tion, the federal jurisdiction would cease at the Ottawa terminal, and that 
part from the terminal to the door of the garage operator in Eastview would — 
be under provincial jurisdiction. Now, that being so, could the shipper or 
consignee challenge the rate that was being charged? That rate is on file with | 
the board of transport commissioners for the whole distance from door to door. a 
Or, on the other hand could the railway add another $5 for delivery because © 
it might say that we are not obliged to follow the rate which is filed with the 
board of transport commissioners for that part of the movement? Or, suppose — 
it was being sent over to Hull. Could we have the Ontario board saying the 
rate for that delivery shall be $5 and the Quebec board saying the rate for 
that delivery shall be $2.50. There would be endless complications of that | 
kind which should be completely unnecessary. 
Now, also, this shipment would have been made under a bill of lading, and 

the bill of lading sets out the terms and conditions of liability under whi 
the railway must operate, liability for loss and damage. Those terms and con- 
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ditions are approved by the board of transport commissioners and we must abide 


_ by those terms and conditions. They have to be applied to every shipment. But 


if the goods were lost or damaged between the Ottawa terminal and the con- 
signee’s door, could we say that those terms and conditions do not apply for 
that part of the movement because this is under provincial jurisdiction and 
we are going to apply other limitations of liability? I think it would create such 
an extraordinary series of legal questions with no advantage to anybody except 


‘perhaps the lawyers who would have to take the cases to the supreme court 


to get them straightened out. 


(Translation) 


Mr. Caron: Mr. Chairman, may we adjourn? I have important business 


a to attend to and it is past five thirty. 


(Text) 


Mr. FisHer: I am still confused by the arguments that were put forward. 
I would like to have the Minister of Transport or his counsel offer us comments 
on the arguments put forward not so much by Mr. Macdougall and Mr. Spence 
because I can accept their logic you might say in historical terms. It ties in with 
what I know, but I am not so sure that I would be fair to the argument put 
forward by the Canadian Trucking Association which seems to be sort of less 
in terms of tradition and practice and more in terms of constitution or con- 
stitutionality. Therefore, I would like to hear from the minister’s counsel as 
to the department’s views on the argument and at that time, I think we might 
permit a comment by the Canadian Trucking Association and then put the 
matter to a vote to find out whether we approve. At the present time I am 
satisfied with the evidence which has been given us by counsel for the two 


Py. railways. 


The CHAIRMAN: Gentlemen, we will adjourn until Tuesday next and I 


_ will be in touch with the minister, as suggested. I think it is a very good idea. 
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ORDERS OF REFERENCE . oie: 


TUESDAY, November 10, 1964. 


Ordered,—That the following Bills be referred to the Standing Committee 
Railways, Canals and Telegraph Lines: 


Bill S-33, An Act to incorporate the Ottawa Terminal Railway. He 
Bill S-7, An Act to amend the Canada Shipping Act. ie 
Attest. : hie 


WEDNESDAY, December 9, 1964. 


_ Ordered,—That the names of Messrs. Leduc and Cyr be substituted for those iis x 
of Messrs. Laniel and Lessard (Saint-Henri) on the Standing Committee on ei 
Railways, Canals and Telegraph Lines. 


Attest. oe 


WEDNESDAY, February 17, 1965. 


; Ordered,—That the names of Messrs. Foy, McNulty, Lloyd, Berger, Addison, 
Laniel, Lessard (Saint-Henri), Macaluso, Rideout (Mrs.) and Winch be sub- 


‘Canals and Telegraph Lines. 
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REPORT TO THE HOUSE 


WEDNESDAY, February 24, 1965. 


The Standing Committee on Railways, Canals and Telegraph Lines has — 
the honour to present the following as its 4 


SIxTH REPORT 


The Committee has considered Bill S-7, An Act to amend the Canada 
Shipping Act, and has agreed to report it with the following amendments: , 


1. New clauses 


Immediately after clause 1, after line 22, page 2 of the Bill, insert the 
following new clauses: .) 
“2 Section 87 of the said Act is repealed and the following substi- — 

tuted therefor: 3 
“87. (1) If a person uses the National Flag of Canada and 
assumes the Canadian national character on board a ship owned in 
whole or in part by any persons not qualified to own a Canadiana ’ 
ship, for the purpose of making the ship appear to be a Canadian — q | 
ship, the ship is subject to forfeiture under this Act, unless the 
assumption has been made for the purpose of escaping capture by j 
an enemy or by a foreign ship of war in the exercise of some bellig- — 


erent right. | q 


(2) In any proceeding for enforcing any such forfeiture the 
burden of proving a title to use the National Flag of Canada and : 
assume the Canadian national MEAG To shall lie upon the person 
using and assuming the same.’ y 


3. Section 89 of the said Act is repealed and the following substi- : 
tuted therefor: g 
“89. If an unqualified person acquires as owner, otherwise than. . 
by such transmission as hereinbefore provided for, any interest either s 
legal or beneficial, in a ship using the National Flag of Canada and 
assuming the Canadian national character, that interest is subject hy 

to forfeiture under this Act.” a 


4. Subsections (1) and (2) of section 91 of the said Act are repealed ’ 
and the following substituted therefor: 4 
“91. (1) The National Flag of Canada is hereby declared to be | 

the proper national colours for all Canadian ships and all ships i 
and boats that would be registered in Canada if they were required — 

to be registered at all, belonging to any British subject resident ing 
Canada, except in the case of any ship or boat for the time being 
allowed to wear any other national colours in pursuance of a warrant 
from Her Majesty or under regulations which may be made by the | 
Governor in Council. 4 

(2) Where a ship or boat described in subsection (1) flies a 

(a) any distinctive national colours other than the National Flag on 
Canada; or a 
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(6) the colours or pendant usually carried by Her Majesty’s ships 
or any colours or pendant resembling the colours or pendant 
of Her Majesty, without a warrant from Her Majesty or 
pursuant to regulations made by the Governor in Council, 

the master of that ship or boat, or the owner thereof if he is on 

board, is guilty of an offence and liable on summary conviction to 

a fine not exceeding five hundred dollars or to imprisonment for a 


term not exceeding six months or to both such fine and imprison- 
ment,” 


2. On clauses 2 to 37 inclusive: 
To be renumbered as clauses 5 to 40 inclusive, respectively. 
3. On clause 7 (renumbered as clause 10): 


| Subsection (1b) of section 391 of the Act, lines 30 to 38 on page 5 of the 
Bill, is deleted and the following substituted therefor: 


“(1b) Subject to sections 480 to 482, every Canadian dtoamenin that 
is not a ship described in subsection (1) or (la) shall have its hull, 
machinery and equipment inspected by a steamship inspector in ac- 
cordance with the regulations before the ship is first put into service 
and at least once in each year thereafter or, if classification surveys are 
made, in such longer period, and subject to such conditions as may be 
Be: prescribed by the regulations.’ 


4. On clause 16 (renumbered as clause 19): 

Paragraph (d) of section 402 of the Act, lines 29 to 43 on page 10 of the 

_ Bill, is deleted and the following substituted therefor: 
“(d) if the ship is a cargo ship other than a nuclear ship and there 

| has not been produced a certificate mentioned in paragraph (a) 

| (i) a valid Cargo Ship Safety Construction Certificate and a valid Cargo 

| Ship Safety Equipment Certificate, where the gross tonnage of the 
ship is five hundred tons or more, and 

(ii) a valid Cargo Ship Safety Radiotelegraphy Certificate, where the 
gross tonnage of the ship is sixteen hundred tons or more, or a valid 
Cargo Ship Safety Radiotelegraphy Certificate or a valid Cargo 
Ship Safety Radiotelegraphy Certificate where the gross tonnage of 
the Ship is less than sixteen hundred tons, 

and any valid Exemption Certificate that has been issued in respect of 

the ship.” 


5. On clause 37 (renumbered as clause 40): 
| Lines 36 to 44 on page 19 of the Bill are deleted and the following substituted 
therefor: 
: “40. (1) Section 1, sections 9 to 30 and section 39 of this Act shall 
come into force with respect to Canadian ships, and with respect to ships 
registered in any other country on a day or days to be fixed by procla- 
mation of the Governor in Council. 

(2) Section 6 and section 38 of this Act shall come into force on a 
day or days to be fixed by proclamation of the Governor in Council.” 


A copy of the Minutes of Proceedings and Evidence relating to the said 
| Bill (Issue No. 10) is appended. 
Respectfully submitted, 
JEAN T. RICHARD, 
Chairman. 
(Presented on February 24, 1965) 
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MINUTES OF PROCEEDINGS 


TuHurspay, February 18, 1965 
(21) 
The Standing Committee on Railways, Canals and Telegraph Lines ‘met. 
“a this day at 10.15 o’clock a.m. The Chairman, Mr. J. T. Richard, presided. 
‘ Members present: Mrs. Rideout and Messrs. Balcer, Barnett, Cameron 
_ (Nanaimo-Cowichan-The Islands), Cooper, Cowan, Crossman, Crouse, Foy, 
_ Greene, Hahn, Laniel, Leblanc, Lloyd, Macaluso, Marcoux, McNulty, Millar, 
_ Pascoe, Regan, Richard, Rock, Southam, Winch (24). ; 
In attendance: The Honourable John Whitney Pickersgill, Minister of 
Transport; and from the Department of Transport: Messrs. J. R. Baldwin, 
Deputy Minister of Transport; Alan Cumyn, Director, Marine Regulations 
Branch; R. R. MacGillivray, Assistant Counsel, Law Branch; F. S. Slocombe, 
Chief, Nautical and Pilotage; J. H. W. Cavey, Chief, Harbours and Property 
_ Branch; G. G. M. Guthrie, Supervisor, Registry of Shipping; E. J. Jones, Steam- | 
My ship Inspection Service; A. G. E. Argue, Radio Regulations Division; C. D. 
be Kenny, Radio Regulations Division. 
In his opening remarks, the Chairman informed the Committee that auth- 
_ orization was needed to obtain copies of the Canada Shipping Act. 
MY Thereupon Mr. Regan, seconded by Mr. Rock, moved,— 
@ That the Clerk be authorized to obtain for the use of the Committee, 65 
_ copies in English and 22 copies in French of the Canada Shipping Act. 
3 Mr. Cowan inquired about the discussion of Bill S-33, ‘‘An Act to incor- 
_ porate the Ottawa Terminal Railway Company”, already before the Committee. 
Thereupon the Chairman called Clause 1 of Bill S-7, “An Act to amend 
' the Canada Shipping Act’, and informed the Committee that the Minister of 
_ Transport and other witnesses would be heard. He introduced the Minister of 
Transport and his officials. : 
The Honourable Mr. Pickersgill tabled an amendment to Bill S-7 in con- 
nection with the National Flag of Canada. 
i On the suggestion of the Honourable Minister of Transport, the Committee 
| agreed to meet at 9.30 o’clock a.m. on Friday, February 19, 1965. 
\ Mr. Baldwin, Deputy Minister of Transport, explained the substance of 
_ Bill S-7, and he tabled the following amendments 


f On Clause 7 
That Bill S-7, an Act to amend the Canada Shipping Act, be amended 
by striking out subsection (1b) of section 391 in Clause 7 (re- -numbered 
as Clause 10), lines 30 to 38 on page 5 thereof and by substituting there- 
for the following: 
Inspection of Canadian steamships not Safety Convention ships 
‘““(1b) Subject to sections 480 to 482, every Canadian steamship 
that is not a ship described in subsection (1) or (la) shall have its 
hull, machinery and equipment inspected by a steamship inspector in 
accordance with the regulations before the ship is first put into serv- 
ice and at least once in each year thereafter or, if classification 
surveys are made, in such longer period, and subject to such condi- 
tions as may be prescribed by the regulations.” 
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On Clause 16 
That Bill S-7, an Act to amend the Canada Shipping Act, be amended 

by striking out paragraph (d) of section 482 in Clause 16 (re-numbered ~ 
as Clause 19), lines 29 to 43 on page 10 thereof and by substitutinea® 
therefor the following: 
“(d) if the ship is a cargo ship other than a nuclear ship anda 

there has not been produced a certificate mentioned in paragraph (a) © 4 

(i) a valid Cargo Ship Safety Construction Certificate and a valid | 
Cargo Ship Safety Equipment Certificate, where the gross ton- — 

nage of the ship is five hundred tons or more, and q 

(ii) a valid Cargo Ship Safety Radiotelegraphy Certificate, where _ 

the gross tonnage of the ship is sixteen hundred tons or more, ~ 

or a valid Cargo Ship Safety Radiotelegraphy Certificate or a 

valid Cargo Ship Safety Radiotelephony Certificate, where the'll 

gross tonnage of the ship is less than sixteen hundred tons, 

and any valid Exemption Certificate that has been issued in respect — 4 

of the ship.” ‘ 


And debate arising thereon, Mr. Macaluso, seconded by Mr. Rock, moved, 
That Clauses 6 to 27 both inclusive be adopted as amended. a 


On Clause 28 
Adopted. 


On Clause 35 
Adopted. 


On Clauses 2 and 30 
Discussion arising thereon, Mr. Macaluso, seconded by Mr. Lloyd, moved zy 
That they be adopted. B 
Thereupon, Mr. Rock, seconded by Mr. Crouse, moved Me 
That Clauses 2 and 30 be allowed to stand until the Minister of Transponig ‘ 

give further explanation. ; 
And the question being put on Mr. Rock’s amendment, it was resolyeui 

in the affirmative: Yeas, 6; Nays, 5. a 
Consequently, Clauses 2 and 30 were allowed to stand. q 
And the examination of the witnesses still continuing, at 12.30 o’clock — 

p.m. the Committee adjourned until 4.00 o ’clock p.m. this day, it being under-— } 

stood that thirty minutes would then be allowed to form a quorum. 4 


AFTERNOON SITTING 
(22) 


The Standing Committee on Railways, Canals and Telegraph Lines recon=i 
vened at 4.10 o’clock p.m. this day. The Chairman, Mr. J. T. Richard, presided. q 
Members present: Mrs. Rideout and Messrs. Barnett, Cantin, Cowan, — 
Crouse, Granger, Hahn, Kennedy, Lachance, Lessard (Saint- Hen71), Leblanc 
Lloyd, Macaluso, McNulty, Richard, Rock, Tucker, Winch (18). 


In attendance: Same as at the morning sitting, and Capt. W. S. G. Mor- 
rison, Superintendent, Nautical Examinations, Marine Regulations Branch of the 
Department of Transport; also Mr. Robert F. Cook, President, Canadian 
Brotherhood of Railway, Transport and General Workers, Local 425, Van-— 
couver; and Capt. E. W. Meadows, Assistant Secretary, The Canadian Merchant 
Service Guild. oy 
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The Committee resumed its consideration of Bill S-7, an Act to amend the 
Canada Shipping Act. 
On Clause 29 
Adopted. 


On Clauses, 31, 32, 33 and 34 
Adopted. 


* On Clause 36 
Adopted. 


On Clauses 3 and 5 
Adopted. 


On Clauses 37 and 1 
Adopted. 


On motion of Mr. Macaluso, seconded by Mr. McNulty, 
Resolved,—That Bill S-7, an Act to amend the Canada Shipping Act, be 
amended 
(1) by adding thereto, immediately after clause 1 thereof, the following 
clauses: 
2. Section 87 of the said Act is repealed and the following sub- 
stituted therefor: 


Penalty for unduly assuming Canadian character. 


“87, (1) If a person uses the National Flag of Canada and as- 
sumes the Canadian national character on board a ship owned in 
whole or in part by any persons not qualified to own a Canadian 
ship, for the purpose of making the ship appear to be a Canadian 
ship, the ship is subject to forfeiture under this Act, unless the 
assumption has been made for the purpose of escaping capture by 
enemy or by a foreign ship of war in the exercise of some bellig- 
erent right. 


Burden of proof. 

(2) In any proceeding for enforcing any such forfeiture the 
burden of proving a title to use the National Flag of Canada and 
assume the Canadian national character shall lie upon the person 
using and assuming the same.” 

3. Section 89 of the said Act is repealed and the following sub- 
stituted therefor: 


Penalty for acquiring ownership if unqualified. 


“89. If an unqualified person acquires as owner, otherwise than 
by such transmission as hereinbefore provided for, any interest 
either legal or beneficial, in a ship using the National Flag of 
Canada and assuming the Canadian national character, that interest 
is subject to forfeiture under this Act.” 

4. Subsections (1) and (2) of section 91 of the said Act are repealed 
and the following substituted therefor: 

National colours for ships, and penalty on carrying improper 

colours. 

“91. (1) The National Flag of Canada is hereby declared to be 
the proper national colours for all Canadian ships and all ships and 
boats that would be registered in Canada if they were required to 
be registered at all, belonging to any British subject resident in 
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Canada, except in the case of any aus or - boat for the time Mh go 
allowed to wear any other national colours in pursuance of a war-— 
rant from Her Majesty or under regulations which may be made bys 

the Governor in Council. “al 
Offence and penalty. ) a 

(2) Where a ship or boat described in subsection (1) flies a: 

(a) any distinctive national colours other than the National Flagg 

of Canada; or i 

(b) the colours or pendant usually carried by Her Majesty’s chip 

or any colours or pendant resembling the colours or pendant of 

Her Majesty, without a warrant from Her Majesty or pursuant 

to regulations made by the Governor in Council, a 

the master of that ship or boat, or the owner thereof if he is on 4 
board, is guilty of an offence and liable on summary conviction to © 

a fine not exceeding five hundred dollars or to imprisonment for a 
term not exceeding six months or to both such fine and imprison- a 
ment.” P 

and by renumbering clauses 2 to 37 accordingly. y 
(2) by striking out clause 40 thereof and substituting therefor the fol 
lowing: di 
“AQ. (1) Section 1, sections 9 to 30 and section 39 of this Act shall 
come into force with respect to Canadian ships, and with respect to a 
ships registered in any other country on a day or days to be fixed by 
proclamation of the Governor in Council. J 
(2) Section 6 and section 38 of this Act shall come into force on a 

day or days to be fixed by proclamation of the Governor in Council. fa 


The Chairman reminded the Committee that clauses 2 and 30 were allowedd r 
to stand until the appearance of the Minister of Transport before the Commit- 
tee on Friday, February 19, 1965. 


On Clause 4 a 

The Chairman introduced Mr. Robert F. Cook and Capt. E. W. Meadows 
The latter read a prepared brief which had been distributed in English to th 
members of the Committee. 

The examination of the witnesses still continuing on Clause 4, at 5: 3 
o'clock p.m., the Committee adjourned until 9:30 o’clock am. on Ende 
February 19, 1965. 


FRIDAY, February 19, 1965 
(23) mM 


The Standing Committee on Railways, Canals and Telegraph Lines met at % 


Be, 


9:40 o’clock a.m. this day. The Chairman, Mr. J. T. Richard, presided. a 


Members present: Mrs. Rideout and Messrs. Barnett, Basford, Cameron 
(Nanaimo-Cowichan-The Islands), Cantin, Cowan, Crouse, Foy, Granger, Hahn, 
Laniel, Macaluso, Matte, McNulty, Millar, Pascoe, Richard, Rock, Southam ‘ . 
Tucker, Winch (21). a 

In attendance: The Honourable John Whitney Pickersgill, Minister oj 
Transport; Mr. Robert F. Cook, President, Canadian Brotherhood of Railw 
Transport and General Workers, Local 425, Vancouver; Capt. E. W. Meado 
Assistant Secretary, The Canadian Merchant Service Guild; Mr. J. Rod Linds 
General Manager, Vancouver Tug Boat Co. Ltd., and also Director of B.C. To ~ 
boat Owners Association; Mr. Harold L. Cliffe, Manager, Canadian Tugboat oe 
Ltd., and also Director of B.C. Towboat Owners Association. Bee 
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On Clauses 2 and 30 | 
9 Mr. Rock asked for and received from the Minister of Transport clarification 
- of those clauses. 


: Clauses 2 and 30 are adopted. 
4 On Clause 4 


Of Mr. Cook resumed his observations. 
ia The Committee agreed to hear witnesses present at the meeting before 
_ questioning Capt. Meadows and Mr. Cook. sient 
| Mr. Lindsay read a prepared brief which had been distributed in English 
_ to members of the Committee, and he added a few comments on his own state- 
mm ment. 
It being 10:45 o’clock a.m., at the suggestion of the Minister of Transport, 
the Committee agreed to adjourn until 2:30 o’clock p.m. this day and meet in 
_ Room 253-D in order to resume the examination of the witnesses. 


The Committee adjourned until 2:30 o’clock p.m. this day. 


q AFTERNOON SITTING 
. (24) 


The Standing Committee on Railways, Canals. and Telegraph Lines 
- reconvened at 2:30 o’clock p.m. this day. The Chairman, Mr. J. T. Richard, 
_ presided. 

Members present: Mrs. Rideout and Messrs. Addison, Barnett, Basford, 
Cameron (Nanaimo-Cowichan-The Islands), Cantin, Cowan, Foy, Granger, 
_ Hahn, Lachance, Lloyd, MacEwan, Macaluso, McNulty, Richard, Rock, Tucker, 
Winch (19). 

In attendance: Same as at the morning sitting; and from the Department of 
Transport: Messrs. Alan Cumyn, Director, Marine Regulations Branch; R. R. 
By MacGillivray, Assistant Counsel, Law Branch, and E. J. Jones, Steamship In- 
- spection Service. oat 
On Clause 4 
The Committee resumed its study of Bill S-7 and the examination of the 
witnesses. 

i Messrs. Cumyn and MacGillivray made comments on the briefs presented 
_by the two associations heard previously. 

; At 2:55 o’clock p.m., the members of the Committee being called at the 
_ House of Commons, the meeting was suspended. 

‘ At 3:10 o’clock p.m., the Committee resumed its examination of the wit-_ 
"nesses and it was agreed that the brief to be presented by Upper Lakes Shipping 
_ Ltd., would be annexed to the proceedings of today’s sittings, with the mention 

that it was received after Bill S-7 had been adopted by the Committee. 

The Committee agreed to meet on Tuesday, February 23, 1965, to study 
- Bill S-41, An Act to incorporate Mountain Pacific Pipeline Ltd., Bill $-43, An 
- Act respecting Canadian-Montana Pipe Line Company, and Bill S-47, An Act 
respecting The Burrard Inlet Tunnel and Bridge Company; and on Thursday, 
_ February 25, 1965, to study Bill C-120, An Act to amend the Railway Act, the 
Transport Act and the Canadian National Railways Act, and to repeal the 
Canadian National-Canadian Pacific Act. 

After discussion, Mr. Macaluso, seconded by Mr. Hahn, moved 
That Clause 4 of the Bill be adopted. 


Aa 


7 Nays, 3. 
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The question ee put, it was resolved in the affirmative: Yeas, 10; 
The title of the Bill and the Bill itself were adopted. oe 
The Committee instructed the Chairman to report Bill S-7 to the House, as 

amended. a 
At 4:50 o’clock p.m., the Committee adjourned until 10:00 o’clock a.m. 0 iy 

Tuesday, February 23, 1965. ; 

Marcel Roussin, 
Clerk of the Committee pro tem. 


Note 


A letter dated February 24, 1965, and received from Mr. R. V. Sankey on 
February 25, 1965, Counsel for Upper Lakes Shipping Ltd., advises the Com- 4% 
mittee that the above: mentioned Company will not present a brief. (See 
Appendix “A” to today’s proceedings.) 4 


EVIDENCE 
THURSDAY, February 18, 1965. 


The CHAIRMAN: Gentlemen, we have a quorum. I declare this meeting 
open. 

| I would like to have a motion from a member of the committee to authorize 
_ the clerk to obtain, for the use of the members of the committee, 65 copies 
in English and 22 copies in French of the Canada Shipping Act. As you know, 
this is a voluminous act and copies of it would have to be purchased from 
the queen’s printer. I feel all the members of the committee should have an 
_ original copy of the shipping act. Would someone like to move such a motion? 


Moved by Mr. Regan, seconded by Mr. Rock. 
Motion agreed to. 


The CHAIRMAN: Now, gentlemen, we are on the Canada Shipping Act. 
This Bill No. S-7 was passed by the Senate after many days of hearings in 
committee. I trust that while we will do our work as seriously as usual, we 
_ will be able to be as diligent as possible. I am sure that some of the members 
realize in a sense there is a duplication of work in the presentation of testimony 
_before committees. I am not one to agree that because evidence has been given 
before a Senate Committee we should accept that evidence just because it is 
_ printed. However, I hope the members will keep in mind that this is available, 
and there may be those who have had the opportunity to read the Minutes of 
Proceedings and Evidence of the standing committee of the Senate. 
| This morning we have with us the Hon. Mr. Pickersgill, the Minister of 
- Transport. In addition we have Mr. J. R. Baldwin, deputy minister, Department 
of Transport; Alan Cumyn, director, marine regulations branch; Mr. R. R. 
| MacGillivray, assistant counsel, legal branch, Department of Transport; Mr. 
| F. S. Slocombe, chief, nautical and pilotage branch; Mr. J. H. W. Cavey, chief, 
| harbours and property branch; Mr. G. G. M. Guthrie, supervisor, registry of 
shipping; Mr. E. J. Jones, steamship inspection service; Mr. A. G. E. Argue, 
_ radio regulations division; and Mr. C. D. Kenny, also of the radio regulations 
| division. All of these gentlemen are officials of the Department of Transport. 
| In addition, other parties have signified their intention to appear before the 
committee, such as representatives from the Dominion Engineers and also 
boat owners associations, and so on. These persons wil be given the opportunity 
to testify before this committee. 
| At this time it is my intention to ask the Hon. Minister of Transport to 
| make some opening remarks. 


Mr. Cowan: Mr. Chairman, before we start dealing with Bill No. 8-7, I 
would like to ask a question. In the fall, before adjournment, on December 18 
we were discussing Bill No. S-33 which I have in my hand. In this bill at page 
17, clause 26, it says: 

Except as otherwise expressly agreed to by the parties hereto, all 
transfers of land and facilities referred to in this memorandum shall 
take place simultaneously on the second day of January, 1965. 


The CHAIRMAN: This morning we are discussing Bill No. S-7. 
Mr. Cowawn: Is this bill dead now? 


The CHAIRMAN: The bill to which you are referring is not before the com- 
mittee this morning. 


: 
; 
: 
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Mr. Cowan: It had a date in which we did not meet. I Ould aes to " 
know what happened. i 
The CHAIRMAN: I cannot discuss that with you because I am not an official : 

of the government. 4 
Hon. J. W. PICKERSGILL (Minister of Transport): I may say, Mr. Chairman, - 

the government has decided, in view of the urgency in getting through with © 
the Canada Shipping Act, and in the hope that my suggestion will be accepted © 
about the railway bill, that the subject matter would be referred to this com- — 
mittee so that we can hear some of the representations that people wish to | 
make on it before it is reintroduced at the next session. In that way we hope 4 
to abbreviate the length of time that will be required during the next session e 
with a major piece of legislation. The government has decided not to proceed — q 
at this session with this bill at all, but rather to stand it over and have it : 
introduced at the next session of parliament. 
Mr. Cowan: Would the transfer of land take place as required? 

Mr. PICKERSGILL: I do not have the faintest idea: I would have to inquire. 

Mr. Cowan: The National Capital Commission told us what to do and we 

did not do it. i 
- Mr. PIcKERSGILL: I am not the minister responsible for the National Capital 4 
Commission. a 
Mr. CAMERON (Nanaimo-Cowichan-The Islands): Do I understand we hs 
merely are going to have a preliminary hearing on the Canada Shipping Act? ‘ 


Mr. PICKERSGILL: No. What I was referring to as being preliminary was 2 
the hearings on the railway bill. I am rather hopeful, from such conversations _ mM 
as I personally have been able to have, that perhaps tomorrow or Monday the 
house might agree to let my colleague, Mr. MclIlraith, move an amendment to 
the bill that the subject matter of it—that kills the bill—be referred without — B 
debate to this committee so that the committee could take advantage of the © 
two or three weeks, whatever it may be, that are left of this session. There © 
are many persons all over the country who wish to be heard on that railway © 
bill. Then the bill would be introduced again at the next session. We feel that , 
if we could take advantage of these two or three weeks we might get a 
summer recess and have the bill passed still in the year 1965. This is just a way 
of saving some time. 
There is no agreement among the parties on this, but I rather hope there ; 
may be. We 
So far as the Canada Shipping Act is concerned, the government had hoped » 
to get it through in the session of 1963. Indeed, the previous government had 
hoped to get a bill very similar to this through. This, in most respects, just iss 
a tidying up operation. It has been through the Senate where it was very 
thoroughly considered. We are very hopeful that in one or two sessions of the 
committee we may be able to dispose of this bill. a 


Mr. CamMERON (Nanaimo-Cowichan-The Islands): Clause 4 of the bill 
contains a subject matter which has been referred to a commission set up 
under the authority of the Department of Labour. The federal government is 
going to pay 50 per cent of the cost. This commission has been established and 
I believe the document is to be signed today. : 


Mr. WincH: May I ask the minister whether he is instructed that oa 
matter will come before the house at this session in view of the fact that the ; 
is an agreement under which a number of the very matters which are in “4 
amendment now are the subject of an inquiry in respect of which the govern- 
ment is paying 50 per cent, the employers 25 per cent and the trade unio! 1s 
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umber of subjects covered by this bill. Are we going to have a fait accompli 
2h before we can get the inquiry going? 


: _ Mr. PICKERSGILL: I am advised that the amendments proposed under clause 
ty 4 of this bill are amendments having to do with safety and have nothing to do 
i with any inquiry that would have been set up by the Department of Labour. 
i" Mr. Cameron (Nanaimo-Cowichan-The Islands): It has to do with man- 
ning. 

Mr. WINcH: Brake horsepower and nominal horsepower. It has to do with 
_ safety. 


' Mr. Rock: Would these gentlemen be more specific in respect of the rela- 
_ tionship between this inquiry and clause 4? It may be serious or it may not be. 


. Mr. PICKERSGILL: I would be quite prepared to let clause 4, if it should 
i be reached this morning, stand to give us an opportunity to consult with the 
ee partment of Labour to ascertain whether in fact there would appear to be 
_any kind of a conflict. Of course, if the subject matter here is in fact going to 
interfere in any way with the problem, pursuant to that inquiry, I would 
_ give the undertaking here and now that we are prepared to make the gine 
: excision from the bill so that there will be no such conflict. 


je Mr. WINcH: Do I understand that you did not know this inquiry had been 
_established by the Department of Labour? 


’ Mr. PICKERSGILL: Personally, I had not been consulted about it. There are 
a great many things about which ministers are ignorant and about which other 
k members are well informed. 


The CHAIRMAN: Gentlemen, we are on clause 1. 
On Clause 1—Cargo ship. 


The CHAIRMAN: It is my thought that the minister would give us a general 
I statement on the bill. 


Mr. PICKERSGILL: As a matter of fact, that is what I had hoped to do. 
However, before doing so I would like to say something which I hope will not 
| be regarded as a sensational piece of news, although this is a very risky thing 
| to do. In sections 87, 89 and 91, the Canada Shipping Act contains certain stat- 
_utory provisions regarding the use of the red ensign on merchant ships. I 
_believe this is the only place in the statutes of Canada where there is any 
statutory obligation with regard to the flying of flags. Whether rightly or 
‘wrongly, I had assumed, in view of the fact that parliament has made a pro- 
-nouncement on the question of the flag, and that the Queen’s proclamation 
_has been issued, we would not wish to perpetuate the obligation in this statute 
| to fly a flag which has ceased, by due process of law, to be the flag of Canada. 
Therefore, I would hope that this committee would be prepared to support 
/an amendment to this bill which, of course, would have to go back to the 
' other house for concurrence. This amendment would substitute in those clauses 
| the national flag of Canada in place of the present provisions thereof. 
| I think we have sufficient copies of this proposed amendment that it could 
be distributed. In a technical sense, after clause 1 it would add clauses 2, 3 
| and 4, and necessitate the rewording of the other clauses. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): Is it the intention of the 
} government to follow what has been the precedent which caused the develop- 
} ment of the red ensign as a distinctive flag which would distinguish the mer- 
) chant marine from naval vessels or other government vessels? 

| Mr. PicKEeRSGILL: No. I am not an authority on this subject, but as I under- 
} stand it the present purpose is that there will be no ensigns of any kind; 
| that is, orders in council have been passed and the national flag of Canada has 
| been substituted for the blue ensign, for the white ensign and, in so far as use 
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in the army is concerned, for the red ensign, and for the air force ensign. a, 
would think it would be rather exceptional to have a flag for the privately 
owned merchant ships of Canada which would be different from the national — 
flag, unless we are going to adopt the system of ensigns for the armed forces — 
and government ships as well. g 
Up until now the government has given no consideration to that, although 
I understand the question is not closed. a 
Mr. Wincu: Mr. Chairman, may I ask one question. I have been asked he 
question and I do not know the answer; perhaps the minister may know it. 
I have been asked by the royal yacht clubs what their position is. Does this | 
cover the royal yacht clubs at all? q 
Mr. PicKERSGILL: No. Since they are voluntary organizations the govern- a 
ment would not seek to impose upon them any rules at all. } 
Mr. Wincu: There is some wording here and I am wondering whether or — 
not it applies to the royal yacht clubs. I have specific reference to the Van- — q 
couver Royal Yacht Club. 4 
Mr. PICKERSGILL: Before answering as technical a question as that I would 
like to obtain legal advice. I will suggest that the departmental solicitor con-— 4 
sult the Department of Justice about this point. ¥ 
Mr. Wincu: I know that the Vancouver Royal Yacht Club would like toy 4 
have an answer. At the moment they still are flying the red ensign. 4 
Mr. PICKERSGILL: Before we ask the committee to approve this, we will Mi 


have an answer. 
Mr. Cowan: We have been told times without record, in both French and | 
English, that the red ensign was a marine flag and that because of this we © 
should not be flying it in Canada. Surely to heavens you are not going to try q 
to bury the flag now. ;) 
Mr. PICKERSGILL: I think it would be rather difficult to perpetuate a statu- © 
tory obligation to fly a flag which has ceased to have any official character | 
whatsoever, except on privately owned vessels, and to make it an obligation — 
on the owner of a vessel to fly a flag which no longer is recognized as the 
national flag of Canada. In any event, we intend to ask the committee if it will 
accept this amendment so that it will not be an offence for a vessel owner not 
to fly the red ensign. This does not mean that he cannot fly a red ensign if he i 
wishes to do so. Anybody in this country who wants to can fly a red ensign. © 
Canada is a free country and I hope is going to remain so. I am the last person 
who wishes to dictate to people in respect of what they must do in these matters. — 
Indeed, I myself do not mind having this statutory provision taken out off , 
the act and having substituted therefor a provision that whatever flag from time 
to time may be prescribed by proclamation would be flown. That would meet 
the point raised by Mr. Cameron. It could be done in this manner instead of 
having this kind of a statutory provision. If some member of the committee | 
feels that would be a better approach to the matter, I would be perfectly | 
prepared to accept that as an alternative. q 
If I now may speak about the bill, really I do not pretend to have the 
knowledge of the technical aspects of this bill which my officials have. For me- 
to attempt to give a conspectus of the whole bill would, I think, be very 
foolish, and I am not sure how much value it would be to anyone to have 
such a conspectus. However, there is one subject which I do think is of suffi- ' 
cient importance that I ought to underline it, although it was underlined very ’ 
thoroughly in the Senate. The bill does reserve the coastal shipping of Canada 
to Canadian shipping west of a point drawn across the gulf of St. Lawrence. — 
This is a policy which was announced by the hon. gentleman who is just taking 
his seat now when he was minister of transport, if I remember correctly. 
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However, it required the concurrence of the other parties to the Commonwealth 
Shipping Conference before we could do it, because up until now our coastal 
shipping has been reserved to ships under the registration of commonwealth 
countries and not simply to those of Canadian registration. Because there were 
registrations in some parts of the commonwealth where the safety regulations 
were not comparable to ours, this could lead to a kind of competition with 
Canadian shipping. On balance, it was felt by the government to which the 


| hon. member for Three Rivers belonged, and in which the present government 


has concurred, that this was not reasonable, particularly in the St. Lawrence 


river and the great lakes. 
It was felt that it would be very difficult to exclude these traditional ships 


in the gulf of St. Lawrence and in Newfoundland, where it was traditional. 


And this line was drawn as indicated now in the bill. There are those of course 


who will say that this is a restrictive device. To some degree I suppose that 


is true, but it is also true that practically every country in the world does 


_resrict its own coastal shipping to its own nationals and to the ships under its 
own registry. That of course is emphatically true in the case of the United 
States. However, on balance the government decided to go ahead with the 


proposal that was made by the previous government in this regard, and it is 
the one really important new departure in this bill. 

For the rest I think it would be fair to say, looking at my officials as I de: 
that the rest is mostly housekeeping. The deputy minister says it is important 
housekeeping, but all housekeeping is important. Anybody who is careless about 


housekeeping, whether a housewife or a head of a government, finds that out 


very quickly. 

While it is important housekeeping, it is not what you should call very 
sensational stuff. I think therefore it would be far better for someone else less 
sensational than I am to try to discuss it. 

Mr. WincH: May I ask exactly how you would desire us to prance! Mr. 
Chairman, because as the minister has said, this is just housekeeping. Yet in 
view of the importance it has, it is housekeeping which effects very specifically 
safety and employees. 

Mr. PICKERSGILL: Yes. 

Mr. WincH: The mere fact that there is in this act a differentiation between 


nominal and brake horsepower suggests that it is housekeeping. May I ask 
how you desire to proceed with this bill? 


The CHAIRMAN: At first I thought that when the minister had finished his 


remarks, I would be very curious to hear from Mr. Baldwin, before we proceeded 
with the clauses of the bill, and that he might tell us a little more about this 
, housekeeping, and just what the bill contains. I think these could be divided 
‘into certain groups of clauses. I think when Mr. Pickersgill is through I shall 


ask Mr. Baldwin to tell us exactly what this bill does in its general aspects. 


Mr. PICKERSGILL: I am through. I am going to stay as long as I dare, Mr. 
Chairman, but there is also a cabinet meeting going on and I was asked by the 
Prime Minister to turn up before that meeting was over. So if you observe me 


quietly slipping out after a little while you will understand that it is not that 
I am not charmed to be in your company, but that I also belong to a secret 
society. 


The CHAIRMAN: It is not so secret. 

Mr. PICKERSGILL: Where I have an obligation as well. 

The CHAIRMAN: Now, Mr. Baldwin. 

Mr. Luoyp: I take it that the minister in short has stated that this is 


technical stuff, and that the officers of the department should now brief us 
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in the same way so that we may all have comprehension of the bill. I suggt st 
that we proceed briefly with Mr. Baldwin. va 

Mr. Barnett: I presume the minister will be available to the committee 
again at a further hearing. ia 

Mr. PICKERSGILL: If the committee would consent to sit tomorrow morning 
at 9.30, I would be delighted to be here, and I would wipe out any other possible 
engagement which I had because we would like very much to get on with this 
bill so that if possible we could do the exercise I suggested on the railway bill, 


The CHAIRMAN: Is it the wish of the committee that we sit at 9.30 tomorrow 
morning? a 
Agreed. if 
Now, Mr. Baldwin. : 2 


Mr. J. R. BALDWIN, Esq. (Deputy Minister, Department of Transport): Mr, 
Chairman, ladies and gentlemen, the bill, which you have before you for re- 
view, contains a number of lesser or miscellaneous clauses. I think it might be 4 
broken down into seven main groupings according to subject matter. While the r 
clauses that would fall under each of these groupings do not necessarily come 
seriatim in the bill before you, nevertheless these are some of the headings that 
the bills deals with. The first is the series of clauses dealing with the interna- :, 
tional convention on the subject of safety of life at sea. This is an international, 
intergovernmental agreement on life standards which basically sets forth a 
number of safety standards which deal with safety aspects for marine shipping. 

Incidentally, when I refer to safety of this kind, this does not involve! 
the i Geshauipuas clause to which Mr. Winch and Mr. Cameron referred. The int 
1960, and we have improvements in a number of respects. There are a substan- “if 
tial series of clauses within this bill which now proceed with the implementa- a 
tion, or make it feasible to proceed with new implementations, of a new inter- 7” 
national convention on the safety of life at sea. q 

The CHAIRMAN: Could you indicate at the same time what sections are 
involved? 

Mr. BALDWIN: Well, these would be clauses 6 to 27 of the new bill. 

The CHAIRMAN: Please proceed. 

Mr. BALDWIN: There is also some material in the new bill which deals 
with the question. of oil pollution from ships. This is also a matter of consider- 
able importance in the coastal areas of Canada. The clause that is concerned 
in this connection is clause 28, and it is designed to strengthen the government’s 
position in the matter of dealing with oil pollution from ships. We have a 
been active in this field, and as a result an amendment was first introduced @ 
few years ago, but this will make it possible for us to deal with it in even a L 
broader area in terms of the amount of water to which our transportation 
would apply. There are technical officials available to go into this in re 
detail for you. I am merely dealing with the main headings now. 

There are also a couple of clauses—my recollection is that they are the 
small boat clauses, that is, clauses 3 and 30, which deal with our authority in 
regard to the regulation of pleasure boats, small craft which are not in the 
normal registration category but are in the licensing category. im 

Mr. WINcH: What are those clauses again? iM 

Mr. BALDWIN: They are clauses 3 and 30. No, I should say clauses > and 
30 in the revised printing. The prime purpose of these clauses again is 1 
achieve certain additional authority and jurisdiction in the pleasure boat feld f 
in order to enable us to meet again with the provinces to accomplish ca 
things which we think and hope that they, or some of them at least, fect net 
to be done in regard to pleasure boat regulations. 
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, We do have authority now to license small craft, and pleasure boats. This 
a has been put into effect, and we have authority to license small boat operators, 
. but this we have never used. 

is The present legislation would make it possible for us to deal with the prov- 
if inces as agents in implementing schemes, if they so desire, in regard to licens- 
_ ing at various local levels. 

,, Basically it is our view that licensing or control in the small boat field is 
something which is very difficult to administer, and that the establishment of 
‘ a nationwide rigid level of it needs to be approached pretty well at the local 
_ requirements level, and this is the object we have in mind. _ 

Similarly in clause 30, this would enable us to work out with the provinces — 
and municipalities certain plans whereby the operation of small boats in cer- 
_ tain areas could be restricted to municipal requirements for safety or other 
_ reasons. 

a The fourth large subject heading I would like to mention has to do with 
_ the question of cabotage in the great lakes. I do not need to say anything 
_ about it because the minister has already covered it in his remarks. But this 
| is one of the main subject items in the bill. This is dealt with in clause 38 
| at the end of the bill. 

i The fifth subject I would like to mention relates to the licensing and cer- 
_ tification of the officer classes on fishing vessels. This is an attempt that is being 
_ developed after extensive consultations with representatives of the industry 
_ itself to proceed towards the upgradings of standards of the officer class of | 
_ fishing vessels in the interest of the industry itself. 

We have attempted to offer advice which will not in any sense harm or 
| injure the position of those who are serving on fishing vessels now. Their right 
- to carry on will be recognized, but gradually there will be introduced a new 
_ system of certification which will I think be of considerable assistance to the 
| industry itself. This was developed after extensive consultation with the indus- 
| try. This also was one of the clauses debated at very great length in the Senate 
' committee to make sure that the method of introduction was not harmful to 
_ those now in the industry, and certain amendments were introduced at the 
| Senate level to help develop this. This is dealt with in clauses 3 and 5. 


: Mr. WINCH: May I ask one question? Referring to the great lakes, you 
' mentioned clause 38. I do not have any clause 38. | 


Mr. BALDWIN: Oh, I am sorry. I should have said clause 35. There are also 
certain clauses dealing with the question of liability in law in regard to ships 
| under the Canada Shipping Act. I do not myself feel competent to go into 
| detail on this, because they are very complicated legal clauses. But we have 
| the departmental solicitor present who can explain these clauses. I refer to 
| clauses 31 to 34, and there are as well certain clauses relating to the safety 
standards of tugboats and for passenger boats in regard to the question of 
| engineering matters. These are the clauses to which Mr. Winch and Mr. Cameron 
| were referring at an earlier stage. Clause 4 is the primary one. 

q These are the seven main headings. Then there are a number of small mis- 
- cellaneous clauses as well, which I do not think require special mention, because 
| in your review you will pick them up as you go through the bill. 

. The CHAIRMAN: Mr. Baldwin suggests, ladies and gentlemen, that we 
} might proceed at this time with the safety clauses which are clauses 6 to 27, 
if because they are a group. Is that the wish of the committee? 

Mr. Wincu: May I suggest that we not do it that way because I think 
| that safety, which involves clauses 6 to 27, does and must tie in with the safety 
| standards of tugboats and so on, eee as the safety clause deals wholly 
'with the international convention. 

The CHAIRMAN: It deals entirely with the international convention. 
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Mr. LEBLANC: I notice that Mr. Baldwin referred to clauses 29 and 30, yet 
clauses 31, 32, 33 and 34 are not mentioned. Under which caption of the seven ij 
main items to which he referred would they apply? 7 

Mr. BALDWIN: They are miscellaneous clauses which are purely routine © 
housekeeping clauses in our opinion, and I did not illustrate them as a special _ 
heading. a 
Mr. Macatuso: Dealing with the safety clauses, the international conven- : 
tion, clauses 6 to 27, we do not have too much to do with them. These are pretty — | 
well standard international conventions of the countries which have entered | 
into them. q 

Mr. BALDWIN: That is true. 4 

Mr. MacaLuso: You are only bringing them to our attention. But if we q 
wanted to change them, we would have to go es to international negotiations © | 
again. q 
Mr. PICKERSGILL: Unless we wish to police the movements under the safety : 
convention, we would still be operating under the provisions of the 1948 | 4 
convention. 4 

Mr. LANIEL: My question would have been along the same lines. 1 

Mr. Rock: We could agree to what you said. 

The CHAIRMAN: Very well. On clauses 6 to 27 are there any questions? 

Mr. WincH: I have a question which comes under clause 4. As clauses — | 
6 to 27 deal with the international convention might I ask if this convention : 
applies to passenger ships strictly on coastal service in Canada? y 

Mr. MacGiutivray: They apply only to passenger ships engaged in inten ‘ 
national voyages. 4 

Mr. WincH: You say only on international voyages? i: 

Mr. MacGILLIvRAY: Yes. iI 

Mr. WincH: If we have a ship running for example between Vancouver, 
Victoria, and Seattle, such as the C.P.R. line, then it would be covered. But if 
it only goes from Vancouver to Prince Rupert, it is not? q 

Mr. MacGILLivRay: The amendments do not affect it. The provisions in : 
the act relating to passenger ships in domestic voyages are not being changed. | } 
They are already of a very high standard. q 

Mr. Wincu: This leads to my next question: Are these regulations strictly 
for Canadian coastal passenger ships perhaps going from Vancouver to Seattle? i 
Are the regulations which govern our Canadian passenger ships of such a 
nature that under this convention they would then be in order to go to 
Seattle? 

Mr. MacGILuivRAy: Yes, sir. 

Mr. WincuH: The regulations are of such a nature that they are identical? 

Mr. MacGiuuivray: Yes. - 

Mr. Wincu: Or even better. q 

Mr. MacGiuuivray: Yes. Our standards are as high at least as the con= - 
vention standards and sometimes higher. ’ 

Mr. CameERON (Nanaimo-Cowichan-The Islands): I notice there is a par t 
of clause 7 which does refer to ships not under the safety convention. In clause 
 & subclause (1), paragraph (1b) it says: 

Every Canadian steamship that is not a safety convention ship, 
shall have its hull, machinery, and so on. 
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Are these the same regulations which are in effect now? 
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Mr. MacGIuivray: The provisions about the non-convention ships are 
unchanged. It just happens that they are dealt with in the section being 
amended, and we had to mention them. 


Mr. BARNETT: I have one question which is technical. I notice in the former 
section 389 which you suggest should be repealed, that full details as to the 
international convention are set out, whereas in the proposed new clause it 
simply refers to the safety convention. Is there any reason why we do not 


_-spell out in detail what safety convention we are talking about? 


Mr. MacGI.Luivray: That is handled in clause 1, the definition section, 
where safety convention is defined as being the 1960 one. 

Mr. BarNnetTT: That is the new section on definitions. 

The CHAIRMAN: Are there any other questions? If not, Mr. MacGillivray 
has something else to say about the clauses. 

Mr. MAcGILLIvRAY: It is just that in the drafting of these sections, which 
are highly technical, two errors have been made and were not caught by the 
technical people until after the bill was passed through the Senate. Since it is 
going to have to go back to the Senate anyway, we would like to correct these 


_ two errors. One appears in clause 7, section 391, and the other is in clause 16, 
_ section 402. In each case it is just a minor error which we made. The very 


words that Mr. Cameron mentioned appear in line 31 on page 5 which refer 


to ‘‘not a Safety Convention ship’. What we ought to have said is a ship that 
is not a ship described in subsections 1 or 1(a). I have prepared and have 
ready for circulation changes in those two clauses that would make them read 
properly in accordance with the convention. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): Mr. Chairman, I have 


another question on the definition in the clause. I notice that the definition of 
_a cargo ship is a negative definition. It would appear to me that under this 
definition towboats could be classified as cargo ships. 


Mr. MacGILuivray: This is a matter of convenience in selecting a defini- 
tion. The safety convention makes certain requirements for passenger vessels, 
the different requirements for all other vessels; it excludes fishing vessels and 
yachts. It was therefore convenient, in drafting the section, that cargo ships 


should include everything other than a passenger ship, a pleasure yacht or a 


fishing vessel. And then, in using the term throughout the operative sections, 
this has been borne in mind, that the requirements made for a cargo ship are 
applicable to a tug. 


Mr. CaMERON (Nanaimo-Cowichan-The Islands): That is the point that 


I wanted to stress because it is quite well known to many of us who are ac- 


quainted with the logging industry in British Columbia that many towboats 
-employed by logging companies act as cargo ships also. Sometimes they are 
dangerously overloaded by boom chains which are taken to the various logging | 
'eamps. Would this be prohibited if a towboat were clearly excluded from the 


definition of a cargo ship? 
| Mr. MacGibuivray: The provision we have here relating to cargo ships 
is only a provision relating to safety convention cargo ships; that is, cargo 
ships of over 500 tons and going on international voyages. 
! Mr. CAMERON (Nanaimo-Cowichan-The Islands): I see no provision here 
for regulating the quantity and weight of equipment, such as boom chains, 
that may be carried by a towboat and which are not essential to the operation 
‘of that towboat; they are not part of the mechanism. This is a convenience 
which logging companies employ to transport extremely carat ea for 
their logging operations. 

Mr. MacGiuuivray: We are not making any changes in this bill, in the 
provisions that relate to that. There is a provision in the act that prohibits 


-eargo ships, and that you have the facilities for making inspections of regular 
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overloading of a ship or the sending of a ship to sea in an kee eaes sta 
by reason of overloading. This bill does not deal with that; it remains unchange ie 
The provision on that applies to all ships, cargo ships or otherwise. 3 


Mr. Cameron (Nanaimo-Cowichan-The Islands): I know it refers to ‘ 


cargo ships, but have you any facilities for making inspection of towboats? 
Mr. MacGILuivrRay: Yes, sir. 
Mr. Cameron (Nanaimo-Cowichan-The Islands): Are they carried out? 


Mr. MAcGILLIvRAY: Yes, sir. 

Mr, CamERON (Nanaimo-Cowichan-The Islands): The history of some of 

the accidents off the coast would suggest they have not been carried out. 1 

Mr. WincH: Mr. Chairman, there are a few questions which I would like 4 

to ask. Would the deputy minister or one of his staff explain what is the j . 
difference between inspection and licensing under sections 392 and 393 in view | 

of the amendments, because under clause 8, 393 is to be amended. In subclause © a 
3, it says: i 

Where the chairman has received a report of inspection described © 

in section 392 in respect of a Canadian ship that is a nuclear ship not. a 

intended to be used on an international voyage, and he is satisfied that ; 

all the relevant provisions of this act and the regulations have been 

complied with, he shall issue for that ship an inspection certificate 4 

appropriate to the class and intended service of that ship. 


- Whereas, under clause 10, where it deals with section 393, it is said: 


that complies with all the provisions of this part applicable to Safety, : 
Convention passenger ships, other than nuclear ships, ‘08 
There is a little confusion there which I would like to have clarified. One | . 
says it includes nuclear ships and the other says it includes other than nuclear — 
ships. a 4 
Mr. MacGuiuutvray: In the safety convention—we reflected it in the bill— 4 
they have distinguished nuclear ships from other ships quite consistently be- ) 
cause, as far as non-nuclear ships are concerned, certain exemptions are per- 
mitted from the most stringent provisions of the safety convention. However, 
as far as nuclear ships are concerned, there are no exemptions permitted at 
any time. a 
Mr. WincH: What is the meaning then of subclause (3) of clause 8 on Hy 
page 6 which says: q ; 
He shall issue for that ship an inspection certificate appropriate to 


the class and intended service of that ship. : i) 
a 


While on page 7, under clause 10, it is said “other than nuclear ships” oa 
which means that the nuclear ship is excluded. I do not understand the differ saa 

Mr. MacGiuuivray: Subsection (3) of section 393 on page 6 deals with 
nuclear ships that are not convention ships, that is, that are not going on 
international voyages. Since they are not on international voyages, they al 
not to get a safety convention certificate of the type provided in section 395, dealt t | 
with in clause 10 on page 7, Clause 10 is simply put in here to rename 
certificates that are to be issued under the safety convention. A nuclear ship 
that does not go on international voyages is not eligible for a safety convention 
certificate; it gets an inspection certificate issued by the inspection service. re 

Mr. Wincu: Why should there be differentiation between inspection 
licensing of a nuclear ship in British Columbia and one going outside Briti 
Columbia waters? ‘ 
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} Mr. MacGILuivraAy: The standards are not different, it is just that the 
_ safety convention provisions apply only to ships going on international voyages. 
- The act has always been so defined that if a ship is going on an international 
_ voyage, the owner applies for a safety convention certificate and for the inspec- 


» 
uit) 
ay 


tion that goes with it. If he is only on domestic voyages, he gets an inspection 


_ certificate, whether the ship is nuclear or non-nuclear. 
ig Mr. WincH: Does it get a safety convention nuclear cargo ship certificate 
or a passenger ship certificate? i 

le Mr. MacGiutvray: The standards are at least as high for the domestic 
r nuclear ship as for one going on international voyages. 

: Mr. Macauuso: In order to assist the department I would move that the two 
/ amendments proposed by the department be adopted. 

The first one reads as follows: 

That Bill S-7, an act to amend the Canada Shipping Act, be amended 
by striking out subsection (1) (b) of section 391 in clause 7 (re-numbered 
as clause 10), lines 30 to 38 on page 5 thereof and by substituting there- 
for the following: 

(1) (b) Subject to sections 480 to 482, every Canadian steam- 
ship that is not a ship described in subsection (1) or (1) (a) shall 
have its hull, machinery and equipment inspected by a steamship 
inspector in accordance with the regulations before the ship is first 
put into service and at least once in each year thereafter or, if 
classification surveys are made, in such longer period, and subject 

- to such conditions as may be prescribed by the regulations.” 


aa 


The second amendment reads: 

That Bill S-7, an act to amend the Canada Shipping Act, be amended 
by striking out paragraph (d) of section 482 in clause 16 (re-numbered 
as clause 19), lines 29 to 43 on page 10 thereof and by substituting there- 
for the following: 

““(d) if the ship is a cargo ship other than a nuclear ship and 

there has not been produced a certificate mentioned in paragraph (a) 

(i) a valid Cargo Ship Safety Construction Certificate and 
ih a valid Cargo Ship Safety Equipment Certificate, where the 
ti gross tonnage of the ship is five hundred tons or more, and 
, (ii) a valid Cargo Ship Safety Radio-telegraphy Certificate, 

where the gross tonnage of the ship is sixteen hundred tons or 

more, or a valid Cargo Ship Safety Radio-telegraphy Certificate 

or a valid Cargo Ship Safety Radiotelephony Certificate, where 

the gross tonnage of the ship is less than sixteen hundred tons, 
and any valid exemption certificate that has been issued in respect 
of the ship.” 


Mr. LANIEL: I second the motion. 

The CHatrmaAN: Mr. Macaluso has moved, seconded by Mr. Laniel, that 
Bill S-7, an act to amend the Canada Shipping Act, be amended as set out in 
the two amendments submitted by the officials of the department. 

Is there any discussion of these amendments? 

| Mr. BARNETT: It seems to me that the numbering of these clauses, as I 
| understand, is contingent on the renumbering of another set of proposed amend- 
} ments. I am wondering whether we are going to get ourselves in a technical 
‘snarl if we pass this set with the consequent renumbering before we have 
| dealt with the other matter. 

- +Mr. Rock: Clause 16 is changed to clause 19, and we are wondering why. 
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Mr. MacGiuuivray: If the three new clauses relating to the flag are in, 
then these would be renumbered. 4 
Mr. BaRNETT: Could we not leave out this renumbering business and deat 
with it by a separate motion later on in our proceedings in order to tidy up 
the numbering of the clauses? 4 
Mr. Macauuso: Yes, of course. This should be left in, clause 7 in the 
first amendment and clause 16 in the next amendment, and when the proposed — 
amendments on the national flag are dealt with, someone can bring a motion — . 
to renumber clauses 7 and 16. a 
The CHAIRMAN: Is it understood that we all eliminate the renumbering _ 
at the present time and approve the amendments subject to the proper number-_ q 
ing at a later time? of 
Motion agreed to. 


Mr. WincH: There is one question I would like to ask, and I think it sq 
right to ask it at this time although it could be asked at some other time. a 
Section 397 deals not only with the international convention, but it also deals, 
as I have pointed out, with Canadian ships on coastal waters because it makes 4 
reference to a ship which is a nuclear ship, et cetera, which is not outside 
coastal waters. Therefore, on the basis of the fact that a passenger or a cargo — 
ship in coastal waters has to have an inspection and a certificate, I would like a 
to ask if the deputy minister or any of his staff would give to this committee a 
some explanation of the operation beyond the straight issuance of the inspection q 
and certification because it has come to the notice of a number of the members q 
of parliament from British Columbia that inspection is done at the dockside. 4 
What happens thereafter is not followed through; that is to say, what happens — 
in the coastal waters. There is no inspection regarding the adherence of the 4 
ship to the safety and licence regulations. I can assure you, Mr. Chairman, that _ 4 
this is one of the most serious matters in the minds of the British Columbia ~ t 
coastal members. It has been brought to our attention time after time. Could we 
have some statement from the deputy minister or from other people on his staff 
on whether or not the certificate granted assures the safety of the boat when — 
it gets to the coastal waters, at which time they are free to completely forget r 
what they are supposed to do? aa 

Mr. LANIEL: My question might be related to Mr. Winch’s question. 1 
would ask the deputy minister if, as far as the international convention is I 
concerned, there are any penalties provided in the convention, besides certifica- 
tion, or any fines. As Mr. Winch said, what happens after the certificate has” A 
been obtained? Is there a penalty section? { 


Mr. WincH: There is a penalty section, but the point is what policing is” 
being done after the licensing and inspection at the dockside? In British 
Columbia our evidence is that there is no policing being done. 4 


Mr. ALAN CumMyYN (Director, Marine Regulations Branch): The whole _ 
philosophy of steamship inspection is that when a ship is constructed, it is 
constructed to approved plans. The steamship inspection service inspects — the | . 
ship during construction to see that it is constructed in accordance with the — 
approved plans. They see that it carries the proper safety equipment, as 
prescribed by the regulation. They see that it is manned in accordance with i 
the requirements of the act, including the officers required and the efficiency — 
and proficiency of the crew. Then, they issue a certificate to cover the operation — 
of this ship on a given voyage. This certificate is in reality a certificate of 
seaworthiness, and may be issued in the case of boats under 150 tons for four 
years; in the case of boats over 150 tons for a period of one year, or lesser 
periods if, in the opinion of the inspector, the vessel is due for inspection 
before that time. The vessel then operates under the steamship inset 
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certificate; that is to say before it can clear from the port it has to produce 


this inspection certificate before a collector of customs. The steamship inspec- 
tion service does not police a vessel once it has been certificated unless it is 


_ brought to the attention of the steamship inspector that that vessel, for some 


reason or other, by virtue of undermanning or having sustained an accident, 
or by reason of entering on voyages for which it is not certificated, is proceeding 
contrary to its certificate. 


Mr. WINCH: There has to be a report. You do not do the policing, do you? 


Mr. Cumyn: No, sir. The steamship inspector is a technical officer whose 
function is to inspect a ship and issue a certificate of seaworthiness. Any 
policing is done by a collector of customs who detains the ship if the certificate 


_ becomes invalid for some reason or other. In addition to that, if a ship becomes 


unseaworthy and the matter is reported to the steamship inspector, he, of 
course, investigates the situation and withdraws the certificate if, in his opinion, 


_ the unseaworthiness is a fact. 


Mr. WINCH: What do you do in your department under the Canada Shipping 
Act if a boat goes down and it is reported that it was overloaded? Does that 


_ come under your department? 


Mr. Cumyn: There is a marine investigation service to ascertain the cause 


| of the casualty. 


Mr. WINCH: But it is too late by then; the boat has gone down. 
Mr. Cumyn: The inspection of ships provides a reasonable margin of 


_ safety. We do not say, and it would be impossible for us to guarantee, that 
- once a ship has been certificated it is not going to sink. There are a lot of other 
_ factors which enter into the situation besides the certification. It depends on the 
_ way the ship is maintained and the ability of the master to look after the ship. 


Mr. WINCH: That is the point I am coming to, the way it is maintained and 


used after it has left dockside. Under the shipping act, unless something happens, 
| you have no responsibility after it leaves dockside. 


Mr. Cumywn: That is correct. 
Mr. LANIEL: On the same subject, Mr. Chairman, if you look at section 454 


_ of the act, this deals with the case which has nothing to do with the safety 
| and certification of the ship. It is a matter of the control of responsibility of 
the master of the ship as far as gales and floating ice in the sea are concerned, 
and the reports that have to be made. Are these followed up? Under section 
454 the master of any Canadian ship on meeting with dangerous ice, and so on, 


| should make a report as prescribed by the regulation. 


Mr. BALDWIN: The purpose of this regulation is to ensure that we receive 


_ the information so that it can be put into the hands of the meteorological branch. 


Mr. LANIEL: How can you control that; is there any policing in that field? 
Mr. BALDWIN: Very little. This is something that is not easy to police. 
Mr. WincH: How do you do the policing? I have in mind two incidents 


' off the British Columbia coast. Of course, a master is in command, but if his 
company tells him to put on certain things which causes overloading—and he 
has to do what he is told—then under the law he is the responsible person. 


Mr. BALpwiw: If this is brought to our attention, there is an investigation 


at once. Perhaps I might make a general statement on this, because this is a 


problem which occurs not only in shipping alone but also in respect of com- 
mercial aviation and under provincial jurisdiction over roads, trucks and auto- 
'mobiles. There is the question of how you are going to police apart from 


periodic checks of standards. Basically this is something which, for instance, the 
aircraft operators have put up to us—Mr. So and So out in the bush is breaking 
the law; why do you not do something about it? We do something about it. 
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Whenever a- matter is brought to our attention we do inbestipete it. Howey 
in order to have policing in respect of every vehicle moving, through the wa T, 
in the air or on the land, it would involve huge utilization of the facilities of 
the civil service and equipment. Therefore, we have to rely on periodic checks 
on established standards and investigation wherever a problem is brought to 
our attention. In other words, we have to place some responsibility on t le 
people who are moving around and who see something wrong to bring it to. 
our attention so that we can go after it. 4 
Mr. Foy: Referring to the automobile analogy, just because somebody has» 
a licence to drive a car it does not guarantee that he will not have an accident, ° 
Mr. BALDWIN: This is true. a 
Mr. CAMERON (Nanaimo-Cowichan-The Islands): There is a periodic in- 
spection of automobile traffic and no one suggests that every vehicle should — 
be stopped every day and every driver be asked for his licence; but, every ‘i 
driver knows he may be stopped sometime and asked for his licence. Un- 
doubtedly this has an effect on his driving. ia 
Mr. BALDWIN: There are periodic checks of ships as well. 4 a 
Mr. CAMERON (Nanaimo-Cowichan-The Islands): I have not heard of any i 
case in which there has been a spot check on overloading of towboats in British | 
Columbia. You have cases like that of the Swifter II which capsized on the 
Fraser river. This was the fourth time this vessel capsized and one na 
drowned. a 
Mr. Cumyn: Was this vessel under 150 gross tons? ; a 
Mr. CamMERON (Nanaimo-Cowichan-The Islands): Yes. my | 
Mr. Cumyn: Under the Canada Shipping Act we do not inspect vessels 
under 150 gross tons. j 
Mr. CAMERON (Nanaimo-Cowichan-The Islands): Is it not about time that 4 
you did something about this? I have a whole list here. ) 
Mr. Cowan: Mr. Winch was talking about a boat being overloaded after A 
leaving the dock. What about the Plimsoll line? The crew can tell whether | ‘ 
a boat has been overloaded from the Plimsoll line, can they not? 
Mr. Cumyn: The regulations require a Plimsoll to be assigned to any vessel | 
over 150 gross tons. a 
Mr. Cowan: So you can drown in a vessel under 150 tons. 
Mr. McNuuty: Does the department feel that it has a sufficient number . 
of qualified inspectors to make sure that all ships are inspected prior to ong 
on the termination of their certification? a | 
Mr. Baupwin: There has been a shortage of personnel in this general field. 
It always has been extremely difficult to recruit. We have tried training schemes - 
in an effort to develop personnel for this work. a 
Mr. McNuuty: Is this quite serious? Do many ships go long past their | 
time? sie 
Mr. BALDWIN: No. We do not allow the law to be bent, but we are not 
overly largely staffed. We are working a little understaffed. yi 
Mr. LLtoyp: What is the period for which a certificate of seaworthiness is 4 
valid? Can you give us an illustration? A : 
Mr. CumyYn: In the case of a ship of over 150 gross tons, the certificate: is 
valid for one year. i 
Mr. LLoyp: You mentioned staff. Certainly if it is valid for only one year, 
then a ship cannot sail without having its certificate of seaworthiness. You 
mentioned that sometimes you have a shortage of staff and are not able O 
carry out certain inspections or certain routines. Does this affect issuance 


i 
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the certificates? Are you always able to meet the time factor with regard to 
_ issuance of certificates of inspection? 

q hy Mr. CumMyn?. Yes. 

a Mr. Ltoyp: They must obtain a new certificate each year? 

of Mr. Cumyn: Definitely. 

i. Mr. WIncH: I believe there may be evidence given by those in the trade 
_ later and I will not continue on with this except to say that I am most intrigued 
Me and interested, coming from the city of Vancouver where I have lived all my — 
: life except for three years, that there have been serious accidents or sinkings 


pt 


bi in the past two or three years of boats which have been licensed, declared 
- seaworthy and which have a certificate, but which, because of actions which 
| take place after they leave the dockside sink and there is a loss of life. To me 
| this is a rather interesting matter. We may have some specific evidence on that 
either this afternoon or tomorrow morning. 

Mr. Crouse: For vessels under 150 tons is the inspection once a year? 

Mr. CumMyYn: Four years, except for passenger ships. 

Mr. CrouSsE: I would submit, in support of the statements that have been 
made by the officials of the department, that the captains of ships concerned 
- certainly have an obligation to see that their ship is seaworthy. 

Mr. WincH: And in British Columbia they will be fired unless they do 
| what the operator tells them to do. 

; Mr. Crouse: In respect of a steamship being inspected, you are dealing 
_with salt water, and a pump could be passed by a steamship inspector today 
| and yet be found to be leaking when it is only 25 or 30 miles from shore. I feel 
| the remarks made by our British Columbia members to be rather strange, 
_ because on the east coast at least the captains who are placed in command of a 
_ ship realize that it is not only the property that is at stake but their very lives 
_ also, unless they carry out a very careful survey of all equipment on the ship. 
k I would not like to see regulations drafted which would be too confining or 
| costly to taxpayers of the country. If we were to have an annual inspection of 
_ this nature, it would be costly and in the final analysis may not solve the 
| problem. 

| Mr. Macatuso: I would like to make a comment in respect of the remarks 
| of Mr. Winch and Mr. Cameron. I am thinking about this problem of inspection 
_ after leaving the dockside. Does that fit into any of the clauses, 6 to 27, which 
'-we are discussing now, or is this another matter? 

Mr. Baupwin: This is not a question which is involved in the proposals 
mere. . 
| Mr. Haun: The suggestion has been raised that it might be helpful to have 
| periodic and unannounced spot checks to see that our regulations are being 
| carried out between certification inspections. Is this feasible? In other words, 
can one roaming inspector check about one half of the dockside? 

Mr. Cumyn: You would need more than one to make it effective. I doubt 
whether this would improve matters because in a way it would relieve the 
| master, at least in his own mind, of his own specific responsibility to see to it 
| that once his ship has been properly built and fitted out it is maintained in 
) that condition. 

: Mr. Haun: In the opinion of the department is there a serious problem 
there or is there a serious loss because people knowingly and willingly take 
) ships to sea in violation of our regulations? 

ik Mr. Cumyn: No sir; we do not feel that the incidence of loss in unac- 
| ceptable. | 
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Mr. WINCH: You have had aaee on the British Columbia coast and tw 
on the east coast in the last three months. oP " 


Mr. Cumyn: These are vessels under 150 STOSS tons. We have in mind — 
considering some measure of inspection on them. This, of course, will need 
a change in the legislation. Zt, 


Mr. HAHN: Are you thinking of commercial boats under 150 gross tons? 4 


Mr. CumyYn: Yes; but here we must be careful not to make the inspection — 
too comprehensive. Otherwise, we would need a tremendous hoard of inspec- 
tors to carry it out. In all this inspection business there is a limit to what one 
can do. a 


The CHAIRMAN: I think we have strayed away from the subject. q 


Mr. Macautuso: I would like to suggest that we carry clauses 6 to oT TF | 
inclusive. s 


Mr. Rock: I second the motion. 


Mr. BARNETT: May I ask one question for information? I see under the q 
definition section of the act, which is not before us, actually, that the definition — 
of a ship is given, and I think this is related to the whole field. It includes every 1 
description of lighter, barge or like vessel used in navigation in Canada however — 
propelled. While we are on this topic, I would like to know whether that — Y 
wording “however propelled” includes ships that are not self- propelled in the 
sense of one being towed by another ship. 


Mr. MacGILuivray: The whole of the definition in paragraph (98) of 
section 2 of the act needs to be read: ¥ 


“ship” includes every description of vessel used in navigation not pro- q 
pelled by oars; me 


That means that within the meaning of the act the towboat is a ship 
subject to all the provisions which apply to ships. Then, regarding recording, ‘ 
registering and licensing in part I, the liability is applicable to everything self- © 
propelled or non-self-propelled, such as barges. Barges and so on are ships 
unless they are propelled by oars. a 


Mr. Barnett: Mr. Chairman, I think the point of my question must be 
evident in view of the increasing use of a very large number of self- propelled — 
barges, or whatever they may be called, at least on the western coast of . 
Canada. a 


Mr. MACGILLIGRAY: They are ships and are treated as ships in Canada. 


Mr. BARNETT: And the definition of a cargo ship comes within the general 
definition of a ship? 


Mr. MACGILLIVRAY: Yes. 
The CHAIRMAN: Shall clauses 6 to 27 carry? 


Mr. WincH: May I ask Mr. Baldwin or a member of his technical stata 
on what basis a Canadian safety convention ship, either passenger or cargo, — 
of 1,600 tons or more could be exempt from the radiotelephone or radiotele- 
graph requirements and not have a qualified operator? Here you have a 
1,600 ton passenger cargo ship under the Canadian safety convention regula- 
tions whereby it can be exempt from radiotelephone or radiotelegraph, or a 
qualified operator. There must be some reason, but it strikes me as odd and | 
I would like to know just what could be the reason for that exemption. ; 


Mr. A. G. E. ArGcuE (Radio Regulations Division, Department of Trans-— 
port): The minister or the governor in council may exempt a ship on coastal | 
waters from the radiotelegraph requirement provided it is fitted with a satis- 
factory radiotelephone installation. This has been done in several cases on ae 
west coast. 
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Mr. WincH: You cannot exempt them from both. 


Mr. ArGcur: No; only the radiotelegraph. They cannot be exempt from 
having a radiotelephone, only a radiotelegraph. The radiotelephone is a much 
‘more malleable instrument and when ships are engaged in a short voyage there 

is no need to have a radiotelegraph as well. There still are situations in which 
the long range radiotelegraph must remain in effect. 


Mr. WincuH: Is this in the inside passage? 


a Mr. ARGUE: It would depend on the voyage. This has to be judged in 
‘respect of the individual voyage schedule of the vessel in question. For in- 
stance, you do not need a radiotelegraph between Vancouver and Victoria. 


The CHAIRMAN: Shall clauses 6 to 26 inclusive carry, including the amend- 
ment to clause 16? 


Agreed to. 


The CHAIRMAN: I think we could proceed with the question on oil pollu- 
tion on clause 28? 


Mr. Macavutso: We have another amendment which fits into the first part 
of the act. It is an amendment to clause 1. Do you want to deal with that? 
We renumbered the clauses from 6 to 27. 


The CHAIRMAN: We are proceeding at the present time with clauses which 
are technical and which relate to the international convention. We want to get 
rid of them first. We are now on clause 28. 

On clause 28. 


| Mr. BALDWIN: This is the only clause which deals with oil pollution. The 
| international convention of 1954 dealt with the prevention of the pollution of 
| the sea by oil. That is one of the international agreements that I mentioned 
earlier. Its purpose is to limit oil discharge into the sea by ships in coastal 
| waters, and to prevent it. The maritime provinces and Newfoundland have 
| suffered quite a bit because of it. Broadly speaking the purpose is accomplished 
under the international convention by designating the zone or areas into which 
| the ships may not discharge their tank washings. So this is extended 50 miles 
| to sea from the coast of Canada. A little over two years ago at a conference 
_ in London the terms of the existing international convention were brought 
| forward. This included a considerable extension of the prohibited areas.. In 
| the case of Canada it is up to 100 miles from land instead of the previous 50. 
| And there have been some other minor changes including the reduction in the 
| minimum size of the vessels, from the present 500 tons to 150 tons, with the 
| requirement that tankers to be built in future which have a capacity of 20,000 
' tons should have special tanks built in to retain the washings. These changes 
_ are all designed to make the convention more effective as a result of experience 
| gained since 1954, and the legislation is designed to implement these changes. 
: There is also a proposed increase in the penalty for violation of the oil 
, pollution regulations by making this more commensurate with the seriousness 
| of the offence and to bring the penalty more in line with those of other nations, 
| having in mind that in Great Britain it was up to £1,000 and in the United 
) States up to $5,000. It has been felt that the present provision of $500 may tempt 
} some ship masters to discharge oil in the knowledge that detection of the offence 
might prove to be difficult, and that it would be cheaper to do so than to 
} retain the oil on board and to discharge it into shore facilities. Basically we have 
_ tried to improve our control features by making the movement 100 miles from 
_ the coast. 


Mr. Luoyp: It is such an obvious improvement to me. 


: Mr. WincH: Since I come from British Columbia I am tickled to death 
_ to see in here this increase from $500 to $5,000, and this provision for imprison- 
ment to not exceeding six months. Might I ask who would be the one imprisoned? 


‘ 
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Would it be the engineer, the captain, or who? Would it be the owner 0: 
vessel? 
Mr. MacGiuuivray: The owner of the vessel is probably : a corporati 
The person we have normally charged for this is the master or the ch 
engineer. They are the people who have been fined up to now. If imprisonm 
were to be ordered, these would be the people imprisoned—I mean, one 
them, but not both in one ship. It would be one or the other. ; 
Mr. Crovuss: I find that an interesting observation because to my knowledge 2 
the actual command of all ships is under the direction and control of the 
master, and I find it strange that you would imply that the chief engineer 
would be more involved, because normally he would only be acting under i 
orders from his captain. B's 
Mr. MacGiuuivray: Not in pumping his tank, but the master has a. 
defence under the regulations if he can prove that the offence took place 
without or against his orders. a 
Mr. McNuuty: Are these regulations the same for inland waters, such 
as the great lakes, as well as for coastal waters? y 
Mr. MAcGILLIVRAY: Yes, they are. 
The CHAIRMAN: Shall clause 28 carry? i 
Mr. WincH: Mr. Baldwin and his staff no doubt know about the serious 
situation in British Columbia where an oil barge sank, and where it will cost | 
perhaps $100,000 before the matter is through, and it may be years before ou! rd 
beaches are clear. What is the situation in a case like that? . 
Mr. Batpwiwn: In this particular instance, because no one was doing any- 
thing about it, we in the department in conjunction with the Department o iY 
Public Works felt that we should intervene and try to remedy the situation, 
even though the cost may fall upon the taxpayer. We did try to use some v 
ingenious engineering techniques to try to raise it. 
Mr. Wincu: The cost would fall on the federal government and not 
the company concerned. 
Mr. MacGiuutvray: As the law stands it does not fall on the owner of 
the ship or the person who caused it, except if it is in shallow enough water 
where it is an impediment to navigation, whereupon the Navigable Wate rs 
Protection Act would apply and you could go after the owner. ae 
Mr. Barnett: As I recall, being a member of a committee which cond 
sidered the amendment to the act that adopted the original oil pollution con- 
vention, we had a considerable discussion at that time about having our 
Canadian regulations for internal waters parallel in many respects the pro- 
visions of the convention. As I understand it, this proposed amendment under 
clause 28 applies only to the international convention, the matter of rais 
the fine and so on. What action if any is involved in any amendment to he 
control of oil pollution? iN Dy [ 
Mr. BALDWIN: The chairman of the steamship inspection board tells. ne 
that our own domestic regulations are more stringent than the interns 
regulations. 
Mr. BARNETT: This in effect is progressive nationally. What is the | maxi 
mum fine now? 
Mr. MacGtInuivray: It is $500, whether it occurs on the high seas or 
internal waters. a 
Mr. Wincu: Are you changing the internal fine to $5,000. : 
Mr. MacGinuivray: The $5,000 fine will apply to any oil pollution a 
where. i 
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Mr. WINCH: This is covered by this clause? 

ss Mr. MacGuinuivray: Yes. 

The CHAIRMAN: Shall clause 28 carry? 

a Clause agreed to. 

. Now, the next group has to do with cabotage. We are now on clause 35. 


On clause 35—Canadian ships only may engage in coasting trade on the 
_ great lakes and river St. Lawrence. 


ke Mr. BALDWIN: The purpose of this clause is to provide that upon a date 
_ to be fixed by the governor in council and by proclamation any coastal shipping 
within the great lakes or on the St. Lawrence river or from Cap des Rosiers 
to West Point, Anticosti island, shall be reserved for vessels of Canadian 
registry. The background of the situation is that before the construction of 
_ the St. Lawrence Seaway the great lakes were in effect an area which through 
_ physical conditions were pretty well reserved to Canadian shipping. However 
_by long standing local arrangements under the commonwealth merchant 
_ shipping agreement in respect of trading with Canada as well as to other 
| purposes of that agreement, it has been open to vessels of British registry, 
| not just limited to those of Canadian registry. 
| Following the opening of the seaway it became possible for much larger 
| vessels to move into the great lakes area. The reason this particular problem 
| came to the fore some years ago was the fact that on the opening of the St. 
| Lawrence Seaway and the development of much larger vessels there was 
| quite a lot of old vessels of smaller size which were thrown up in the mothball 
fleet. 
| The Canada Shipping Act provides that no ship can be given Canadian 
_registry if it has been built outside of Canada. Any ship built in Canada 
| would be entitled to Canadian registry, but no ship can be given Canadian 
| registry if it was built outside of Canada unless the Minister of Transport gives 
| special permission. As a matter of long standing policy which has continued 
| over the last 15 years, every time the minister has been called upon to con- 
| sider the matter his discretion has been exercised in a manner which allows 
| reasonably new ships of foreign construction to be given Canadian registry, 
'but it has prevented old ships from being given Canadian registry except 
'under specific circumstances where there would be an obvious measure of 
benefit resulting therefrom. 
The ministerial policy was that a five year old ship would automatically 
|be given Canadian registry, but if it was 10 years old, the minister would 
‘take a more careful look at the matter, and if it were over 10 years old he 
'would say no, except under special circumstances. The purpose behind all this 
'was to prevent the Canadian registry from becoming a haven for old and 
obsolete ships 25 to 40 years old, or from becoming a refuge for 40 year old 
| vessels, 
| In the situation I Aaceribe following the construction of the St. Lawrence 
} Seaway we suddenly found that a number of persons or groups were starting 
| to make use of the British registry which, as I said, is entitled to engage in 
| Canadian coastal trade, primarily with Bermudian or West Indian as the main 
‘registry. These were old vessels frequently, such as old United States lakers 
| which could not have been put on Canadian registry under the policy I have 
‘just described, but by using British registry they could get these old ships 
| on Canadian registry and thus engage in great lakes and St. Lawrence coast- 
ing trade. 
We felt this was in effect defeating the purpose of the basic policy regard- 
‘Ing the use of Canadian registry which I have mentioned, and we took this 
to the British government at the time and discussed it with them. They indi- 
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cated that under their legislation there was absolutely no hope of dealing withd 
this, because it was their basic policy applicable also to Bermuda and the West 
Indies that if anybody asked for British registry regardless of who he weal 
he got it. 
The government then said we can only achieve this by amending the acta 
and since these ships are going under Bermudian registry and are old ching ; 
we have also revised the Canadian registry to restrict the trade to Canadian 
registered vessels only. But to do this we had to obtain the concurrence of ‘ 
the other parties to the commonwealth merchant shipping agreement. So we 
approached the issue through diplomatic channels, in Britain, Australia, New 
Zealand, and so on, and asked for their concurrence in amending the inter-_ 
national agreement, and the legislation here is now designed to give effect 
to this amendment to the commonwealth merchant shipping agreement to 
which the other parties have agreed. ! 
I should add perhaps that we do not believe that this will create any harn 4 
to trade, or to British interests, because this problem was created for us by 
Canadian shipping interests starting in this tenuous scheme of using Bermudian - 7 
or West Indian registry for these old ships. a 
Mr. Haun: I have two questions. First of all, are only Canadian ships” 
allowed to trade between Canadian ports along the great lakes and the St 
Lawrence Seaway? 
Mr. MAcGILLIVRAY: No. This legislation would affect at the present time 
any British registry ship, and it may do this. ¥ 
Mr. HAHN: What about foreign ships not British or Canadian? 
Mr. MacGILuivray: No, they may not. 
Mr. Haun: Suppose an American ship carries a cargo to the head of thel ; 
lakes. Can they drop off cargo at Toronto or Hamilton on the way down? . 
Mr. MAcGILuivRaAy: No. a 
Mr. HAHN: Why is this? 4 | 
Mr. MacGruuivray: In the same way that this rule applies to foreign air 
lines, which may not carry a passenger between Toronto and Ottawa, for 
example. ; 
Mr. HAHN: You mentioned that the specific purpose of this was to prevent 
circumvention of the law by allowing old ships in effect to be given the status 
of Canadian registry. Why would this be detrimental if the ship could compa 
efficiently. Why do we prevent this? 
Mr. BALDWIN: I think there is a combination of interest involved. First) | 
of all, we would never have a modern fleet built up if this type of develop- 
ment took place; and in addition, you have the problem of the role of our own 
Canadian shipping industry. Every time an old ship comes in, we thereby 
restrict the possibility of a new ship being built in Canada. 4 
Mr. Haun: Do you know if these old ships are able substantially to und 
cut overseas shipping and transportation costs? 4 
Mr. BALDWIN: This would vary from trade to trade in my opinion, because 
some of the new built ships are highly automated and extremely efficient. But 
some of the older and heavier bulk trade, with little or more depreciation, 
can compete, and can cut their rates down lower. 
Mr. TUCKER: What is the age limit of ships which can receive Canadian 
registry before being referred to the Minister of Transport? i 
Mr. BaLpwin: All cases have to be referred to the Minister of Transport. 
There is no statutory requirement or regulation governing them. This has been 1 
a policy matter within the jurisdiction of the government and the minister 
ever since I. can remember. The standard period has been roughly five years 


ae 
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Mr. Tucker: And over a five Aan period you would take a sharper look 


mat it? 


Mr. BALDWIN: We would start to look at it more carefully; and when it 


comes to the 40 year old ones, we would not be too happy about it. 


Mr. TUCKER: What about those of from 10 to 20 years? 

Mr. BALDWIN: Well, these have been accepted normally, and our officials 
who advise the minister have tried to look at particular circumstances to see 
whether they are of benefit to a particular trade or industry and not detrimental 


to other aspects of Canadian shipping or shipbuilding. In cases where older 


ships have been allowed to have Canadian registry, regard has been had to 
developments in the Atlantic provinces. 


Mr. TUCKER: Suppose a ship were in good condition. Would it be toored 
upon by the minister as favourable? 


Mr. BALDWIN: That is why the restriction was limited to the great lakes, 


| because we recognized that in other areas there are cases where British registry 
_ vessels are performing a very important domestic service, and the great lakes 
| have always been regarded as pretty much of a Canadian preserve. 


Mr. CroussE: I wonder if for the benefit of the committee the deputy minis-— 


ter of transport could give us a little better idea of the countries and groups 
) which would be basically affected by this legislation, and the groups which 
| would benefit from it? 


Mr. BALDWIN: I do not think that any other country would be affected in a 


major fashion by this legislation because, as I have said, ships which have 
| moved on to Bermudian registry or to West Indian registry were engaging in 
| great lakes trade for instance, and were refused Canadian registry, yet in 
| many cases they were owned by Canadian corporations. But as far as benefits 
_ are concerned, I do not think I can say much more than I did in my attempt to 
| answer Mr. Hahn a few minutes ago. 


Mr. WincH: May I ask a question about the other side of the Sel 


_ What is the position under this if foreign countries who have very definitely 
incorporated Canadian companies cease to build ships in Canada to take 
| advantage of the 35 per cent subsidy and are removed outside of the Canadian 
registry? What is your position there? 


Mr. BALDWIN: I am not quite sure that I follow this, sir. The foreign com- 


| pany having built a ship in Canada places it on Canadian registry. That is your 
| point? 


Mr. Wincu: I know that since this shipbuilding subsidy came in, companies 


outside Canada have taken advantage of it by incorporating in Canada so as 7 
' to be able to build in Canada and have the benefit of the 35 per cent federal 
| government subsidy. My understanding is that after a certain length of time 
they can move them to foreign registry. 


Mr. MacGILuIvray: This is done by the maritime commission, not the 


department. I speak from general knowledge but my recollection is that they 
| are required to maintain their Canadian registry for a specified period of time. 


Mr. McNvuuty: Could I move that clause 35 be ae eeey 
Mr. Macauuso: I second it. 
Mr. Rock: Are you trying to eliminate ships in Canada which are over 


: 20 or 25 years old? Is this the intention of your department? 


Mr. MacGILuivray: Not so much to eliminate as to prevent the rapid in- 


crease that we were afraid was taking place. I may also have said that even 
with regard to newer ships. This is a point I should have made earlier perhaps. 
We were faced with a situation whereby Canadian operators said to us, “If you 
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let this go on, we will have no choice but to take some of our newer Canadian 
registry vessels and put them under West Indian or Bermuda registry”. 


Mr. Macauuso: It only deteriorates shipping more than it is now. 

Mr. WIincH: In the view of some it is not such a good idea for them to 
accept Liberian registry. 4 

Mr. Rock: There is no intention in your department to get rid of ships — 
which have always operated in Canadian waters which are over 25 or 30 
years old? 

Mr. MacGIuuivray: Not if they are safe. 

Mr. Macauuso: Mr. Chairman, I second the motion. 

The CHAIRMAN: Motion agreed to. 


Mr. MacGILLivray: We now come to clauses 2 and 30 regarding small 
boats. I went into this at some length in my introductory remarks and I do 
not know what further details would be needed at this stage. Basically, the 
purpose of clause 2 is to make it possible for us, in dealing with the licensing © 
of small pleasure boats, to make arrangements for some other agency, party 
or group, to engage in this licensing function on our behalf if arrangements 4 
can be worked out for this. Hitherto, this licensing function has been carried — 
out by the national revenue customs officers, but it is now becoming quite a 
burden to them. As I indicated at the outset, basically we feel that while there 
is a great public demand for increasing regulations in the pleasure boat field, — 
this is spotty and varies a great deal from point to point. The circumstances — 
in the western end of lake Ontario, for example, would be quite different from — 
the circumstances in the bay of Fundy or on the east coast of Newfoundland, a 
or on lake Winnipeg. a 

Therefore, our whole objective in both these clauses is to put ourselves in 4 
the position where we have the necessary statutory authority, since this 1 i 
a federal responsibility, not only to regulate but also to use agents in regulation, © 
the concept being that then the provinces, in their knowledge of the municipal © 
position, would act, if they so desired, in any given instance, based on the t 
powers that we could pass on to them under the Canada Shipping et. 

Clause 2 deals primarily with the licensing function, while clause 30° 
deals with the restrictions on certain waters. You might have a situation in i 
which a given municipality says they would like to have only outboards up. 
to 20 horsepower operate on these waters because it is too dangerous to have — 
others. Our whole objective is to co-operate with the provinces. We have met 
with them on several occasions. Quite frankly we have found that their attitude | 
varies a great deal; some are anxious to co-operate with us, others are a 
little reluctant to move on this, but there are at least some who feel they would 
like to be in a position to advise us on how these powers could be used on a 
local basis. If this legislation is passed, we would then be proceeding with 
some further provincial discussion to try and carry the matter a little further. 


Mr. Macauuso: I am very pleased to see these amendments to the ship- 
ping act as they appear in clauses 2 and 30 because, as Mr. Baldwin stated, 
these licensing regulations of small pleasure craft are long, long overdue. I 
know that in my own area they are going to cry out for more regulations and 
more licensing of small pleasure craft because in the years to come I think more 
and more people, as they become more affluent, will purchase small pleasure 
craft. - 

The thing I was a little concerned with, as to regards to discussions that have 
been carried out with the provinces, has already been answered by Mr. Baldwin. 

However, there is this matter of the licensing agency. Would the province 
concerned set up a licensing agency or would the municipality or county set 
up this agency? What do you have in mind as regards this separate licensing 
agency? a 


“aie 
a 


st 
‘i 


y RAILWAYS, CANALS AND TELEGRAPH LINES 659 


Mr. BALDWIN: I can speak in terms of our objectives, not what might 
actually happen. We feel it would be unwise for us to attempt to deal directly 
with the individual municipalities, that in so far as the position of a given 
- municipal area is concerned we should work through the province. Whether 

a province, in any such case, felt it was willing to take on a licensing function 

or not, or whether it wanted to have it done at the municipal level, would 

be for the province to determine. We have not seen any great enthusiasm 

in the licensing area at the provincial level. We ourselves have some feeling 
| that if there should be such a desire at the provincial level, they have already 
a ready made mechanism in the automobile licensing field which is much better 
for this purpose than our national revenue customs service. 


| Mr. Macauuso: I am very happy to see the department has a national 
policy as far as licensing and regulations are concerned. This puts an onus on 
the province to do something about it. I would be prepared to move the adop- 
tion of clauses 2 and 30. . 

Mr. Rock: Before that happens I should like to say that Iam not too happy 
about this since we have those opting out agreements. This is strictly a federal 
matter. Before adopting those clauses I would like to know specifically what 
their intention is. It is very difficult, when you have areas such as lake St. Louis 
and the great lakes where licensing right now is done by the federal govern- 
ment, to see it being given either to the provinces or to the municipalities in 
that area. These pleasure craft travel from province to province, therefore this 
should be strictly a federal matter, and the agencies should be under the fed- 
eral jurisdiction and they should stay under this federal jurisdiction, especially 
in view of these opting out agreements. In spite of the fact there is a trend for 
| the federal government to keep its jurisdiction in federal matters we now try 
_ to find ways and means of transferring this responsibility to the municipal and 
| provincial authorities. I think this should stay in the federal hands. 
| Mr. Haun: I disagree with Mr. Rock’s comments. There are areas such as 
Muskoka lake and lake Ontario used by a lot of boats, and those stay in one 
| province. Certainly, I could give you the example of the issuing of hunting 
| licences in the province of Ontario which is the provincial responsibility and 
| yet every corner gas station has been given the authority from the provincial 
| government to issue these licences. I see no reason at all why the existing 
| provincial or municipal authority cannot take over this job on behalf of the 
federal government. 

Mr. Foy: Those would be federal licences. 

Mr. Luovp: In the case of the city of Halifax, the city has actually complete 

' control over the operations of small aircraft as far as safety is concerned. There- 

- fore, there is already an operating agency in the case of the city of Halifax. 

| Lean visualize the kind of legal position in which you are regarding the offer- 

ing of co-operative advantages both to the municipality and the federal gov- 

| ernment without any giving away of federal authority. They will be acting 

| as an agency for you. 

. Mr. LANIEL: Mr. Chairman, the point brought up by Mr. Rock has some 

| validity as far as pleasure boats that would travel from one corner to another 

' are concerned. 

Mr. Foy: This is a federal licence. 

: Mr. Rock: We were not told these things. I am only thinking of the licens- 
ing part of it. I am not thinking of the other regulations concerning speed, 

power, and so on. I am thinking strictly of licensing and the power to license. 

| My thinking is that this should stay in the federal hands. 

| Mr. LANIEL: I do not agree with the latter part of Mr. Rock’s statement. 

' I think that if a small municipality becomes an agent of the provincial govern- 
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- ment in issuing licences, their authority should be limited ih Ane area. ae the 
municipality. I think there should be a provision, in the case of a cruiser, te sti 
example, which wanted to travel from lake St. Louis to lake Ontario, which — 
would take care of some kind of a process for obtaining the licence directly from. ‘ 
the federal government. RS 


Mr. MAcGILLIvrRAyY: I think the answer is that because the statutory au homme 
‘ity is the federal authority, the basic legal authority will be vested at the 
federal level and we would be then in a position to prevent a parochial approach — 
to licensing which would prevent the licensing of a cruiser going from lake 
Ontario to lake St. Louis. “dl 


Mr. LANIEL: The only thing you would permit is for the municipalities ; 
or provinces to restrict their regulations rather than to extend them in com-— i 
parison to the standard of the federal government regulations. | 


The CHAIRMAN: Are clauses 2 and 30 agreed to?  . 


Clauses agreed to. “a 

Mr. BARNETT: It does seem to me, in the light of the fact that our frien 
here seems to be exercised on this matter, it is clear, on reading this clause, | 
that the authority for making regulations still rests eile the governor in council. a 
I might suggest that there is a long standing parallel to what I envisage might 
develop in that the federal government has had arrangements in regard to the f 
jurisdiction over inland fisheries for many years. However, as I have noted, 
in every case any proposed regulations have to be validated Hy a federal order. a 
in council. I would like the deputy minister to make it quite clear that that © 
would be the kind of practice that might develop in connection with licensing 4 
My parallel is to the federal governor in council passing regulations in respect 
of inland fisheries. at 


Mr. MacGInuivray: Yes, in the way the provinces would like them to 
passed, but still on a national basis of approach which would prevent a 
unfairness in the treatment of individual provinces. a 


Mr. BARNETT: I have one related question. In his introductory remarks thet 
deputy minister made reference to the fact that a number of years ago there 
was a lengthy discussion which took place after which authority was granted — 
for the issuing of licences to operators of small boats. I understand that this 
has been held in abeyance ever since. I am wondering whether the department 
may have in mind that if this proposed change is implemented in respect of the 
licensing of boats through agents it might result in a feasible method of ica 
operators’ licences. : 


Mr. MAcGILLIvRAY: The answer is yes, this is part of the same pattern. wal 
have come to the conclusion it would be a very difficult task to establish a fedeka 4 1 
machinery for the licensing of small boat operators, but basically this could be 
done through provincial or local authorities if the need arises. a 


Mr. Macatuso: You will have further discussions with the provinces? i 


Mr. MacGILuivray: Yes. For example, British Columbia has been one of 
the provinces which was very interested in this. ae by 


Mr. Crouse: I must confess at this stage in our discussions I am personally 
a bit confused having listened to Mr. Rock’s presentation. I read in the act that 
you are going to prescribe that records be kept and returns be made by licence 
issuers. Is it still the intention of the Department of National Revenue, which 
governs the customs officers, to issue these licences? Is this your plan unde r 
this act? iB 

Mr. MACGILLIVRAY: The present system of licensing of small boats nem of 
operators—by customs officers will continue unless and until something new 
develops as a result of the discussions with the provinces, in which case it mist it 
be varied. A), 
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- -‘Mr. Crouse: Then at the moment it is still the intention of this act to have 
4 the licences granted only by the customs officers? 


Mr. MacGIuuivray: That is right. 


a 
; Mr. Crouse: Supplementary to that then, you are planning to carry on 
negotiations with the provinces relative to each one taking over the licensing 
and the policing? 
~ Mr. MacGiuivray: The policing is now taken care of, in part, in the sense 
that any police officer, whether he is at the municipal, provincial or federal 
level, has a responsibility in this regard, and any municipal police force can 
undertake that responsibility. As Mr. Macaluso indicated, the harbours com- 
mission is doing it in Hamilton. This would not change. This would give us a 
- complete jurisdiction over the licensing of operators, boat licensing and the 
restriction of the use of boats in limited waters, in the sense that we have it 
- now. In another sense, this would be done through an agency. We lack the 
_ power now for this agency relationship. If we get that, we would then propose 
_ to discuss this with the provinces, but nothing can be forced down their throats. 
- Where they see a need exists, we will be able to say to them, “Here we have 
| the statutory authority, you may exercise it on our behalf subject to the approval 
_ of the general conditions.” | 
| Mr. Rock: Mr. Chairman, I wish to submit a few things so as to more 
| or less wake up some of the members of this committee to the demands made 
by the public. First of all, there have been demands that the federal govern- 
) ment should build marinas in many inland and coastal waters. There have also 
| been demands by many owners of these pleasure craft that the federal govern- 
' ment should look after the lakes and streams through which they pass and 
for which they are licensed by the federal government. The federal govern- 
‘ment has been asked to clear rocks, look after the level of certain waters for 
| navigational purposes. I believe this is an indirect way for the Department 
| of Transport to wash their hands of this local matter which is the concern 
| of every owner of a pleasure craft. Once the municipal or provincial gov- 
| ernment takes over, then, when it comes to dealing with these matters, the 
ie federal government can say it has nothing more to do with clearing those 
| areas of rocks or looking after the water level because this comes under 
provincial or municipal jurisdiction. This is what concerns me. 
If you allow this licensing to be taken over by municipal or provincial 
authorities, the federal department will wash their hands of all those respon- 
sibilities. This is one of the real reasons behind those clauses, I submit. In 
the past two years this department and the Department of Public Works have 
' received many demands to do these jobs. They have found ways and means 
| of refusing, and once this is passed they will have a good reason to say no. 
'I am against it. 
Mr. Macatuso: Mr. Rock may have a problem in this regard, but I think 
| this is different altogether. Mr. Chairman, there is a motion. 
| Mr. Haun: I just want to make absolutely certain that I understand the 
| provision here. It is my understanding that the federal government will make 
| the rules and regulations for licensing and that all we do by this legislation 
| is to enable the federal government to have somebody else do the mechanical 
| act of issuing a piece of paper and collecting the money. 
Mr. Barnett: Are we dealing with clauses 2 and 30 together? 
The CHAIRMAN: That is right. 


Mr. BarNETT: I would like to ask a question. I was waiting until we 
finished with clause 2. I assume clause 30 is an amplification of the power 
granted under the present subsection 4 of section 645. What I would like to 
_know is whether, in the application of clause 30, the same question of advanced 
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co-operation in dealing entirely through provincial authorities is involved as — 
in respect of the matter of licensing. Perhaps I could give you a specific ex- © 
ample. One of the municipalities in my constituency, I know, is quite con- — 
cerned that a certain regulation should be put into effect on the manner in © 
which navigation and use of immediately adjacent waters is carried out by | 7 
ships and aircraft. a 
I would like to be clear whether in that kind of a situation the municipality — 
would have to deal with the provincial authorities or whether they could — 
approach directly the federal government either through the minister or the — 
local member in respect of having regulations set up for that particular body ~ 
of water. % 
Mr. BALDWIN: Well, sir, the particular clause to which you made reference, — 
clause 30, if approved, would make it legally possible for the federal government — 
to deal directly with this subject of restriction for a given bay or municipal © 
area by approach from the municipality. If it wanted to, the federal government — 
could do that. But, as a matter of policy, we feel before the federal government — 
reaches any decision it should deal directly with the municipality since they are ~ 
creatures of the province. I think we would be well advised to discuss it with — 
the provincial government just to see whether or not they would be prepared — 
to assume some responsibility as a channel for dealing with this municipality’s . 
request and for co-ordination purposes. I think the answer is we would still J 
hope to work through the province but if, in a given case, there was an over- — 
powering argument for doing something and the province did not want to — 
co-operate the governor in council could deal with the situation directly. 
Mr. Luoyp: But, the essence of control lies in the fact that the municipali- — 
ties are legal creatures of the provinces, but as any power flows from provincial — 
authority you would have to work through the province, in any event. . 
Mr. BARNETT: We are all aware that certain harbour areas are under the | | 
control of harbour commissions, which are empowered under their authority 
to make regulations and enforce them in respect of controlling the use of waters — 
within their harbour area. But, I am referring now to seacoast waters. There — 
are many other areas where no local harbour commission exists. In fact, I think 
I raised the question not long ago in respect of setting up smaller harbour _ 
commissions, and this may be one of the areas I had in mind. But, what I am 
getting at is this. Here is a situation, in effect, of putting ina control parallel 
to the kind of control exercised by the harbour commission by direct action ofa 
the Department of Transport; and other than the kind of normal representations — 
a village commission might make about the need for a new post office building — 
or something of that sort I do not see that the question of their being creatures — 
of the provincial government is necessarily involved. I would like to make sure © 
that we are not going to have to sit back and wait for a long series of pressures - 
to be built up through provincial authorities before any action can be taken. — 
Mr. BALDWIN: We propose to call a provincial meeting if or when this 
legislation is approved to discuss these various factors and obtain their reaction. — 
Mr. Luoyp: The residual power to act lies with you. 
Mr. BALDWIN: Yes. 


Mr. Rock: Mr. Chairman, I would like to move an amendment to the 
motion to the effect that this not be adopted until the Minister of Transport 
returns. I think I am entitled to do this because there are other programs that 
we have in mind and this will conflict with them. I want to ask the minister 
some questions, and I think I am entitled to do that. 4 

The CHAarRMAN: Mr. Macaluso has moved, seconded by Mr. Lloyd, that 
clauses 2 to 30 carry. . 

An amendment has been suggested by Mr. Rock. 
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Mr. Rock: I asked that we not adopt this until the minister returns. 
The CHAIRMAN: Have I a seconder for the motion? 
Mr. Crouse: I will second the motion. 


The CHAIRMAN: It has been moved and seconded that these clauses be 
stood. 


Mr. LANIEL: Mr. Chairman, I do not see how this can prevent us from 


-adopting these clauses. Anyone would still be in a position to put questions. 


Mr. Rock: I want to put questions to the minister. 

Mr. Lanreu: Mr. Chairman, I think these clauses could be adopted and 
questions could be put to the minister afterward. 

Mr. Rock: But, after you have adopted the clauses you cannot withdraw 
from the adoption of them. It may prove to be a very dangerous procedure. 
Once I have made my feelings known to you outside the committee you will 
realize what I am speaking about. There are other committees in which you 
are not taking part and you are not familiar with some of the problems 
involved. 

Mr. Wincn: Mr. Chairman, a motion to lay on the table is not debatable. 

The CHAIRMAN: Are you ready for the question? The question is on the 
amendment, that we stand clauses 2 and 30. All those in favour? Contrary, if 
any? 

Motion agreed to. 

Mr. Wrincu: Mr. Chairman, could we adjourn until 2.30? 

The CHAIRMAN: I would suggest that we sit a little later because I have 
no hope that the members will return this afternoon. 

Mr. Wincw: I understand that a delegation is here all the way from 
Vancouver. 

The CHAIRMAN: And, there is another delegation which has not arrived 
yet. 

We will be sitting tomorrow morning at 9.30. It was my hope that we 
would sit until 1 o’clock today. 

I have had considerable difficulty in this particular committee in getting 
the members to return for an afternoon session. We all realize that the orders 
of the day will not be over until possibly 4 or 4:30. They are discussing the 
labour bill this afternoon. I am sure it will be very difficult to get a quorum. 
As I say, I have experienced this trouble in the past. 

Mr. Cowan: Did I hear Mr. Baldwin suggest that if this legislation passed 
they were going to hold a provincial conference after? I know he is not a 
cabinet minister. I just cannot understand their holding a provincial conference 


| after the legislation passed. I thought they held it before and then told the 


members of parliament about it. I congratulate you, Mr. Baldwin. 
Mr. Macatuso: Mr. Chairman, on the last vote I was under the impression 


! that it was six and six. 


The CHAIRMAN: No, it was six and five. 

Mr. Macauuso: I do not think that Mr. Foy was counted. 

Mr. Rock: Some did not vote. 

Mr. Barnett: Mr. Chairman, I think it is the normal right of any member 


to address policy questions to the minister. 


Mr. Macauuso: I guess I was confused. 
Mr. Wincu: Mr. Chairman, if I read my notes correctly, the only other 
single matter which could be discussed without hearing from the delegations 


is liability in law. Safety standards in respect of fishing vessels have to wait 


until the delegation arrives. 
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Mr. Batpwin: I was not aware that there were delegations in respect 
fishing vessels. But, Mr. Chairman, I think we would be in a position to g 
ahead with clause 29 and the remainder of the clauses from 31 to the con-— 
clusion of the bill, if you so desire. wg 

Mr. WINcH: Are you referring to these as the minor Houeei enue itemstal 

Mr. BALDWIN: Well, the TEP, clauses are fairly important, though very i 
involved. 4 

Mr. WincH: Mr. Chairman, I have another appointment. I did not antici- 4 
pate we would go beyond 12.30. 

The CHAIRMAN: Well, I am in the hands of the committee, but I think it 
would be helpless to sit this afternoon. 


Mr. Rock: Mr. Chairman, we have not very much time left for lunch hour} 
There are certain duties and business we have to attend to before 2.30, a 
we have to have our lunch. i 


The CHAIRMAN: That would mean we would be unable to sit until 9. 30 
tomorrow morning. | 


Mr. Rock: Why do you say that? 
The CHAIRMAN: I have just said it. 
Mr. WINCH: Do you mean that we will be unable to get 12 members 
at 3.30? i 
The CHAIRMAN: Orders of the day will not be finished then. 4 
Mr. Rock: Why not? There are no more filbusters. a 
Mr. Foy: Mr. Chairman, may I suggest that we try to obtain a quorum, 
Mr. Rock: I suggest we adjourn until 3.30. a 
Mr. Luoyp: Mr. Chairman, why do we not sit until 12.30. There are still | 
five minutes left. ¥ 


Mr. WINCH: We are starting a new subject, which Mr. Baldwin says F 
is very complicated. 


Mr. Macauuso: Mr. Chairman, may I suggest we reconvene at 3.45. 


Mr. WincH: If delegates are here from as far away as Vancouver and ‘ 
we cannot get 12 members out of 60 for a quorum this afternoon something 
is wrong with the members of the house. 


The CHAIRMAN: It seems to be the wish of the committee that we meet 
this afternoon. We will meet at 4 o’clock. ‘q 


Mr. WincH: Mr. Chairman, I move we adjourn until 4 o’clock this after- ' 
noon. a 


7 a 


Mr. Macauuso: If there are delegations we should be here. a 
Mr. WincH: The delegation arrived yesterday and they have been sitting. 
waiting for us to proceed. a 


AFTERNOON SITTING 


The CHAIRMAN: Mrs. Rideout and gentlemen, I would ask Mr. Baldwin 
to indicate what group of clauses we might take up this afternoon. I might | 
say that it is the intention to hold clause 4 until tomorrow. I already have 
spoken to interested parties who are agreeable to this procedure. We would 
also hold clauses 2 and 30, and then take up the proposed amendment of the 
minister on the flag. We might take up another group of clauses now, and I 
would ask Mr. Baldwin to take over. i] 


Mr. BALDWIN: If it is suitable to the members of the committee, I would 
suggest that we take up clause 29 which is a clarification section. If it is 
your wish, I would ask Mr. MacGillivray to explain that. ea. 
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Mr. MacGruuivray: The purpose of this clause is to revoke sections 608, 
609 and 610, and to replace them by a single short section. 

Section 608 of the act prescribes the conditions under which a ship shall 
or shall not pay harbour dues. Section 608 prescribes the frequency of pay- 
_ ment. Section 610 specifies dues payable for anchorage in the harbour. The 
: actual amount of the dues already is set by order in council. 

h The object of this amendment is that these things—the frequency with 
which dues are to be payable and the amount that is to be paid for mooring 
or anchoring—may also be set by order in council so that we can keep up 
- with the economic conditions and have realistic dues. : 

Mr. Wrincu: I know I should have checked this, but I did not have time. 
| What is the definition of a vessel? That would not include fishing boats or 
| tugboats? 

Mr. MacGItuivray: It does. These would be included in the definition of 
| a vessel or ship. A vessel is the widest possible term. Anything that is used in 
| navigation is a vessel. 

Mr. Wincu: Is there any charge made on fishing boats using the harbours? 
Mr. MacGiuuivray: I think the normal thing is to exempt fishing vessels 
| from harbour dues. 

. Mr. Wincu: Is this applicable when a fishing boat docks at a marina 
| or a fishing dock, once it ties up, let us say, for example, at the fish dock at 
| Vancouver, where there are very grave questions about the charges? 


| Mr. BALDWIN: That would be a different type of charge called wharfage. 
| These are harbour dues, paid specifically for use of harbours. 
| Mr. Macauuso: The charges in here are in respect of public harbour 
/ and do not include any harbours set up, say, by a harbour commission? : 

| Mr. BaLpwin: No. At present this would only include government har- 
| bours. It would apply to each public harbour under the act but not to a 
| commission. This would not apply to the national harbours board either. 
Clause 29 agreed to. ! 

| Mr. BaLpwIn: Clauses 31 and 34 inclusive deal with questions of limi- 
tation of liability. I would suggest that these might be taken up as a group, 
'and I would ask Mr. MacGillivray to explain them. 

f Mr. MacGiuuivrAy: This group deals with the limitation of liability of 
| owners of ships. The last time the act was amended in 1961 a number of 
_amendments were introduced to sections 657, 658, 659, 660, 661 and 662. 
| Those amendments were made in order to give effect to the provisions of an 
‘international convention on the subject which had been signed at Brussels 
| in 1957. Some of the provisions of the convention were covered in 1961. 
|The principal one was an enlargement of the ship owner’s liability. 

The provisions with which we are dealing here are to carry out the 
| remainder of the provisions of the convention and bring them into our law so 
| that we may ratify the convention. 

Clause 31 provides for priorities in the distribution of the limitation fund. 
| I should have added that these amendments have been recommended to the 
department by the Canadian Bar Association and the Canadian Maritime Law 
Association, the latter representing owners, underwriters, cargo interests, and 
so on. When a ship owner claims a limitation of liability, the limitation fund 
is set up. Clause 31 provides for the priorities in the distribution of the limita- 
‘tion fund; that is, a portion goes first to the life claims, and then another por- 
tion goes to the property claims. The portion which goes to claims in respect 
of loss of life is twenty one thirty-firsts, and ten thirty-firsts go to payment 
of property damage claims. If the twenty one thirty-firsts is not sufficient to 
pay out all the life claims, the persons with the life claims rank pro rata with 
the property claims in a share of the ten thirty-firsts, the smaller portion. 


a 
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Subclause (2) of that clause provides that the court may postpone distribu- q ‘, 
tion of any part of the limitation funds until the result of actions taken outside — 


Canada is determined. All actions against a ship arising out of a collision on 
the high seas might be commenced in several countries. One of the purposes 
of the convention is to say that there would be only one single lability amount 
and that suit on this liability could be brought in various jurisdictions, but the 
total amount payable out still would be the same. Therefore, if an action is 
brought in a European country and also one in Canada, in making its distribu- 
tion the court would postone the distribution until the foreign claims had been 
determined in respect of the amount. 

Mr. Haun: This clause implements a convention of 1957? 

Mr. MAcCGILLIVRAY: Yes, sir. 

Mr. Haun: Why were these changes not incorporated in the changes made 
in 1960? 

Mr. MAcGILLIvRAy: We had to consult with the interested parties in Canada 
to see whether they would want the convention ratified. In 1961 we got a 
portion of it in. I think the principal reason for not covering the whole con- 
vention at that time was that we ran out of time in trying to draft the amend- 
ments in order to have them ready for parliament. We put in the most es- 
sential one; that is, the one which increased the amount of liability of the 
limitation. 

The CHAIRMAN: Are there any further questions on clauses 31 to 34? 


Mr. WINCH: Yes, Mr. Chairman; I have one. I am rather curious in nature. 
In view of the recent declaration by General De Gaulle about gold and the 
gold standard, does that have any bearing on this clause which has to do with 
the payment of gold francs, or is it an international agreement and no matter 
what gold may be at today, the value of the gold franc is the same interna- 
tionally? 

Mr. MacGILuivraAy: The reference to amount is stated in francs, and that 
figure already is in the act by reason of the 1961 amendment. The reason for 
stating it in francs is to achieve a direct uniformity throughout the world in 


respect of the amount. For instance, until we made this change, the figure in — 


the United Kingdom was 15 pounds and in Canada it was $72.97. Now all ‘of, 
the countries that accept this will have it expressed in gold francs in their 
legislation. 


Mr. WincH: Are we affected in any way by the events in these last | 


three weeks? I am going by General de Gaulle’s statement on the gold standard 
and the gold franc. Does it have any effect? 

Mr. MacGI.Luivray: I do not think so. 

Mr. BALDWIN: It is recognized as a good international monetary unit to 
be used as a standard basis no matter what happens. It also is the recognized 
unit that is used in a number of international conventions. The Warsaw Con- 
vention dealing with limitation of liability in the aviation field also is based on 
the gold franc and has been for years. 

Mr. WINcH: There is the same relationship in every country regardless of 
how it goes up or down? 

Mr. MacGI.Luivray: Yes, so long as the United States price of gold is 
$35 an ounce the value in United States cents is 6.33 per franc. 

Mr. WINcH: You will not have any difficulty unless the United States 
changes the price for gold. 

Mr. MacGiuuivray: If it increases it, the amount that would be payable 
under this would be increased. 

Mr. WINcH: In the same amount? 
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Mr. MacGI.uivray: Yes. 

Mr. Wincu: In respect of clause 34, may I ask for an explanation of the 
a comment under (d). Under new clause 34 the purpose of the amendment is 
Re to permit the release of an arrested ship, and so on, and when you get down 
to (d) it is provided that where such security has been given and is available 
to the claimant no judgment or decree for his claim may be enforced. 

How do you explain a judgment or decree which cannot be enforced? I do 
not quite understand it. 

Mr. MacGrutivreay: I think it should have said that it may be enforced, 
otherwise than against that security. When a ship owner has put up security 
and is found liable, this judgment will be satisfied out of the security which 
me he put up, and the judgment will not be enforced by seizure of the ship. 

ie The CHAIRMAN: Shall clauses 31 to 34 carry? 

ae Clause 31 to 34 carried. 

Mr. BALDWIN: This morning the committee approved of clauses 6 to 28 
dealing with the international convention of the safety of life at sea. At that 
time I should have mentioned that clause 36 was included in that batch, and 
should have been mentioned at that time. 


On clause 36. 

Does clause 36 carry? 

Carried. 

Did you say clauses 6 to 28, this morning, Mr. Baldwin? 

Mr. BALpwin: Yes, but I should have said clauses 6 to 27. 

The CHAIRMAN: What is next? | 

Mr. BALDWIN: I suggest with your concurrence that we next take clauses 
3 and 5, which deal with the certification of officers of fishing vessels, and 
perhaps Mr. Morrison from the department, will explain the purpose of this 
clause and the objectives we have in mind. 


pel Capt. W. S. G. MorRRISON (Superintendent, Nautical Examinations, De- 
partment of Transport): The basic purpose of this section of course is to 
attempt to provide increased safety for fishing vessels. Over the years there 
have been a number of accidents, and by analyzing those accidents we esti- 
mate that possibly three quarters of them were preventable. For example, we 
found that in 247 cases over a period of 13 years it appeared that faulty navi- 
gation had caused the accident. 

Mr. Cowan: Are you speaking exclusively of salt water now? 

Mr. Morrison: No, I was talking about accidents right across the country. 


Mr. Cowan: You have no division between salt and fresh water? 
Mr. Morrison: No. We have included them all in one group. Over a num- 
ber of years there have been various recommendations made by courts of 
formal investigation into accidents to the effect that masters and mates of 
fishing vessels—certainly of the larger fishing vessels—should be certified in 
order to ensure that they have some degree of knowledge of seamanship and 
navigation, especially in such basic things as the rules of the road for keeping 
- out of the way of other vessels. 
In clause 3 the larger fishing vessels measuring more than 100 tons gross 
would be required to be provided with a certificated master. For the past 
five or six years there has been a considerable increase in the number of 
larger steel-stern trawlers and so on built, and we think it is appropriate at 
this time to bring in this type of requirement. 

There has been extensive consultations with the industry. Back in 1961 
discussions were held at various points including Vancouver, Winnipeg, Hali- 
fax, Quebec, Montreal, and St. John’s, Newfoundland, just to mention a few 
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of them. The fisheries council of Canada, which is a representative organiza- _ 
tion of fishing vessel owners, appears to be in agreement with the proposals — 
which have been discussed with them regarding various certification require- q 4 
ments, for example, as to age limits which would be required, and the various ~ 
items in the syllabus for the examination. I think that about covers the in- 
troduction of it. 


Mr. WincH: Might I ask a question? I presume for these three: men, — 
whether it be a master of a fishing vessel over 100 tons gross, or whether it — 
be an owner-master, or whether it be a master operating for a company, that a 
the same regulations would apply in each case? 4 

Mr. Morrison: The same regulations would apply, sir. 


Mr. WINcH: Could you give us any information on the number over 100 
tons gross, and those under, and as between the gill net or the trawler, and 
the dragger? Just where does the 100 ton gross actually start, in normal terms 
which laymen might understand? 

Mr. Morrison: It is difficult to get up to date figures. According to the 
latest figures, generally speaking fishing vessels over 100 tons gross would be 
getting into a large class of fishing vessels, which would most probably be — 
trawlers or draggers, that is, of 100 tons and up. 1 

They do, for example, go up to about 400 tons, which I believe is the — 
largest one we have had as yet. But the majority of vessels, especially on the 
west coast, would be under the 100 ton gross figure. We estimated that in 
the 1961-1962 financial year, the latest year for which there are statistics 
available, in British Columbia there were 84 vessels over 100 tons gross. This a 
is only a very small number compared with the thousands of epee vessels _ 
across the country. a 

Mr. WincH: Although I have no definite knowledge, but because I think — 
it is rather important, I would like to ask you whether, for the west coast of — 
Vancouver island and up the Hecate straits—which are dangerous waters— 
there are any types of certification or examination in view, because there are 
perhaps half a dozen men on each of the boats which are under 100 tons. 

Mr. Morrison: At the present time, sir, there is no requirement for the 
master or the mate of any vessel which is solely employed in fishing to hold — 
any certificate or any qualification whatsoever. j 

Mr. WincH: As long as it is under 100 tons, and as long as the vessel is ~ 
operating? x 

Mr. Morrison: This proposal in clause 3 would bring in the requirement ~ 
that if the vessel measured 100 tons gross or more, then she would have to 
have a properly certificated master. - 

Mr. Haun: Mr. Chairman, if those masters are not certificated but are _ 
masters of ships over 100 tons, would they not be given a time period in which 
to qualify themselves to retain their command? a 

Mr. Morrison: What is intended is that those who are already sailing in ‘ 
command of the various fishing vessels would be issued what is called a 
certificate of service. This would be issued to them without any examination + 
whatsoever. They would simply have to produce a letter from the owner of 
the fishing vessel or from some recognized person stating that they have been 
sailing as masters of fishing vessels for a certain period of time, and auto- i 
matically these men would be issued this certificate of service which would — 
entitle them to continue in their employment until the end of their lives. j 

Mr. HAHN: Would it not be desirable to conduct an examination of these 
people to see if there are gaps and deficiencies in their training, and to make 
provisions to have them update themselves in order to retain their commands? — 
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_ Mr. Batpwin: This was considered at length in the Senate hearings as a 
‘y matter of fact, but the basic principle eventually adopted was that while we 
‘ - should not lose sight of that objective, possibly we should not make it com- 
B pulsory, and that our real objective should be to accept the situation as it is 
now so that no one would lose his livelihood, and to make it possible to Prue 
in a certificated class. 


i 3 _ Mr. WincH: Does this mean that everyone who has had a certain amount 
of experience and a certain number of years is going to get a certificate, and 
- that it will be automatically granted to him? 

? Mr. BaLpwin: Yes. That is taken care of in clause 5(1) (b). 

i Mr. WincH: Clause 5(1) says: 

a The governor in council may make regulations respecting the cer- 
tificates of competency and service to be held by masters and mates of 
fishing vessels, including regulations prescribing, 


“ 


x Does this mean that perhaps it will differentiate between those who are 
4 strictly operating within the coastal waters of British Columbia and those who 
_ will go outside? Is that why you have a differential in the types of certificates _ 
for master and mate? If you are a master you are a master, and if you are 
‘a a mate you are a mate. Does that mean that if you are only operating in 
- inland waters it will be of one type, but if you take your vessel outside ter- 
oe ritorial limits you will require something different to qualify as master or 
i mate? 
« Mr. Morrison: The original proposal circulated to the industry contained 
_ three types of certificates; first of all, there was a certificate as a mate which 
. ‘would allow him to be a mate anywhere; secondly, a certificate as an inshore 
i master which would be good in inner waters, as it were; and thirdly, a senior 
_ type of certificate which would allow him to take his fishing vessel anywhere . 
within the waters normally fished. 
a Since that original proposal was circulated, the lower limit of required 
4 certification has been increased from 25 tons gross to 100 tons gross. ites 
_ intended that there should be further consultation with the industry before 
- implementing any regulations. As a result of this increase from 25 tons gross 
to 100 tons gross I rather doubt whether there is any necessity in having two 
"different types of master certificates, because if the requirement is only for 
over 100 tons gross, then this automatically means the larger fishing vessels 
Me Bechich are, to the best of my knowledge, all employed in deep water fishing, 
_ in offshore fishing. So there is no apparent need, as we see it now, for having 
4 a lower grade certificate for, say, the great lakes or the inshore waters. 
4 Mr. WrincH: Does that mean that basically there will be no difference, 
under this plan, between the qualifications for a masters certificate on inland 
_ waters or outside? 
Mr. Morrison: No, there would not be. 

Mr. WincuH: By inland waters I am referring now specifically to the British 
Columbia coast where you are within the three mile limit, which has now been 
_ extended to a twelve mile limit. 

a Mr. Morrison: No, there would be no difference, so long as thes vessel 
oe rates over 100 tons gross, when she must carry a certificate of master. 
Mr. WincH: Whether it is in the 12 mile limit or outside? 

Mr. Morrison: It does not matter where she fishes. 

Mr. GRANGER: Most of my questions have been answered, but I would just 
_ like to ask the following one: Am I right in assuming that the certificate of 
service which you give is based on the fact that the man has been in this 
_ business for some time, has a great deal of practical knowledge and has proven 
_ his capacity to be master of the ship engaged in fishing? 
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Mr. Morrison: Yes, this is the approach to it. 


Mr. GRANGER: Might I ask one other question with respect to small vessels 4 
engaged in a home-trade voyage activity; do they come under the same regula- — 
tion or is this regulation confined solely to those engaged in fishing? I was 
thinking of the small type of coastal vessel which engages in coastal activities, a 


and these are usually small ships. 


Mr. Morrison: These are dealt with partially in clause 3(b) (ii) which 4 


reads as follows: 


...are principally employed in fishing, do not carry passengers and are % 
employed on waters within the area within which a home-trade voyage 4 


may be made. 


Is this the type of vessel you are speaking about, which spends so much ~ 


time fishing and so much time coasting? 
Mr. GRANGER: And there are some which spend all their time coasting. 


Mr. BALDWIN: Those are dealt with under a separate act and under separate ‘ 


regulations. 


Mr. Crouse: Mr. Chairman, the witness has stated that the vessel owners — 
are in agreement on the changes proposed in this act. In view of the impact — 
that this is bound to have on coastal fishing fleets I wonder if you could tell the ~ 
committee some of the names of the firms with whom consultations were held. — 


How wide was the inquiry relative to these changes? 


Mr. Morrison: Yes. This was discussed in general with the fisheries , 


council of Canada. In Newfoundland it was discussed with the Newfoundland ~ 


Fish Trades Association. In Nova Scotia it was discussed with the Acadia 
Fisheries of Mulgrave, the Booth Fisheries of Petit de Grat, the National Sea ~ 


Products, both the 40-Fathom Division and the Sea Seald Division, the Zwicker 
Company of Lunenburg, Ritcey Brothers in Riverport, the Lunenburg Sea 
Products Limited, and Adams Knickle of Lunenburg. 

Mr. Crouse: Might I ask whether you received concurrence from these 
different companies with the changes that are proposed in so far as they apply 
to masters, mates and engineers? a 

Mr. Morrison: Yes, indeed. As a matter of fact I understand that the 
consensus of opinion in Nova Scotia is that we do not go far enough in our 
requirements under the proposed regulations. 

Mr. CrRousE: Was any question raised with regard to clause 4, subclause 
2(a) which deals with engineers of small ships? 

The CHAIRMAN: We have not yet come to it. 

Are clauses 3 and 5 agreed to? 

Clauses 3 and 5 agreed to. 


On clause 37. 

Mr. BALDWIN: Clause 37 is a clause which provides that certain sections of 
this bill shall only come into force on proclamation by the governor in council. 
Basically this would apply to the sections which deal with the international 


convention on safety of life at sea, the clause that we have just been discussing 


regarding the bringing into effect of new regulations regarding fishing vessels 

and the great lakes cabotage section. The reason for asking that there be some 

delay in making these effective is the fact that in each case we must have 

further consultations and get regulations ready before they can be implemented. 
Clause 37 agreed to. 


On clause 1—Cargo ship. 
The CHAIRMAN: Clause 1 is a definition clause. Are there any questions? 
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Mr. MacGiIuutivray: I have just one explanation. All of the definitions affect 


4 clauses 6 to 27, and not the other clauses. 


Mr. Macatuso: We have already adopted this. I move that clause 1 be 
approved. 

Clause 1 agreed to. 

The CHAIRMAN: It is a little early to adjourn. I thought we would spend 
the whole of this afternoon on these clauses but the committee has been very 
efficient. We are now holding back clauses 2 and 30 until the minister is here 


~ tomorrow. We will then consider the very important clause 4. I understand 
that Mr. Cook has a very important brief which could be read this afternoon. 
Tomorrow we will have the boat owners. 


Do you want to deal with the flag clauses now? 

Mr. Macauuso: The minister has already spoken about them this morning; 
we could deal with them now. 

The CHAIRMAN: A member of the committee should make a motion. 


Mr. Macauuso: I move: 
That Bill S-7, an act to amend the Canada Shipping Act be amended 


(1) by adding thereto, immediately after clause 1 thereof, the following 
clauses: 
2. Section 87 of the said act is repealed and the following substituted 
therefor: 
Penalty for unduly assuming Canadian character. 

87. (1) If a person uses the national flag of Canada and assumes 
the Canadian national character on board a ship owned in whole or 
in part by any persons not qualified to own a Canadian ship, for the 
purpose of making the ship appear to be a Canadian ship, the ship - 
is subject to forfeiture under this act, unless the assumption has 
been made for the purpose of escaping capture by an enemy or by 
a foreign ship of war in the exercise of some belligerent right. 


Burden of proof. 

(2) In any proceeding for enforcing any such forfeiture the 
burden of proving a title to use the national flag of Canada and 
assume the Canadian national character shall lie upon the person 
using and assuming the same. 


3. Section 89 of the said Act is repealed and the following substituted 
therefor: 
Penalty for acquiring ownership if unqualified. 

89. If an unqualified person acquires as owner, otherwise than 
by such transmission as hereinbefore provided for, any interest either 
legal or beneficial, in a ship using the national flag of Canada and 
assuming the Canadian national character, that interest is subject 
to forfeiture under this act. 


4. Subsections (1) and (2) of section 91 of the said act are repealed 
and the following substituted therefor: 

National colours for ships, and penalty on carrying improper colours. 

91. (1) The national flag of Canada is hereby declared to be 
the proper national colours for all Canadian ships and all ships and 
boats that would be registered in Canada if they were required to 
be registered at all, belonging to any British subject resident in 
Canada, except in the case of any ship or boat for the time being 
allowed to wear any other national colours in pursuance of a warrant 


‘ 
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from Her Majesty or under regulations 1 which may he made by the 
Governor in Council. a 


Offence and penalty. 4 
(2) Where a ship or boat described in subsection (1) flies 4 
(a) any distinctive national colours other than the national flag of 
Canada; or 
(b) the colours or pendant canals carried by Her Majesty’s chipel 
or any colours or pendant resembling the colours or pendant of | 
Her Majesty, without a warrant from Her Majesty or pursuant — 
to regulations made by the governor in council, q 
the master of that ship or boat, or the owner thereof if he is on — 
board, is guilty of an offence and liable on summary conviction to — 
a fine not exceeding five hundred dollars or to imprisonment for a _ 
term not exceeding six months or to both such fine and 
imprisonment. 4 
and by renumbering clauses 2 to 37 accordingly. 


(2) by striking out clause 40 thereof and substituting therefor the following: q 
40. (1) Section 1, sections 9 to 30 and section 39 of this act shall — 

come into force with respect to Canadian ships, and with respect to ships © 
registered in any other country on a day or days to be fixed by proclama- ~ 

tion of the governor in council q 

(2) Section 6 and section 38 of this act shall come into force on a 

day or days to be fixed by proclamation of the governor in council. 7 


My suggestion is that if we are going to have a discussion, this amendment ~ 
should be agreed to. 

Mr. McNu.tty: I second the motion. | 

The CHAIRMAN: It has been moved by Mr. Macaluso and seconded by )Mr. — 
McNulty that Bill S-7 be amended as read. All those in favour? Contrary? 

Motion agreed to. ; 


On clause 4. 

The CHAIRMAN: Mr. Cook, who is our next witness, would like to present — 
a brief. Gentlemen, before we proceed I think it outa be desirable to ask © 
Mr. Cumyn of the Department of Transport to explain clause 4. I think — & 
it would be advisable for us to hear this before we begin listening to the briefs. | 

I will ask Mr. Cumyn to give us a short explanation of this clause. 
Mr. ALAN CumMyNn (Director, Marine Regulations Branch, Department of 
Transport): Mr. Chairman, in 1960 we were contacted by the tugboat owners q 
in British Columbia, who asked us to take a look at that part of clause 1154 
which requires all steamships having a nominal horsepower of over 10 to carry 
an engineer on watch at all time. 

An engineer is described in the Shipping Act as a “certificated engineer’. . 

The ship owners pointed out that owing to the advent of automation, tugs 4 
in the 10 to 15 nominal horsepower category in some cases are being fitted with © 
instrumentation on the bridge which permits the mate on the bridge to maintain 
a surveillance over the machinery, thus rendering unnecessary the carriage | 
of an engineer on watch at all times. 4 

They also pointed out that new types of machinery which were coming - 
into vogue on ships are more or less designed on the basis of the kind of engines a | 
that are being used to drive motor cars and aeroplanes. As distinct from the _ 
old type of marine machinery, they are designed to operate for so many hours — 
more or less without attention, after which they are taken down for overhaul. — yy 
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The ourd of Steamship Inspection, in response to this request, sent one 
a our most capable engineers to the west coast to look into the matter. He had 
"discussions with the ship owners and the representatives of the Marine Engineers 

Association, and he visited some of the tugs. He came back to Ottawa and 
Brecommended that we consider exempting certain tugs from the necessity of 
i. -earrying a certificated engineer on watch at all times. Exempted tugs would 
q be those of over 150 gross tons, having engines of a nominal horsepower of 
between 10 and 15, and properly instrumented from the engine room to the 

EP oridze so that the officer on watch could maintain a check on conditions in 
q the engine room. He also recommended that only tugs that did not proceed 
on voyages greater than home trade III or inland waters II should be exempted. 


a 
a The board considered this matter, having in mind that it did represent 
7 more or less the advent of automation on ships, and that the United States 


- competition with which these tugs on the west coast engaged does not require 
_ engineers on tugs of this category. They decided this was a reasonable request. 
So we proposed this legislation as written in clause 4. 


Mr. McNutty: I am not familiar with the term home Hinde III and ie 
by _ term inland water II. Just what do you mean by that? 


. Mr. CumMyn: Home trade III, sir, connotes a limit of 15 miles off the coast. 
B “The same applies to inland water II. 


Mr. HAHN: Could the witness give me a definition of 15 nominal horse- 
- power? What is the meaning of that? What is the relationship between nominal 
| horsepower and brake horsepower? 
Mr. CumMyn: Sir, shall I launch at. this time into a description.of nominal 
_ horsepower? 


Mr. HAHN: Perhaps you could just give me an indication of the equivalent, 
let us say, of the brake horsepower of the engine. 


Mr. Cumyn: Nominal horsepower represents the capacity of an engine 
to produce power. It is based on the total cylinder area of an engine or the 
B total Swept out volume. Its advantage is that in its calculation there is no 
a chance for dispute or disagreement because it is based upon non-variable 
- factors of the machinery. It is a rough estimate of the capacity to produce 
- power. 
j Brake horsepower, sir, is the actual horsepower being developed by an 
engine operating under a given cylinder pressure and rate of revolutions. 
! 4 The objection to the use of brake horsepower as a criterion for the act 
in this case is that in its calculation two variables have to be considered. In 
other words, the rate of revolutions at which an engine is being operated can 
be varied by the operator at will, and so can the cylinder pressure, to some 
- extent. Therefore, if we were to use brake horsepower as a criterion, it is 
quite possible that a ship owner or manufacturer would come along and want 
us to down-rate an engine in order to get it under a certain limit, and their 
_ argument would be that they were going to operate this engine at fewer 
j i Yevolutions than those set by the board in calculating the brake horsepower. 


io Mr. WincH: Mr. Chairman, I did not know we were going to discuss this 
_ aspect, but since we are doing so may I ask the witness a question? I think 
_ it is a very specific one. 

a I would like to ask the witness if nominal horsepower is a scientific 
| Measure of either potential or the actual output of an engine. If so, will the 
g witness say whether nominal horsepower rating is the same in all countries? 
Mr. Cumyn: The answer to your first question, sir, is no. It is not a 
scientific measure of the horsepower being produced by an engine. It is a 
_ rough estimate of the capacity of an engine to produce power. It is used as a 
means of comparing engines in other countries by automobile associations 
en 21713—4 
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that have more or less the same problem as that with which we are faced 
in the department in grading engines, and for the same reasons. The moment 
you enter into brake horsepower you get into the question of the rate of re- 
volutions, and who is to decide what is the rate of revolutions as applied to 
any particular engine? 

Mr. Wincu: Would you say that nominal horsepower on marine engines 
is basically the same under the various acts of the world that govern the type 
of operation in which we are interested now? 

Mr. Cumyn: Sir, may I quote from Dyke’s “Automobile and Gasoline 
Engine Encyclopoedia”, 20th Edition, page 1042. 

Mr. Wincu: That is concerned with gas engines? Does it also apply to 
diesel? 

Mr. Cumyn: This is an authority on internal combustion engines, sir. 

Mr. Wrincu: You said gas. I wondered if it covered all internal combustion 
engines. 

Mr. Cumyn: Apparently not. It gives a measure of the power of internal 
combustion engines, and whether they are gasoline or diesel does not make 
any difference. 

Mr. Wincu: I understand. I did not want to interrupt you. But I was not 
asking you what Dyke says—and, by the way, I know something of that book 
—I was asking you about the legislation of the various countries. What is their 
interpretation? Do their acts vary on nominal horsepower? 

Mr. Cumym: I understand that the Department of Transport have some 
form of nominal horsepower computation. I am not certain of the method used 
by the United States Coast Guard. 

Mr. WincH: Do you know about the situation in Australia? 

Mr. Cumyn: I am not certain about that. Ly) 

If you would permit me, sir, I would like to read from this volume of 
Dyke because it does show that other people who are faced with this problem 
solve it in more or less the same way. This is a method of computing horse- 


power which has been devised by the National Automobile Chamber of — 


Commerce. 


It reads: 
How to Figure the N.A.C.C. Formula 


This formula is used by all leading manufacturers and by the 
license offices in different cities. It represents a comparative horsepower 
rating for automobiles that is used for taxation and similar purposes. 
It is not an engineering formula, and does not accurately represent the 


power actually developed by the engine. The formula is expressed as { 


follows: 
(Diam. in inches) 2? X number of cylinders 


Horsepower = 
Dea) 
Question: What is the N.A.C.C. horsepower of a four-cylinder 
engine which has a 4-inch bore? 
By referring to the table below, one 4-inch bore cylinder is 6.4 and 
4 cylinders of 4-in. bore is 25.6 h.p. 
D2 N 


This is arrived at as follows: h.p. = : 
2:0 
D2 (diameter squared) 4X 4= 16. 

N (number of cylinders) = 4. 

2.5 (constant). 


Lr 
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16 x 4 


Therefore the horsepower is = §4)-= 2.5; 25:6 ps 


2.5 
It will be noted that the stroke of the cylinder was not taken into 
consideration at all. 


_ They say how to figure the N.A.C.C. formula. It says that this formula is used 
_ by all leading manufacturers and by the licence offices in different cities. It 
' represents a comparative horsepower rating for automobiles that is used for 
- taxing and similar purposes. It is not an engineering formula and it does 
f not accurately represent the power actually developed by the engine. 

e Mr. WINCH: Would you repeat that. 

Mr. Cumyn: It is not an engineering formula and does not accurately 
represent the power actually developed by the engine. The formula is ex- 
_ pressed as follows. The horsepower is the diameter in inches squared, multi- 
_ plied by the number of cylinders, divided by a factor. In other words, it is 
_ basically the same formula we use in the department. 

: Mr. WincH: Do you also agree with the statement that it does not accu- 
_ rately represent the actual power of the engine? 

| Mr. Cumyn: There is no question about that, sir. 

Does anyone wish to put any questions on nominal horsepower? 

The CHAIRMAN: Have you made your explanation? 

Mr. CUMYN: Yes. 

The CHariRMAN: Now, we will ask Mr. Cook to proceed. 

Mg Mr. RosBert F. Cook (President, C.B.R.T. & G.W., Local 425, Vancouver): 

_ Mr. Chairman, before I read the brief I would like to make clear to the mem- 
my, bers that we are actually asking to have this proposed changed legislation 
_ withdrawn. This brief is being presented to explain our case and to propose 
a submitted change which would not hurt our people too much if the legisla- 

- tion was changed at this time. I will give you reasons orally, after the brief 
- is read, for which we would like to have this legislation withdrawn at this 
" time. 

ie Mr. Chairman, would it be all right if Captain Meadows read the brief? 

_ Then I will give my submissions later. 

! The CHAIRMAN: Yes. 


a Captain E. W. Meapows (Assistant Secretary, Canadian Merchant Service 
7 Guild, Vancouver): Mr. Chairman and honourable members: 

Fi We are appearing to present the views of our members, the certified 
4 marine engineers and masters and mates of Canada, whose intimate, practical 


1. The protection of human life and property 
2. The technical considerations involved 
3. The employment picture 


For the sake of clarity and brevity, this submission is limited exclusively 


. I. Effect of proposed changes in section 115 on Pt ok eae of human life and 
_ property 
21713—43 
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Safety is the number one priority in Nosisiation. ane vaulations Ar otitie : 
shipping, as the many sections and provisions dealing with this matter in the 
Canada Shipping Act testify. Yet safety will be compromised under the proposed — 
revision under the following circumstances: . ’ 


(a) tugs of not more than 150 gross tons, powered by internal com- | 
bustion engines of not more than 15 N.H.P., in waters not More open — 
than would be encountered in a home-trade voyage class III or an 
island voyage class II, under conditions prescribed at the minister’s © 
discretion, are relieved of the necessity of carrying sufficient cer- 
tificated engineers to ensure reasonable periods of watch. Generally — 
the result will be to eliminate one engineer from these vessels as — 
presently operated; . 

(b) vessels with internal combustion engines of less than 8 N.H.P. and © 
600 B.H.P., (regardless of the size of the vessel) may operate on any — 
voyage with no engineer; ) 

(c) vessels of more than 15 gross tons, with internal combustion engines © 
of 8 N.H.P. to 10 N.H.P. and 600 B.H.P., may operate with no engineer © 
on home-trade class III voyages of less than 10 miles, and on all 
home-trade class IV and minor water voyages. 


ae ee 


These provisions may allow vessels of up to 1500 B.H.P., and up to 150 gross 
tons, to operate without an alternate engineer to cover all watches. Even more | 
dangerous is the fact that vessels of unlimited size can operate in any waters, — 
with main propulsion units of 765 B.H.P., with no engineer aboard, e.g. vessels — 
now in operation: | 


ve te Ss Le a 


Gross | 
Vessel Length Tonnage BBCP. aN Eee 
Island Challenger .... 91’ 165 765.00 Gree 7 
Black Bird II now Gulf ; 
ergs REAL NAN Eg 92’ 98 765 7.8 

MUNRO TISE) Mie ete Cenk cate 90’ 182 765 7.8 


Note: These vessels can operate in any waters without a certificated _ 
engineer. 


The hazard to life and property arising from absence of a qualified engineer, : 
can be illustrated by imagining one of these tugs towing a heavily laden scow 
or large boom of 14 million fom of logs when for some reason the engine conks q 
out. The very much greater weight of the tow compared to the tug, both of 
which are proceeding at the same speed when the engine fails, means that the 
tow has correspondingly greater momentum. It will require much more time 
and distance to overcome the momentum of the tow than of the tug. In other 
words, the tug will be unable to get out of the way and the tow will plow into — 
it. Exactly this situation occurred on February 16, 1960, when the scow towed — 
by M.V. Myrmak in the Fraser river sunk the tug, resulting in the loss of two 
lives. The captain of the tug, Ronald Maxim, was quoted by the press as stating: 
“The engine had conked out, it may have been air in the fuel line, we could 
not pull away from the scow, it kept pushing the tug into the water.” i 

Of course, exactly the same hazard is presented to any other person or 4 
structure unable to move out of the way of an uncontrolled tow. "4 

The essential protection assured by the presence of a qualified, experiencedll 
engineer where engines are operating was well stated by the Ontario special - 
committee on revisions of the operating engineers’ act and regulations made " 
thereunder— @ 

After hearing the evidence presented, the committee does not consider 
that the operating personnel can be replaced entirely by automatic equip- r 


ELIDA hapa SOON PR Es URAC did 
¥ ‘| oie ahs pa is Mah 


nen 


eae 


m RAILWAYS, CANALS AND TELEGRAPH LINES © 677 
bey oe tontrale) While it is true that aieh fecaternent can and does 
add to the safety of operation, it is man- made, maintained and adjusted, 
and therefore, is subject, in some measure, to human limitations. More- 
over, a person has five senses, namely: sight, hearing, touch, taste and 
smell, all of which are used every day and hour and when he is accus- 
tomed to a certain environment or field of activity, he reacts subcon- 
sciously to slight changes in that environment. A common example of i 
this is the almost intuitive sension of slight changes in rhythm of a 
running motor or other machinery, which the experienced operator recog- 
oe nizes, but other observers do not. Also, the circumstances that tempera- 
Ce tures are rising to an undesirable degree is frequently indicated by a 
i slight change in smell. These are senses that could possibly be replaced 
a by various kinds of electronic or other controls but the number, variety 
a and complexity involved in such replacements would probably be pro- 
hibitive in complication, cost and maintenance. 


(Report of special committee, 
June 1963, pp. 24-25) | 


The job of an engineer on a vessel is not only to sense trouble and act 
| quickly to head it off, but also to effect repairs quickly and expertly. He is 
completely on his own, with no garage mechanic and tow-truck nearby to 
come to his aid as in the case of an auto engine failure on the highway. On 
him rests the whole responsibility of keeping the machinery in good order, 
' and fixing it when anything goes wrong In these situations, on his actions 
_ depends the safety of everyone on the vessel or involved in its movements. 

nc Although modern engines and control apparatus have added greatly to the 
reliability of vessel operation, they have also had the effect of making expert 
supervision and care more indispensable. The increased power output of modern 
marine diesels in relation to their weight tends to accentuate engine vibration, 
often leading to fractured fuel or oil lines. The combination of vibration from 
M4 “wave motion and engine often leads to plugged bilges when the vessel rolls 
_and pitches. Introduction of more sophisticated auxiliary equipment increases 
"the need to ensure that these systems function properly, or are quickly repaired 
| _ when they do not. ; 


@ II. Technical Cin iderations of Setting Limit Below which Vessels can be 
a Permitted to Operate Without Engineers 


a In proposed subsection (2) of Section 115, the limit is set in size of vessel 
. at 150 gross tons and in power of internal combustion engines at 15 nominal 
_ horsepower. In proposed subsection (2a) of section 115, the lower limit is set in 
4 size of vessel at 15 gross tons, in power of internal combustion engines at 8 to 
#10 nominal horsepower and 600 brake horsepower, and in type of voyage at 
_ home-trade voyages class II of ten miles in length, or of class IV, or of a minor 
“ "waters voyage. 
g The use of nominal horsepower (N.H.P.) is ambiguous and dangerous. 
bi ' Nominal horsepower is not a scientific measure of either the potential or actual 
_ output of an engine. It is simply an arbitrary convention, based on only one of 
i the variables in engine design which help to determine its output. It may have 
had some usefulness in roughly classifying early engines, but it is quite fictitious 
and misleading in the present stage of advanced engine design, particularly of 
' marine diesels. There is no connection whatever between an engine’s N.H.P. 
a and its actual output. It is entirely feasible to design two diesel engines with 
| “the same N.H.P. but with widely different brake horsepower (B.H.P.) outputs. | 
or example: a Werkspoor RUB-160, 12-cylinder diesel has a N.H.P. of 8 and 
a B.H.P. of 650; while a Caterpillar D398, a 12-cylinder, has a N.H.P. of 7.8, 
but a B.H.P. of 1090. 
MS 


) 
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The N.H.P. is currently defined for diesels, under the Canada Shipping Actd 
regulations, as the square of the cylinder diameter times the number of 3 
cylinders divided by 60 (or by 45 for opposed pistons). Whereas the theoretical » : 
of indicated horse power is given by the formula— | 

PLAN 
REP 
33,000 


where P=-mean indicated pressure in pounds per square inch 
L—length of stroke in feet 
A—area of piston in square inches 
—number of working strokes per minute 


The output, or B.H.P., is the I.H.P. multiplied by the mechanical efficiency © 
factor of the engine, a fraction less than unity. It is thus obvious that there are » 
a number of other variables besides piston size which determine the capability | 
of an engine, and these cannot be expressed by an arbitrary number 1/60 for — 
all conceivable single acting diesel designs. | 

The following quotation from a standard reference book widely used by | 
marine engineers emphasizes the point, that B.H.P. is the accepted method of 
engine rating: 

“Stating that an oil engine develops a certain horsepower is apt to. 
convey a wrong impression regarding its actual capabilities, unless the 
type of engine and manner of driving the injection compressor, scaveng- . 
ing and cooling water pumps etcetera is also given. For instance, in some 
designs the injection air compressor is driven front the main engine, 
while in others it is independently driven. Also in the ‘ease of two engines 
of the same I.H.P. one operating on the two-cycle and the other on the | 
four-cycle principle and each having the air compressor directly coupled 
the four-cycle will be capable of doing more useful work than the two- j 
cycle engine, since in the latter part of the LH.P. will be expensed in 
driving the scavenging pumps, unless of course, they are independently 
driven. For these reasons the power of oil engines is generally stated in 
terms of actual power developed on the brake test or B.H.P.” ; 


(The Running and Maintenance of the Marine Diesel Engine, by J ohn Lamb 
5th edition 1945, Charles Griffin and Co. Ltd., London, pp. 691-2) 4 
Under modern practice involving the increasing use of hydraulic, pneumatic | 

or electric control and auxiliary apparatus, the reliability of auxiliary engines 
becomes just as important as of the propulsion engines. The continuous proper 
functioning of auxiliary engines for wheelhouse control, bilge level alarms, 
fire detection and other safety devices is obviously of vital importance. This 
means that the total B.H.P. of all engines in a vessel should be the criterion 
for judging the need for engineers in attendance—not just the B.H.P. of the 
propulsion engines. ; 
In this connection it might be noted that there are instances of a self- 
propelled dredge being classified as a ship where the main propulsion engines! 
may be 1,000 B.H.P., with pumps requiring an additional engine output of 
4,000 B.H. P. gy 
The Australian practice in setting B.H.P. requirements for certified engineers © 
recognizes exactly this problem and combines the B.H.P. of both propulsion and 
auxiliary engines to set the standard. 
It should be noted that the Americans use the method of combining brake 
horse power with tonnage to determine their certificate requirements. 4 


Ill. Effect of Lowering Standards on Marine Engineers 
At a time when engines are becoming increasingly powerful and control 
apparatus increasingly complicated, it seems unwise to alter standards in 
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= a manner which tends to downgrade technical skill and experience. The im- 
_ mediate result of the proposed changes in section 115 will be to throw 200 to 
300 certificated engineers out of jobs on the west coast alone. A secondary, 
long-term effect will be to discourage entry into the profession and significantly 
_ harrow the training opportunities for lower rank engineers to qualify for 
higher certificates. 
& The government shipbuilding subsidy program in recent years has given 
new stimulus to expansion of Canada’s lake and coast-wise fleets. Now there 
appears to be some possibility that some similar government encouragement 
% may be forthcoming to stimulate redevelopment of Canadian deep-sea opera- 
_ tions. In view of these prospects, it would seem most inopportune to place a 
% new impediment in the way of attracting and training men in the marine 
__engineer’s profession. Where are the new, qualified engineers to come from 
if the training grounds on small vessels are reduced or eliminated? 
ei In the United Kingdom, before anyone may act as an engineer, “certificated” 
he or “non-certificated” he must have served an apprenticeship of at least four 
years “building and/or repairing marine engines and boilers’, he must also 
attend day and night classes for instruction in mathematics, dynamics, machine 
_ drawing, general engineering knowledge, science and is subject to a presea 
oral examination by a Minister of Transport surveyor to be graded as to 
suitability. In Canada, there are not such stringent requirements, although some 
__ steps have been taken in past years by the Department of Transport to improve 
_ the minimum standards for marine engineers; in 1932 a motor certificate was 
q introduced, in 1954 it was recognized that modern machinery had made con- 
_ siderable advances and the 3rd class engineers certificate was revised to permit 
its use as chief engineer on vessels of 25 nominal horse power or less. This 
was a trend in the right direction, which should not now be reversed. Any 
action by government to downgrade the standards of any technical or skilled 
¥ workers is surely a retrograde step with serious implications for the future 
in this day of rapid technological advance. 


ret 

¢ IV. Employment Picture 

f Rather than portray a picture of the whole towboat industry on the west 
au coast of Canada, we will show what has taken place in just one company, and, 
following the normal trend, what will probably take place in the near future. 
N 

# STRAITS TOWING LTD. 

Sy Vessels recently taken out of operation 

a Vessel Bear: No. of Engineers 
i Mee wWilmae Straits ......2.5..40-65 450 2 

_ Montague SEPSIS be eee ch ale 230 2 
MemPacific Chief .......0..0 260.5 450 2 

& BOP OA OL iLst oe s,0 5 son sare aes 400 2 

MEATY SSS UIC Sh i aks ocard eae edetenslia's she 450 2 

i No. of engineers 

mi removed 


Gal. NOTSCDOWEL aes eis acs a se 1980 10 


Because engineers on towboats work an 84 hour week, they work ona 
day on, day off basis. This means there would be two crews for each vessel, in 
other words the removal of 10x2=20 engineers. 
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Vessels built to replace the above vessels: 


Vessel B.H.P. No. of Engineers | 

| required by pro- — 

posed legislation ' 

NEV CRATES NE eigen Uae ee 800 1 | 

Hanae: SUpaits (io ys es Van toe 765 4 

ROSATO OES), elaine wien wae 765 

GeorelaVOUals nt Wey ee wee 765 ; 

WAS SERatTS i) ole ie 765 § 

Total Horsepower ............ 3860 Total Engineers 1x2=2 

Probable Future Changes in the same company: 

Vessel AP, Gross Tons No. of Engineers ; 

Charlotte (Ouraits (la ve 800 185 2 j 

PEEPS CP ATES 1) hc G oe tarty SRG, ales 750 181 2 

PPCCALE CORP ATES ON a. Oy 500 V5 2 | 
Marellan Strats. (ie Owe oe 500 ie 2 

Brouenton(iStraits os ewes 375 150 “ 
POLbVave DV SOEPALES 5 i. iad aly 400 101 2 


orate: eli ALAND Le aegis 3325. Total Engineers’. 12x2=—24 


engines with a N.H.P. of 7.8, and will not require a certificated engineer under 
the proposed legislative changes. These vessels would then have a total horse- 
power of 4590. 


because of economic competition, probably would, change their heavy-duty 
engines with high nominal horsepower, for high-speed engines similar to the | 
765 B.H.P. Caterpillar, which has a nominal horsepower of 7.8. This will © 
probably result in the removal of from two to three hundred certificated — 
engineers from the towboat industry. Many of these men have devoted most 3 
of their lives to help build this industry to the very healthy condition it is in ~ 
today. 


mittee the following specific recommendation: 


STANDING COMMITTEE 


All of the vessels named above could be re-engined with 765 B.ELP. 


In order to circumvent the proposed legislation, operators could, and 


Following from the foregoing remarks, we wish to place before the com- 4 


Section 115, subsection 2(a) should be amended by deleting the 4 
word “and’’ from the fifth line and substituting therefore, the word “or”. 


This subsection would then read: 


2 (a) Every ship of more than fifteen tons gross tonnage, other than ~ 

a passenger ship or a pleasure yacht, powered by internal combustion — 
engines of more than eight but not more than ten nominal horsepower ~ 
or of more than six hundred brake horsepower as determined by the — 
board shall, when making any voyage other than a home-trade voyage © 
class III of not more than ten miles in length, a home-trade voyage class 4 
IV or a minor waters voyage, be provided with the following: 
(a) if the ship is not solely employed in fishing, a third class . 
engineer, duly certificated, and ny 

(6) if the ship is solely employed in fishing, a chief engineer 4 

of a motor-driven fishing vessel, duly certificated, and subsection (2) 4 
does not apply to the ship when making such voyage.” a 


In addition to the above stated specific recommendation, we recommend: — a 


1. We respectfully request all members of this committee to re- a 
quest the setting up of an “Inquiry” or ‘‘Commission” to investigate 
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and study the Canada Shipping Act, with a view to completely revising 
this act so that it will become more compatible with the modern marine © 
operation of today. 


2. We further request all members of this committee to recommend 
a closer liaison between the steamship inspection branch and the Cana- © 
dian coast guard, with a view to establishing a better policing action 
for the maritime industry. We feel that better utilization of all of the 
forces of both departments will have a strong influence in preventing 
marine accidents rather than the present method of taking remedial 
action after the mishap has taken place. 


With the permission of the chairman, we request the opportunity to present 

an oral submission to further elaborate on the above recommendations. | 

Respectfully submitted on behalf of: The Canadian brotherhood of railway, 

» transport and general workers. The national association of marine engineers — 

and the Canadian merchant service guild. 

@ The CHAIRMAN: Thank you very much, Capt. Meadows. Now, I do not 

' know if Mr. Cook has a further brief to present at this time, or whether we 

rt R should wait until tomorrow morning, since it is now 5.30, before we go. into 

B:. any further discussion or have comments from Mr. Cook. 

Mr. WINCH: Perhaps Mr. Cook at this time could present the specific recom- 

iad he has to make. 

. The CHAIRMAN: I would like to think we might allow Mr. Cook to make. 
his presentation, and leave our questioning of him to tomorrow morning. 


g Mr. Cook: My presentation will be quite lengthy, and perhaps it might be 
wiser if you permitted me to leave it until tomorrow morning. 
a The CHAIRMAN: You say it will be quite lengthy. All right. Mr. Cook | 


a suggests that his presentation will be rather lengthy and that he would prefer 
to wait until tomorrow morning. Is that the wish of the committee. 


| 4 Agreed. 


ihe 


o ; FRIDAY, February 19, 1965. 


i i The CHAIRMAN: Good morning madam, gentlemen, and Mr. Pickersgill. 
_ The minister is here this morning. Yesterday we stood clauses 2 and 30, and 
_ I think this might be a good time to open up this matter which may not be 
very long. 

Mr. Rock: I do not think it will be very long. I was the one who asked 

them to be stood because we actually discussed clauses 2 and 30 together. I 

4 was more particularly interested in clause 2 of this bill where they are repealing 
ae 107 to 113 of the act and replacing them by a new clause 107, sim- 

_ plifying six past sections. 

: On looking through these sections I see they are eliminating a lot of 
© mii which were very important before. Now, in the simplification of 

_ this, and according to the explanation which Mr. Belawan has given us, it is my 

Me i, _ understanding that in a sense, somehow, indirectly, the Department of Trans- 
y port is opting out, as they did in the past, respecting pleasure craft. 
. What I am concerned about is that, as was stated yesterday, they are 
.. _ possibly going to give some powers to municipalities to license, or to provinces 
to license, and as this is strictly a matter of federal Mote A: I have 
i _ objected to the adoption of this clause. . 
_ If this means that we are more or less indirectly aptine out by handing 
over jurisdiction for licensing of small craft to provinces and municipalities, 
_ then we are going in the wrong direction with the opting program. 


Bi 


< , 
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In general opting out by provinces is in the direction of their own juris- 
diction, and they will of course be collecting revenues I believe in their own 
jurisdiction, and taking over that jurisdiction. 

Since the matter of navigation and even pleasure craft is directly a 
federal matter, I was afraid that we might be going indirectly out of that 
business. I am particularly worried about the fact that many members of 
parliament would like to see the federal government expand more with 
pleasure craft, with going into the building of marinas, and doing more work 
in the lakes where they travel or in the waters which are used for pleasure 
craft. 

At the present time as well as in the past not much has been done by the 
Department of Public Works or by your department in that sphere. They have 
always shied away from it. Also there is the cleaning up of weeds which many 


municipalities have asked the federal government to do. The type of answer — 


we usually get is that it is a provincial or municipal affair. I do not see how 
a municipality has jurisdiction within a lake or within the water, because 
its boundary lines usually run only to the shore and not within the lake. 
So I cannot see jurisdiction there. 


If we are going to give the power to license to municipalities, it is their | 


responsibility, or a provincial responsibility, to see that these responsibilities 


are there, and to look after the building of marinas, the cleaning out of weeds, 


and the removal of big rocks in lakes or rivers in which pleasure craft travel. 
Another thing is this: we have in sections one to 10 which are going to be 
repealed these words: 


It shall be the duty of the chief officer of customs at every port or 


place in Canada to furnish such licence, without fee or reward... 


This is as far as I will go with that. We are indirectly eliminating 


the old section 107 and adopting a new section 107 and we are actually now ~ 
giving permission to collect a fee which I do not think many of the members — 


here realize. 


Another thing is this. I do not see why we have to eliminate all these — 
clauses just because, as I understand it, and as was explained by Mr. Baldwin — 
yesterday, they are finding it difficult for customs officers to do this job, 
and are looking for other agencies. I believe that we already have the agencies | 


in practically every municipality, and I refer to the postal department. There- 
fore I do not see any difficulty in transferring this duty from the customs 
to the postal department, and moreover you may have an office of the 


Department of Transport itself to issue these licences. I do not see why we have © 
to go through all these changes for a simple explanation such as, ‘‘They are 
having a difficult time, and they are having some difficulty in the customs © 


officers issuing these licences’’. 


If this is what is difficult, we already have many other agencies directly 
connected with the federal government, and I do not think we should start 


looking for more agencies such as municipal authorities or provincial autho 
ties. 


Hon. J. W. PICKERSGILL (Minister, Department of Transport): I think I — 


might reply to each of these points. First of all, with respect to jurisdiction, 
there is no way that by an ordinary act of hariemnent the federal authority — 
can be divested of its jurisdiction by transferring it to any province or mu- 
nicipality. To do this would require an amendment to the British North America — 
Act, and at the present time we would even have to go to the parliament at 
Westminster to get it. 

There is no thought here at all of attempting to do anything which 
would divest this parliament of jurisdiction. It would be quite beyond our 
power to do it anyway; and there is no thought of doing anything to divest 


) ' 
‘ay 
a) oy 
5 
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us ofa responsibility which under the British North America Act belongs to 

De the parliament of Canada. . 
a It has happened in many fields that it has been much more convenient to 

- use provincial or local agencies, and to hire them as agents to do certain 

| things because they have their employees in the field. I think most of us 
feel that a proliferation of bureaucracy leading to the acquisition of more and 
more civil servants is not in itself a good thing. 

If there is a real function to perform, that is one thing; but if there is 
not, then I do not think it operates much to the glory of the national parlia- 
ment to authorize a municipal or provincial government to do it, or to hire 

extra bodies to do something which can be done in spare time by somebody 
else. 

Now so far as the waters of the St. Lawrence are concerned, where there 
is real navigation, as it was understood by the fathers of confederation, I do 
not think anyone has any thought of delegating any kind of responsibility. I 
say responsibility here, not jurisdiction, because the latter cannot be delegated. 

But there are in every province that I know of, even in the driest prov- 
inces, inland lakes where the only kind of navigation is done with boats which 
have outboard motors and things of that sort. To my mind it has always been 
utterly ridiculous to have the government of Canada wasting the taxpayer’s 
money concerning itself about these things. 

They are purely local matters, and if there is some way that a local 
official—it may be the local police in the course of their ordinary duties—can 
see that any regulations which we think fit to make are properly enforced, 
surely this is just plain ordinary common sense, and that is all that is contem- 
plated so far as this is concerned. 

Now, as to the other question which Mr. Rock has raised, the question of 
saying that we must give it free at the expense of the Canadian taxpayer. 


Mr. Rock: Not that we “must”, but that we have been. 
Mr. PIcKERSGILL: That we must. 


Mr. Rock: No, I did not say that we “must”. I said that indirectly we are 
approving this idea without realizing it. 

Mr. PIcKERSGILL: The present section 110 would make it illegal, I think, 
for any customs officers or anyone else to charge in these cases the owners of 
pleasure craft in Canada who, in my view, should not expect to get the service 
free from the taxpayers. 

There are an awful lot of Canadians who do not own pleasure craft, but 
who pay taxes, too. I do not see why, if I happen to own one of those craft 
myself, why I should not be perfectly prepared to pay reasonably for a licence 
if one should be required, just as my son pays for his bicycle licence, and 
his dog licence, and so on. It does not seem to me that this is a proper kind 
of charge upon the generality of taxpayers. If the owner of a pleasure craft 
cannot afford to pay 50 cents for a licence, which covers the cost of printing 
and out of pocket expenses, I really do not think that any of us will weep 
very much for him. 

If we are going to have to license these things—and I do not want to 
license anything in Canada which does not have to be licensed; I want to 
live in a free country where you do not have to license anything if it can 
be avoided—there are some good reasons why small craft should be licensed 
in places where traffic is heavy, and where there is real navigation. The Depart- 
ment of Transport has no thought of transferring that authority to anybody, 
because we want to make sure that we have the greatest safety for navigation. 

But in the inland lakes, and in such waters as the Trent canal, where the 
amount of commercial traffic is not very conspicuous, where it is more a 
matter for the local police, it seems to me to be only a sensible arrangement 
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to give them the responsibility in the matter, and the freedom to make ae dq 
arrangements, and that is all that is in oe It asi nota ahr Of 1 
handing over the jurisdiction of parliament. 


Mr. Rock: Well, Mr. Pickersgill, I like the way you more or less aivide 1 
the navigation aspect of it compared with the small lakes up north. Then of — 
course you mention craft with outboard motors. But there are on the St. 
Lawrence river more craft which operate with outboard motors than there — 
are in any of the lakes up north or in any part of Canada. Yet you fail to © 
mention that you also intend to do the same thing as far as regulating small ~ 
craft on the St. Lawrence is concerned, because you just mentioned that you i 
had no intent. I know there is no intention to give up jurisdiction over the ~ 
heavier craft. 

Mr. PICKERSGILL: I cannot conceive where in the St. Lawrence traffic is | 
so heavy there could be any divided jurisdiction at all. I think every kind of 
craft in the St. Lawrence would have to be under the direct control of the — 
Department of Transport or whatever federal agency has responsibility for — 
safety of navigation. 

Mr. Rock: I was more worried about that than about the lakes up north. 

Mr. PICKERSGILL: I think this bill would permit an arrangement to be made 
where it was sensible to make it, but it would not be sensible to make it for 
the St. Lawrence at all. 

Mr. Rock: That is very good news. I was worried, because I come from © 
a county where we have 17 municipalities, 12 of which contain water which 
is navigable; so I could not see any municipality getting into this field at all. 

Mr. PICKERSGILL: Neither can I. , 

Mr. Rock: Within the jurisdiction of the St. Lawrence, as far as a munici- ~ 
pality is concerned, there is lake St. Louis and the lake of the Two Mountains. 

Mr. PICKERSGILL: I could not see that either. 

Mr. Rock: It is directly concerned with the lakes which are navigable but — 
not connected one with the other. 

Mr. PICKERSGILL: We cannot do it any way, unless there is some locality — 
which wants to do it. We do have the feeling that in the Trent canal system, ~ 
for example, we might be able to make some arrangement with provincial and 
local authorities who are very concerned about the pollution of that waterway, 
and so are we. We might be able to make some arrangements for a unified 
system so it would really be effective, because there is a very thin line even 
in the jurisdiction on the question of pollution. But the control will always — 
be in the government of Canada because that is where the jurisdiction will 
remain. 

Mr. Rock: That is very good. Iam very satisfied with your explanation. 

Mr. Foy: I move the passage of clauses 2 and 30. 

The CHAIRMAN: Shall clauses 2 and 30 carry? 

Carried. 

Now, we are on clause 4. 


On clause 4. 


Yesterday we heard a brief presented on behalf of the Canadian brother- a 
hood of railway, transport and general workers, and the national association 
of marine engineers of Canada incorporated, and the Canadian merchant service — 
guild, by Capt. Meadows. I understand that Mr. Cook has a further submissio 
to present. However I was wondering at this time if you would like to hear — 
from the Department of Transport on the brief, before we go into further 
brief from the same source? Ne 
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Cen 


| Mr. MacaLuso: Mr. Chairman, would it be in vies to allow the marine 


“The eee All right, Mr. Cook, would you proceed. 


' Mr. Rosert F. Coox (President, C.B.R.T. & G.W., Local 425, Vaneouueny: 
Mr. Chairman, when we broke off last night my colleague had finished reading — 
_ the brief, and on the way out I was rather chastised by one of the members 
Bot the steamship inspection service on one of the statements in the brief. I 


" h On page 11 it states in the bottom paragraph: 


i In order to circumvent the proposed legislation, operators reontd: and 
e because of economic competition, probably would, change their heavy 
a duty engines with high nominal horsepower, for high speed engines 
‘ similar to the 765 B.H.P. caterpillar, which has a nominal horsepower 
of 7.8. This will probably result in the removal of from 200 to 300 
certificated engineers from the towboat industry. 


In order to clarify that statement it should read: 

In order to circumvent the proposed legislation because the proposed 
legislation does not go far enough, operators could, and because of 
economic conditions... 


oe. You will note in our brief we suggested that one word be changed, namely 
i. that the word “and” be changed to “or?’. What this would do would be to 
a ee eels give some recognition to brake horsepower. As it is stated now, “and 
600 brake horsepower’, still leaves the controlling factor as the nominal 
eo eecower, and the nominal horsepower, I think, has been agreed to by 
“a i the members of the Department of Transport, as being actually a 
dl meaningless thing. It does not really give a true indication of the amount 
a of horsepower turned out by an engine. This proposed change would give our 
_ people partial protection. We do not think it really will give them all the 
| : protection we need in this because, in actual fact, we really think what we are 
_ trying to do is to plug a leaky sieve by filling in one hole at a time. 
me In our estimation, actually what should be done—and we would be 100 
4 _ per cent in favour of it—is that if changes are to be made a real inquiry 
a should be made into the whole Canada Shipping Act. We think the Canada 
oy Shipping Act is an outmoded document. It really is antiquated, and it should 
4 iq _be brought up to date. However, I said yesterday that we were going to give a 
nh i reason why we felt this proposed legislation should be completely withdrawn, 
and the reason for this is that we are in the process of setting up a research 
i program into the over-all towboat industry, with a view to looking into the 
_ technical changes, safety and manning within the industry. Now, this program 
4 is being put under the auspices of a new division in the Department of 
_ Labour, manpower consultative services. 
q This service was set up to look into any industry at the request of the 
a people in the industry who are faced with mechanical changes in their industry, 
ig mechanization, automation, or whatever you want to call it. The reason we 
meee roesned the manpower consultative services for assistance was the fact 
that we were having tremendous difficulty within the industry of trying to 
determine the proper manning for this new type of vessel that was coming up. 
_We could not agree. There are four unions in the field and the four unions, 
; amongst themselves, could not agree. There were 46 towboat companies 
- and not any three of them could agree what the proper manning should be 
for this new type of vessel. The industry was getting into a terrific mess. 
We were approaching negotiations and it was agreed by management and by 
the unions that if we brought this problem of manning into the negotiations 
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a strike was inevitable, and that it was rather futile and stupid to bring some- 


thing in which we knew automatically was going to cause a strike. So, we © 


approached manpower consultative services and asked them if they could make 


any suggestions how we could avoid the possibility of a strike. We set out our ~ 


problem of manning and asked them how to approach the mechanization prob- 
lem that we have facing us. They agreed that what should be done is to 
have an extensive research program brought into the industry. We agreed to 
this and management agreed, and the other two unions in the field also agreed 
to it. When I say the two unions in the field I am referring to the two unlicensed 
unions. We started to have meetings to discuss this. We agreed finally on a 
chairman for this program. He is Dr. E. D. MacPhee, 2588 Wallace Crescent, 
Vancouver, British Columbia. He is a retired dean of the faculty of commerce of 
WB: e: 

A program memorandum was drawn up and signed by 46 towboat com- 
panies and the four unions, and it will go into effect immediately. 


Now, the statement of purpose for this program is as follows: 


Purpose and Mechanics 

1. (a) A joint consultative committee shall be established consisting 
of at least one responsible representative from the companies and at 
least one responsible representative from each of the unions. A chair- 
man, or two co-chairmen, and a recording secretary shall be elected 
from within the joint consultative committee. 

(b) A research committee shall be established consisting of two 
individuals appointed by the companies and two by the unions. A 
research chairman-director will be retained to be responsible for per- 
forming research and planning with the aid of the research committee 
and under the direction of the joint consultative committee. 

(c) Mr. E. D. MacPhee, 2588 Wallace Crescent, Vancouver, British 
Columbia, has been appointed to the position of research chairman- 
director. 


(a) The purpose of this program shall be to examine all aspects of 
“manning” for the present and foreseeable future in the towing industry 


with the aim of preparing recommendations for consideration by the — 


joint consultative committee. 


(b) In carrying out this purpose the research committee shall have 4 


due regard for the rights, obligations and responsibilities of all parties, 
and shall equate the needs of technical efficiency with those of sound 
industrial and human relations as well as safety in the industry. 

(c) The research committee shall report regularly to the joint con- 
sultative committee and will consult regularly in preparing its recom- 
mendations. 


As you will note, the statement of purpose was deliberately left very broad 
because we know there are many changes that are going to have to take place 
within this particular industry because of the new type of equipment that is 
coming into the industry. 


Now, one class of vessel was highlighted within this document. This class. 


of vessel is the one that has been causing us all our problems. I am referring 
to a vessel that has been built extensively on the west coast under the new 


ship building subsidy. There are more than 40 of them that either have been ~ 


built in this particular class or have been re-engined to this particular type. 


I mention 40 because they have been building them so fast we honestly : 


cannot actually keep an up to date figure on how many there are. 
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ui, So, we have put in a special page covering just this particular type of 
bul class. Now, ironically, this is exactly the class of vessel that will be left un- 
covered by this proposed legislation. This is the type of vessel that has in the 
neighbourhood of 765, 700 or 750 horsepower. One of the things that is happen- 
_ ing and has happened in the industry is this; not only are they building new 
_ vessels in order to circumvent—and we used this word yesterday, and for 
| economical reasons this probably what is happening—this proposed legislation, 
_ by building many of this particular type of vessel because, of course, it is the 
_ thinking of management that they can put fewer crew members aboard and 
__ make it more economically feasible, but they also have been re-engining other 
_ types of vessels. All the departmental people, when questioned yesterday about 
| the size of fishing vessels, and particularly when questioned in respect of a 
_ 100 ton gross vessel, pointed out that such a vessel was a large fishing vessel. 
| Well, let me tell you that a 100 ton towboat and up is a large towboat. You 
\e will note on page 2 of our brief some of the examples of some of the vessels 
_ that have been re-engined, which will not be covered by this proposed 
| legislation. The Island Challenger is 91 feet, 165 gross tons, has 765 horsepower 
' and 7.8 nominal horsepower. Black Bird II (now Gulf Bird) is 92 feet, 98 
| gross tons, has 765 brake horsepower and 7.8 nominal horsepower. The La 
| _ Brise is 90 feet, 182 gross tons, and has 765 brake horsepower and 7.8 nominal 
| horsepower. These vessels can, and many times do, go anywhere at all on the 
| west coast. 

ie The proposed legislation makes it unnecessary for this type of vessel to 
_ have a man aboard who is capable of handling the mechanical problems. What 
| would happen if these vessels were off Vancouver Island, where there is prob- 
_ ably the most treacherous water anywhere in the world, and the engine broke 
_ down? There is no one aboard this vessel who is capable of repairing the engine 
on the spot. They could be in very heavy weather and lose the vessel and 
_ the lives of the crew members aboard the vessel. 

EH We think, therefore, that this legislation leaves a loophole with regard to 
_ this type of engine. | 

4 Many things can be done with this engine. Many vessels can be converted 
_ to this type of engine. An engine of 765 horsepower is almost double that of 
t most of the towboats on the west coast until about three or four years ago. 


s Mr. PICKERSGILL: Mr. Cook, I did not have the good fortune to be here 
yesterday. I would like to ask for clarification on one question. 

You are not objecting, I take it, to what is in clause 4 but rather to the 
- fact that it does not cover enough vessels. Is that a correct understanding? 


Mr. Cook: Yes. 
Mr. PICKERSGILL: Very well. I just wanted to make sure that I understood. 


Mr. Cook: If this legislation goes through as it is proposed, we are pre- 
_ pared to go into a 10 month research program. It has been decided that a very 
| extensive research program will be undertaken over a 10 month period into 
) the type of problem with which we are trying to deal here. This type of 
_ research has not been done by the Department of Transport. It is true that a 
- man came from Ottawa and went aboard a few vessels, and so on; but he did 
not sail these vessels in the type of circumstances in which it would be neces- 
- sary to sail to understand the problems that can come into the picture. It was 
almost assumed that these vessels would not be outside vessels but would be 
| in the Gulf of Georgia area or the inland water area of the Pacific coast. This 
legislation does not give the necessary protection. 
a The steamship inspection department have confidential instructions. I do 
not know the contents of those confidential instructions because they are just 
| that—confidential. From what I can understand of those instructions, they 


688 ce kad “STANDING COMMITTEE 
insist that someone aboard the Ea must have sufficient RCo RIE knowledge 4 
to satisfy the inspector, whether he be certificated or not. This is all very fine 
ae that the steamship inspection department goes aboard these vessels once ” 
a year, and when they go there is a man there who is to be responsible for ’ 
the engines. They talk to this man and question him, and they find out that 
he is a capable person, so they say that everything looks fine; and then they — 
go up the dock. But they are no sooner up the dock than that man is up the © 
dock too, and off goes the ship with no one aboard the vessel capable of making — 
any repairs to the engines. This does not happen very often. In 99 per cent of 
the cases engineers are carried on these vessels and 95 per cent of these Porras 
are certificated engineers. q 
The act does not say that the vessels have to carry these engineers. The — 
owners themselves wish to carry the engineers aboard the vessels because they, — 
of course, can see that it makes sense, that it is one method of protecting their 4 
property. However, the danger is that there are one or two per cent who start 
to operate without an engineer, and they are therefore operating at a cheaper — 
cost. And because they operate at a cheaper cost, they start bidding on contracts — 
against someone who does hire an engineer, and the one without the engineer, — 
operating at the lower cost, gets the contract. This starts a treadmill of econ-_ 
omics because then the second man has to cut his costs. How is he going to — 
do it? If the first man did it by dropping an engineer and putting a deck hand © 
in his place, saving a few hundred dollars a year, this is what the second man 
has to do in order to compete. 4 
We say there have to be changes and there should be changes that would — 
stop this type of abuse. i 
Furthermore, we have heard about so-called, automated vessels. I always 

get a little angry when I hear the word automation because most people use| 
that term when they are not really talking about automation at all, they are — 
talking about mechanization and technological change. And it is technological © 
change that we have in the industry right now. These changes are coming into © 
the industry and therefore we, in conjunction with management and the voca-— 
tional schools in Vancouver, have set up new educational courses for engineers 
The vessels for which we were setting up these courses are the vessels which 
are called automated vessels. These courses have been established for the 
engineers who work aboard the vessels so they can upgrade their knowledge © 
and learn about the new types of equipment coming into the industry. I am © 
talking now about equipment dealing with pneumatics, hydraulics, electronics 
and things our people have not needed to know about until this time. a 
Management agrees with us that we have to upgrade the knowledge of - 
these people and yet, on the other hand, it is said that these vessels are auto- _ 
mated and therefore do not need anyone aboard them to protect the machinery. — 
To carry this subject of automation a little further, when this type of — 
vessel came into being it was almost double the horsepower of the vessels being ~ 
replaced. They took an engineer away from the vessel. We did not disagree q 
with this; we did not disagree with the idea of taking away an engineer. We _ 
agreed with management that they did not need a man aboard 24 hours a day, 4 
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constantly watch keeping, because now we have wheelhouse control and alarm — 
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systems. Therefore, as I have said, we agreed to take away this one man. — 


got the cook off the vacua through automation, but this has taken place. 
Mr. MONTEITH: Have you never heard of a can opener? 
Mr. Cook: That is exactly what has replaced the cook! 
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May I reiterate that if this proposed legislation goes through it will set one 
of the ground rules around which this research program will have to revolve. 
_ We think this would be very unfair to us at this time. We think there will be a 
better opportunity to find out more about this type of equipment after the 
research program. We feel that the Department of Transport should, in con- 
- junction with the Department of Labour, participate in this type of program 
to thoroughly study new equipment. We do not mind what regulations they 
_. bring down if we know they have undertaken the proper research. Then, what- 
ever comes after this, we have already agreed that we will accept the recom- 
mendation of this chairman; and that would be arbitrary and would continue 
for three years. We have also agreed that this committee, if necessary, would 
continue as long as other new equipment was being brought in. 


It is not the case, therefore, that we are trying to stop progress or anything 
like that. All we are saying is that there should be proper research into this 
_ industry if new equipment is going to be used, and legislation should not be 
| passed in a haphazard manner without extensive research. 
| Mr. WincH: May I ask Mr. Cook just how the research committee is being 
financed. | 

Mr. Cook: The committee is financed 50 per cent by the federal govern- 
ment, 25 per cent by the companies and 25 per cent by the trade unions. 

~ Mr. Rock: May I ask a question, Mr. Chairman? 


The CHAIRMAN: Gentlemen, we have another group here today who come 


e from far away, the tugboat owners. I wonder if we should not hear their brief 


at this time so that we can have a full picture of the situation. 

Agreed. 

Mr. Rock: Then may we ask questions of both groups? 

The CHAIRMAN: Yes, of course. I think we should have the whole story first. 

Have you finished, Mr. Cook? 

Mr. Cook: I would like to say something more, Mr. Chairman, but I am 
afraid I will have to impose on your good nature in order to say it. 

We made another recommendation in our brief, which I know very well 
cannot be acted upon by this committee as a committee. However, this recom- 
mendation deals with a problem that exists in the marine industry that we 
would like to have brought to the attention of people with knowledge of the 
transportation industry. This problem has been pointed out very extensively 
over the last couple of weeks because of a number of vessels sinking, and in a 
couple of instances there was loss of life. We feel this is a very important matter. 

May I put this to the committee for their information rather than making 
any recommendation? 

Mr. PICKERSGILL: May I make a suggestion, Mr. Chairman? 

This is something on which I think my department would like to have 


| a brief in writing. If such a brief were furnished to me as Minister of Trans- 


port, I would undertake to reproduce it and make it available to all the mem- 
bers of the committee and to any other member, and to officials of the depart- 
ment who are interested, in order to save Mr. Cook’s organization the neces- 
sity of doing that. He has said it is not strictly relevant to this bill, but we 
would like to have this information because whatever we do about the Can- 
ada Shipping Act now, it is not going to be a closed book. There are obviously 
other changes that will have to be made in the future. 

Is that satisfactory? 

Mr. Cook: Yes, thank you very much. 


The CHAIRMAN: May we now proceed to hear from tugboat owners? 
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Mr. J. Rod Lindsay is here. He is General Manager of Vancouver Tugbo 
Limited. Mr. Lindsay is accompanied by Harold L. Cliffe who is Manager 
Canadian Tugboat Company Limited, ‘Vancouver. . : 

Mr. J. Rod Linpsay (General Manager, Vancouver Tugboat Limited): ‘Mr, 
Chairman, Mr. Pickersgill, hon. members, we appreciate the opportunity of 4 
appearing before you and presenting our thoughts in regard to Bill No. 8-71.00") a 

I received a telephone call at seven o’clock yesterday morning, when I q 
was in bed but when you were sitting here! I apologize for not being here 
yesterday; we thought we would be called next week. 

We were advised to submit copies of our brief. i, 

Mr. Cameron (Nanaimo-Cowichan-The Islands): Are there copies of @ 
the brief? a 

The CHAIRMAN: There are a few copies which are being distributed. a 


Mr. Lrnpsay: As we had to publish this brief yesterday morning we were a 
unable to have a translation made, and we were only able to bring about © 
25 copies. ie 

Before I start to discuss the brief, there are a few things I would like 
to say. 

I think both our brief and the union brief are substantially the same as 
those presented before the Senate committee last spring. Since that time, my — 
good friends who appeared before me and I, along with the towboat people ~ 
in British Columbia have been in wage negotiations. We have been negotiating — 
for over six months, and therefore we have had little opportunity to think © 
about Bill No. S-7 in the meantime. We have just settled a wage increase 
with all the marine unions. This has filled our days for the last six months. 

The wage settlement with the towboat unions shows, I think, that the — 
economy of British Columbia is moving at full tilt, that it is booming. We have — 
particularly full employment. We in the towboat industry have quite a short- 4 
age of good masters and good engineers on towboats. We cannot get good — 
men now, and there is a tremendous building program going on, so we will | 
be even shorter of personnel. 

I would like to mention something to which reference has been made 
this morning, but which is not mentioned in the brief; that is, the three-way 
agreement between the towboat operators, the unions and the manpower con- 
sultant service of the Department of Labour to go into the research project 
concerning crewing of vessels in the towboat industry. This is a matter of 
labour negotiation; that is, it is a matter being carried on in conjunction with — 
the Department of Labour. I do not think it is a matter altogether with the — 
Department of Transport. am 

I do see one problem in this. If we continue with the Canada Shipping Act 
legislation as we presently have it in respect of engineers, this kills the scope 
of our manning inquiry. The legislation we have is too restrictive to allow the 
manning inquiry to go on. We have to live with the Canada Shipping Act. We 
have to live with a binding agreement brought down by a chairman even if hew 
comes in with something which supersedes the Canada Shipping Act. If we are 
going to have an effective inquiry into the crewing on vessels of the British - 
Columbia coast, we do not want to get into something which is as restrictive — 
as we have now. . | io 

One other remark I would like to make is that our industry on the British 
Columbia coast employs a total of 350 marine engineers. Some remarks have © 
been made about displacing people, but we only hire a total of, I believe, — 
1,500 people in our industry, 350 of whom are marine engineers. ay) 

If I might, I would like to proceed with the brief of the B.C. Towboat — 
Owners’ Association. sl 
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350 marine engineers. 
Early in 1960, our association was advised by the Department of Transport 


Act and asked our views on suggested amendments which we subsequently 
- submitted to the director of marine services and to local steamship inspection 
officials. 

In addition, we understand that the National Association of Marine 

_ Engineers—now the C.B.B.T.—also submitted their recommendations. 

i” Eventually subclause (3) of clause 9 of Bill No. C-98, which received first 
| reading on May 20, 1961, included a revision covering engineers on tug boats. 
i This revision provided that tugs of not more than 150 tons gross tons powered 

_ by internal combustion engines of not more than 15 nominal horsepower fully 

_ controlled from the bridge may be exempted from carrying the additional 
hi certificated engineer required by subsection (2) of section 115 when making © 
bist | 
| voyages not more open than home trade class III or inland voyages class II. 
. This clause in its original form passed second reading in the House of 

- Commons and passed the standing committee on railways, canals, and telegraph 
lines. 
: On final reading in the house, subclause (3) of clause 9 was deleted after 
ie a long speech by the hon. Mr. Harold Winch. Mr. Winch made the following 
ke statements: 


ie 1. Nominal horsepower was an antiquated term. 
a I understand that this statement is being made again. 


2. 50 to 100 engineers on the west coast tug boats would be laid off if 
' such an amendment should pass. 
Foal This figure seems to have been revised upward to 300. 


3. Tugs operating under suggested amended regulations would be unsafe. 


W 4. Automated engines on west coast tugs were unreliable and such vessels 
ee needed just as many engineers. 
| 4 _ None of the above statements were factual; nor could they be substantiated 
_ by evidence. Indeed the engineers’ unions have had difficulty in supplying 
enough men for the industry in the past two years. 
4 After June 12, 1961, a great deal of further consideration was given to 
va this section of the act Ae the department and it was subsequently passed by 
4 the Senate in 1964 in its present form. 
In addition to allowing the use of one certified engineer on vessels under 
- 150 gross tons and not more than 15 nominal horsepower on certain restricted ; 
4 voyages, as in the original Bill No. C-98, a further limitation has been included. 
_ This further limitation headed subsection (2) (a) of section 115 stipulates that 
ba vessels of more than 8 but not more than 10 nominal horsepower and more 
i than 600 B.H.P. shall carry a 3rd class engineer duly certified. In the past no 
_ tug boat of 10 nominal horsepower or less needed to carry such a certificated 
ig engineer. | 
4 We of the B.C. Towboat Owners’ Association have the Ae comments 


Hi 


1. We are not in favour of the 150 gross tons limitation hikes on this © 
amendment but otherwise feel that this amendment is well worded. 


2. <A vessel of 150 gross tons is not a large ship and, in general, must 
be a vessel of less than 100 feet in length. 
21713—53 


692 STANDING COMMITTEE 


(Note—All tugs towing log barges in British Columbia are more a 
than 100 feet in length and by 1966 more than one quarter of the © 
logs in British Columbia will be moved by log barges.) 


3. The operation of the main engine must be fully controlled from the © 
wheelhouse and, in fact, on all British Columbia vessels can be { 
controlled from at least two other control positions. 
This is on the flying bridge or aft on the winch. 
There are controls all over the boat. 


4. The minister may prescribe any other conditions which he deems aq 
advisable before making an exemption under this clause. . 


5. This clause only applies to vessels operating in home trade class III ~ 
waters or inland class II waters which can be restricted by the ij 
steamship inspector and certainly will not allow a vessel to go more S 
than 20 miles offshore or more than a maximum distance of 100 © 
miles between ports of refuge. a 


This suggested amendment, therefore, has a great number of built-in — 
restrictions. } 
Many of our members have been in business on this coast for over 45 — 
years. F 
My friend here has been in longer than I have. : 
These men have seen tremendous changes take place in the construction, ~ 
powering, and outfitting of B.C. coast tug boats. This has been particularly — 
accented by the ship building subsidy which is now in effect, we hope. 4 
The days of the wooden tug boat are finished and these old vessels are ‘ 
being replaced by modern welded steel hulls with tremendous improvement ~ 
in seaworthiness and reliability. a 
These same operators have seen a transition from coal and oil fired steam ~ 
engines to the first unreliable heavy duty diesel engine which required a con- — 
tinual watch for bearing failure and constant mechanical lubrication. t 
They have seen metallurgical improvements whereby the quality and # 
weight of engine parts have been improved, plus the addition of many types of i 
both visual and audible alarms being attached. Whether engines are over or 4 
under 10 nominal horsepower, they have seen the fitting of multistation auto- . 
matic controls for both main engine and auxiliary equipment. ° 
The common use of electronic aids to navigation has greatly improved the a 
safety of crew members. » 
Both towboat operators and employees must agree that the modern tug © 
boat is safer and more reliable than the older vessels for which section 115 of - 
the Canada Shipping Act was orginally designed. ‘ 
We feel also that we must outline a rebuttal to some of the arguments put 4 
forward by the hon. Mr. Winch. First of all, there are only 9 tug boats on the 4 
British Columbia coast which are less than 150 tons and between 10 and 15 © 
nominal horsepower. Therefore, at the maximum, only 18 engineers could be i 
displaced (2 such engineers necessary to continuously man one vessel). How- ‘ 
ever, a number of these vessels have certificates which are higher than class 34 
certificates and, therefore, the engineer could not be replaced. Some operators | 
have served as engineers on this class of vessel—and I include myself as one— | 
and it is a well known fact that these engineers do not keep a constant watch f 
in the engineroom but spend a great deal of their watch in the galley andi 
wheelhouse. It is therefore a fact that a 24 hour watch is not being kept at the 
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present time in the engine room on such vessels. it 
If also, the automatic controls and both visual and audible alarms are not i 
reliable, towboat operators in British Columbia as well as ship operators all 4 


iS 
over the world are wasting a tremendous amount of money. 4 
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a With the strides that are being made through automation and technological 
- advances, we of the British Columbia towboat industry feel that this section 


- will certainly be revised further in years to come. We are sorry to see the 
| limitation of 150 tons imposed on this section. It should be at least 200 gross 
1! __ tons; in fact, we believe within the next few years the industry will be request- 


ing a limit of 250 gross tons. 
We, on the British Columbia coast, must compete with foreign freighters 
that have taken full advantage of electronics and modern machinery to reduce 


| crews. 


Let us now consider proposed amendment subsection (2) (a) of section 115. 
From our association’s viewpoint, this amendment can only be a regression 
after considering the foregoing arguments. With the great improvements in the 
reliability of modern marine engines and with all the automated controls and 
alarms, particularly on this size of engine which is under 10 nominal horse- 
power, we can see no reason for carrying any certified engineers. Vessels of 


ny this class have already been operating for over 10 years on this coast without 


certified engineers and, in fact, with individuals who are in charge of the engine 
but also perform other duties. 

i Certified engineers have not been required in the past on vessels under 
i 10 nominal horsepower and it is difficult to see why they should be required in 


i the future. 


We of the British Columbia towboat industry are particularly interested in 
operating safe and efficient vessels. In fact, in the past five years, management 
has instituted and spent considerable capital on industry wide safety programs. 

Because of the ship building subsidy, we have been able to put into service 


| many new vessels which all must agree are safer and more seaworthy than 


vessels previously in existence. It is therefore our contention that the proposed 


| change to 8 nominal is indeed a backward and unnecessary step which, if im- 


ie plemented, will lower the efficiency of the industry. 
ie We of the British Columbia towboat industry are anxious to provide any 
| further information which the committee might require and look forward to the 


ye opportunity of being present in Ottawa when committee meetings are held. 


We thank you for the opportunity to be present. 
The CHAIRMAN: Have you any further remarks? 
Mr. Linpsay: I have a few more things I would like to say if I might. I 


_ would like to point out that there is no towboat in British Columbia which 


comes under the jurisdiction of the steamship inspection which has hada loss 

of life through sinking, stranding or engineroom failure on the British Columbia 
coast in the past five years. We have had the odd case of a man being hit by 
a towline and knocked overboard; that was a deckhand. We had another case 
| where a person fell off the wharf. There have been deaths in our industry, 
| but not through mechanical failure, sinkings or strandings of vessels over 15 
_ gross tons which are covered by steamship inspection. There is one way to have 
a 100 per cent safe vessel; this is to have the vessel tied up at the dock and 


iA not operating. In this case there would be no crew on board and there would 
| be no problem. 


Mr. Cowan: The Noronic burned at the dock in Toronto harbour. 


Mr. Linpsay: If we are to get down to this type of restrictive legislation, 
it could put us back so far that there would be no jobs. There is a terrific 
expansion in the primary industries on the west coast which we service, such 
as the pulp and paper industry which will double between now and 1970. Our 
business has increased 50 per cent in the past five years, and we feel in the 
next five years it should increase another 50 per cent. This means new vessels, 
more jobs and more engineers. We cannot obtain engineers right now to serve 
on our vessels. We are able to get the odd one temporarily who is waiting 
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for the fishing season to open. They all want to take off as soon as ie spring 
arrives and we are left without sufficient men to operate our vessels. fi 
We have three main concerns in the twoboat industry today; first, to. 
remain competitive in the lumber, pulp and paper and mining industries. Second il 
we have to be able to find the capital to keep up with growing industry. The | 
third concern is, that we have to find the labour force and the men to man : 
our equipment. These are three of our prime concerns on the west coast today. q 
We note that within 35 miles from Vancouver, across the American border, — 
the Puget sound towboat industry has no restrictions whatsoever on vessel 
up to 200 gross tons. They have no inspections of any description. We have — 
inspection at 15 gross tons. We are competing back and forth in business with — 
Puget sound. 
Now we are concerned with all competition, not only American competition. 
We have to compete with Norwegian vessels operating from British Columbia ~ 
moving newsprint to California with Norwegian crews. Norwegian wages, q 
being fully automated, with vessels 10 times larger than we are operating, 
and with no watch necessary in the engineroom. ‘ 
One of our big competing companies, MacMillan and Bloedel, are biitdinaa 
a big ship now to try to compete on the Canadian coastal trade in moving © 
newsprint down there. We feel that further regulations are absolutely unneces- 
sary in lowering the limits for safety’s sake, and we feel that we are running > 
a safer operation today on the British Columbia coast than we have ever 
operated before. iM 
We have problems in getting employees. We feel that further legislation 
will cause us to have more problems in this regard. The union has said that 
there are technical considerations which are in favour of less legislation, not 
in favour of more legislation. 4 
There is one thing in this ‘and/or’ change which the unions are recom-— i 
mending. If they want to change the wording in their brief, this is going to. 
include a tremendous number of fields. The reason for doing this is to bring» 
a whole group of vessels under regulation which are not presently unde 
regulations, and it will bring the fishing boat type of vessel into this as well, » 
and I think this would create some repercussion in the fishing industry. a 
Now, I think maybe we have said enough, but I do feel that the proposed. 
change in raising the limit from five nominal horsepower to 200 would provide — 
a much better framework for the inquiry which is to be carried on in the 
next 10 months on the British Columbia coast. q 


The CHAIRMAN: It is now 10 minutes to 11 o’clock. I had proposed to cal 
upon the Department of Transport to complete the picture before asking yol 
to present your questions, but the minister has a suggestion he wishes to make. | 


Mr. PIcKERSGILL: In view of the fact that all the witnesses before th : 
committee come from British Columbia, I do not think any of us would wan 
to keep them here until Monday if we could possibly complete the operation — 
today. I wonder if we could not agree to resume our sitting at 2.30 in theg 
railway committee room in the main building. We all know there is a very 
important bill on in the house and we have to be near enough to the chamber » 
in case there are any votes called, and that applies to members from all parties. ( 
I can probably have a word with the whips to see that some reasonable — 4 
amount of notice is given if some vote is coming up, and we could complete 
at any rate the hearing, and then let these gentlemen return home. I wonder _ 
if that would be agreeable? Possibly we might sit for another five minutes. | 


Mr. WincH: No, let us adjourn. | 4 

Mr. PICKERSGILL: May I put one question to the witnesses not to be 
answered now, but so that they might think about it on both sides between | 
now and 2.30. I have the impression that every member of the committee 
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P rould like to te from both witnesses whether they would rather have us 

make the changes which are now proposed which do not satisfy them com- 

pletely in every case, or leave the law just as it is? I think we would like 

from each of them a Weaeaned answer to that question. I think it would help 

us to make up our own minds about it, if we could have from both of them 

an answer to this question: If you are faced with the choice between leaving 

_ the act alone, or putting in this clause, which would you choose? i 
h Mr. Conk here, and the other two geritlemen might give us an answer to. 
it some time during the afternoon, and I think it would help us all. 

| The CHAIRMAN: The committee now stands adjourned until 2.30 p.m. in 

the railway committee room. 


AFTERNOON SITTING 


The CHAIRMAN: We have a quorum. Would you please come to order. 

lays Just before adjournment this morning we decided to proceed with the 
| evidence of Mr. Cumyn with regard to clause 4. He is present now and I would 
ask him to make any comments he wishes to make at this time. 


Mr. WincH: Mr. Chairman, before we hear from Mr. Cumyn, in view of 
_ the very important question which was put by the minister, before the adjourn- 
- ment do you think we might have answers from the two parties concerned 
a at this time. This may have an important bearing on the issue. 

4 Mr. PICKERSGILL: Well, Mr. Chairman, if they are prepared to give their 
' answers without hearing from the department, perhaps that would be a good 
ye idea. because then it might not be necessary to hear from the department. If 
_ they both give the same answer to my question it might end our deliberations. 
- here and now, for which I am sure we all would be grateful. 


Me Mr. WincH: Mr. Chairman, I suggest that we hear the two answers. 


ae The CHAIRMAN: All right. I will ask Mr. Cook and Mr. Lindsay if they 
a are ready to answer the questions put to them by the minister just before 
adjournment this morning. 

f Mr. Cook: Mr. Chairman, we would be prepared to hear from the depart- 
' ment first. 


o Mr. Linpsay: Mr. Chairman, we would be prepared to answer the ques- 
_ tions now. 
a Mr. PICKERSGILL: Perhaps we should hear from the department officials. 


Mr. ALAN CumMyYN (Director, Marine Regulations Branch, Department of 
Na a Transport): Mr. Chairman, I would like to make a few comments on the brief 
a ‘submitted by the guild. Many of the points already have been touched upon 
by the ship owners, and I will skip over them as lightly as I can. 

i First, I would like to stress that clause 4 (c), while proposing to dispense 
with the carriage of a watchkeeping engineer, does not mean that there will 
not be a chief engineer on the ship. It should be appreciated that, in fact, there 
__will be an engineer on the ship charged with the over-all supervision of the 
machinery. 

Then, turning to subclause (2)(a) of clause 4, the brief does not make it 
- clear that this is actually an extension of the requirements; that these boats 
in the 8 to 10 nominal horsepower class presently are and have been operating 
without certificated engineers; and that, in fact, we are bringing them under 
regulations in this respect. 

On page 2 of the brief there are listed a number of vessels which will be 
_ able to operate without a certificated engineer because they are below 8 nom- 
- inal horsepower. Well, it is our experience, Mr. Chairman, and it is the gen- 
eral experience in shipping, that the moment you establish a criterion the 
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ship owner proceeds to equip his vessel or build it, or engine it, so it comes a 
just under that criterion. I am sure if we brought the criterion down to LD q 
nominal, then the ship owner would proceed to install engines at 7.4 nominal, 4 
or something of that nature. Then the questior ds how far down are you going a 


ri) 


to chase him. 

At this time I think it should be stressed that the United States tugs with 
which the west coast ship owners are competing do not require certificated 
engineers for tugs below 200 gross tons. These tugs are allowed to operate 
with or without engineers, as they please. 


Mr. WincuH: Is that without regard to the brake or nominal horsepower? 


Mr. CUMYN: Without any regard to the power of the machinery installed. 

On page 3 of the brief, mention is made of a report by the Ontario Special 
Committee on Revisions of the Operating Engineers Act, which state that 
operating personnel should not be replaced entirely by automatic equipment 
and controls. Of course, we are not proposing to do this. We simply are pro- 
posing that although watchkeeping engineers will be dispensed with, there 
will still be a chief engineer on board. 

At this point mention might be made of the fact that there are ships — 
operating on the oceans today which are of a very modern type, in which con- 
ditions in the engineroom can be monitored to the bridge and to the chief 
engineer’s cabin, and they do not have watchkeeping engineers at all. We 
know of a large trawler under the United Kingdom flag operating in the North 
sea under this condition. 

Mention is also made at this point of the fact that human beings can 
maintain a better watch than can instrumentation, because they have five 
senses. This is open to doubt. 


Mr. Cowan: Do you mean it is open to doubt that they have five senses, 
or that automation is providing better safeguards. 


Mr. CumMyn: I mean it is open to doubt that human beings can keep a ~ 
better watch than can the use of instruments. Many ships are being operated — 
through instrumentation and quite a number of industrial installations on 
shore are already handled in the same way. 


On page 4 of the brief it is claimed that modern engines require more 
expert supervision and care than did the old type of machinery. Now, that 
may be the case but it is a different kind of care. With the old type of machinery 
you had to have an engineer moving about the engine room, feeling the bear- — 
ings, watching the bilges and looking at other pieces of machinery. But, of — 
course, now this is all done in modern ships by the engineer sitting in a con- — 
sole in the engine room watching his instruments, or by someone on the bridge 
watching instruments. Mention is made of fractured oil lines and plugged 
bilges being unrealistic to the marine engineer. But oil lines are fitted with 
special fittings to take care of vibration, and plugged bilges are looked at by 
the marine engineers or steamship inspectors as an indication of poor house- 
keeping, such as someone leaving rags in the bilges, and that sort of thing. 


We come now to the thorny question of nominal horsepower. The state- 
ment is made here that nominal horsepower is simply an arbitrary convention 
which is ambiguous and dangerous. So far as it being an arbitrary conven- 
tion, so is brake horsepower in the manner in which the board of steamship 
inspection would have to use it if it was placed in section 115 of the Canada ~ 
Shipping Act in place of nominal horsepower. The reason for this, as I pointed _ 
out the other day, is that the rate of revolutions and cylinder pressure are i. 
factors in the calculation for brake horsepower. Now, the board of steamship — 
inspection will have to calculate the brake horsepower of any engine in 
question, and they will have to assume a rate of revolutions and a cylinder 
pressure because these are variables which can be varied by the operator — 
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: 4 at will. So, if you use a formula and base the factors in that formula on an 


| figure; in other words, the brake horsepower that the board of steamship 
_ inspection will derive from any formula will not necessarily be the brake 
_ horsepower used by the operator in the operation of his ship. And it is quite 
_ possible that two ships fitted with the same model of engine will work on 
a different brake horsepower, depending on the speed at which the engine is 
operated and the operating pressure in the cylinder. Moreover, the relationship 

| that exists in section 115 of the Canada Shipping Act between the horsepower 
| criteria contained therein and the grade of engineer that is required for 
each criterion is not based on any arithmetical calculation. The criteria are 
simply designed in the first place by the board of steamship inspection in an 
arbitrary manner, and this is based on experience and judgment. The point 
Iam trying to make, sir, is this. If you look at the brake horsepower limitations 
contained in the section and then the requirement that for a certain horse- 
power a certain grade of engineer will be required, and ask yourself how 
does the board of steamship inspection decide that so many brake horsepower 
requires a first, second or third class engineer, you must appreciate that this 

_ was done on an arbitrary basis and was not done by mathematical calculation. 

_ Therefore, the whole process is an arbitrary one. Whether we use brake horse- 
- power or nominal horsepower is rather unimportant, except to the board of 
4 steamship inspection who are charged with the implementation of this legis- 
lation. We know that as long as we use nominal horsepower we will have 

no argument with a ship owner, the engine builder or the unions because the 
calculation for nominal horsepower is quite simple. It is based on non-variable 

| factors, the cylinder diameter and the number of cylinders, and there can 
| be no argument about it. If, however, we are forced to the use of brake 
| horsepower we will have to assume the revolutions and the cylinder pressure, 
~ and we will find ourselves in constant hot water with the unions, with the 
ship owners and with the engine manufacturers who will be pressing us to 
| assume revolutions and cylinder pressures that will serve their particular 
interests. Every interest will be different. So, wishing to lead a quiet life, 
_ we would much prefer to be allowed to continue to use nominal horsepower. 
I was asked the other day what other countries use the nominal horse- 

| power measurement. I have learned that it is used in the United Kingdom and 
Australia and, as I pointed out previously, it is used by automobile associations 
in the United States and many other countries of the world. They use it, 

of course, for precisely the same reasons as we use it. The United States 
coast guard do not bother with tugs under 200 tons, so it is immaterial to them. 

On page 7 of the brief of the Canadian Brotherhood of Railway, Transport 
and General Workers, the National Association of Marine Engineers of Canada 
- Ine. and the Canadian Merchant Service Guild, you will see a reference to 

| instances of a self-propelled dredge being classified as a ship where the main 
propulsion engines may be 1,000 brake horsepower, with pumps requiring an 
additional engine output of 4,000 brake horsepower. 

The thought is expressed that instead of using the criterion of 1,000 brake 
horsepower for propelling machinery, we should use 4,000 brake horsepower 
plus 1,000 and make it 5,000 brake horsepower. But it should be pointed out 
here that the 4,000 additional horsepower is used to drive the dredging pumps 
which are not used to propel the vessel and which are not concerned with the 
safety of the vessel; they are merely additional equipment. 

On page 8, the claim is made that the proposed changes in clause 4 will 
result in the loss of many jobs for certificated engineers. Our inquiries indicate 
that the first part of clause 4 will result in the loss or might result in the loss 

of some 24 jobs, whereas the imposition of the second part of clause 4 would 
result in the creation of some 12 jobs, resulting in a net loss of 12 jobs for 
& certificated engineers. 
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The claim is made on page 9 of the brief that ie effect of inte Jegislationts 
might be to downgrade the standards of marine engineers. I can assure you, © 
sir, that the board of steamship inspection, as well as the guild, have always | 
been very active in upgrading the standards of the marine engineers. We have > 
always worked very closely with the schools, and we have always maintained — 
the examination standards at the highest levels consistent with an ability to 
obtain a reasonable supply of marine engineers. 

There are listed on page 10 of the brief some 10 vessels which were © 
recently taken out of operation by Straits Towing Ltd. My understanding of 
the reason for these vessels being taken out of operation is that they have 
become very old and uneconomic for that reason. 

A recommendation is made on page 12 that section 115 subsection 2(a) 
should have the word “and” in the third line replaced by the word “or”. This, 
of course, would mean that many tugs in the 700 or 800 brake horsepower class, 
but which are below the 8 nominal horsepower, would now require to have © 
a certificated marine engineer aboard. I do not think we should be too much — 
impressed by the fact that these engines have a brake horsepower of 600 or ” 
700 because actually these engines are of very modern type and operate at a ~ 
high rate of revolutions. They are designed to operate without adjustment for 
thousands of hours in some cases, and then to be taken down for a complete 
overhaul and rebuilding. The whole concept is that they will operate without 
adjustment during those times. In fact, they are so doing. P. 

A question was raised here yesterday about the efficiency of the steamship 
inspection service on the west coast. I find that over five years between 1958 
and 1963 we had some 1,220 vessels under inspection. During this time © 
there were 21 vessels lost, four of which were tugs and the remainder were — 
fishing vessels. There were 25 lives lost during this period, all of which were — 
lost from fishing vessels, there being no loss of life from tugs. I am talking, of j 
course, of inspected tugs of over 15 gross tons. yi 4 

We do appreciate that probably the time has come to extend the steamship — 
inspection in some measure to tugs below 15 tons. We have discussed this — 
matter with the guild and we have informed them that legislation to bring © 
this about is presently under consideration in the department. ‘ 

May I say one last word, sir? On looking over the requirements in the — 
United Kingdom I found that certificated engineers are required only on foreign- — 
going ships and on home-trade passenger ships. They do not require the car- 
riage of. certificated engineers on coastal tugs in the United Kingdom. | 


The CHAIRMAN: There will be a short recess while the members go to 
the house for a vote. a 
Recess. 


On resuming. 
The CHAIRMAN: May I suggest, Mrs. Rideout and gentlemen, that the brief 4 


Wewpedenta ive of the company will be coming to present the brief foe us. { 
Mr. Wincu: It should be noted that the brief will be tabled after the — 
section concerned is passed. a 


The CHAIRMAN: Yes. 
Is that agreed? 


Agreed. 
Mr. PicKERSGILL: Mr. Chairman, while we are waiting for the witnesses 
may I say a word about the railway bill? se e' 
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he present session. Perhaps the committee would like to deal with those 
‘before we start on the subject matter of the railway bill. I suggest that the 
- first session of the committee on the railway bill might be held next Thursday 
- morning when departmental officials could give an exposition of the bill which 
would be printed and on the record over the week end. A week from Tuesday 

_ the committee might start hearing other interested parties. I think that would 
_ provide ample notice for those who want to appear. I hope no pressure will 
- be put on reluctant witnesses. I think there is no doubt that there will be 
_ plenty of people who are only too ready to come at this stage to have their 
| briefs heard, and any others can be heard when the bill comes back again in the 

new session. 

I put forward those suggestions, Mr. Chairman, and leave them with the 
- committee. 

is The CHAIRMAN: Gentlemen, if this bill passes through committee today 
_ we should be taking up three private bills on Tuesday next, and that I think 
would be a short session. 

Mr. BARNETT: Can you tell me what those bills are, Mr. Chairman? 
a The CHAIRMAN: Those are the two pipeline bills and another bill which 
' were referred yesterday afternoon. 

On Thursday next, as suggested by the Minister, we could have a meeting 
at which the officials of the Department of Transport would explain Bill No. 
_ C-120. That was done last fall. I had three meetings but they were rather 

_ private meetings of the committee. This would be a regular meeting of the 
| committee and the evidence would be recorded, but limited to the officials of 
_ the Department of Transport. 

e If possible, in the following week we would begin the regular meetings 

' with witnesses from different parts of Canada and representing different 
| _ interests. | 
ae I will now ask Mr. Cook, Mr. Lindsay and Mr. Cumyn to sit here, and 
i a members may question any one of these witnesses. 

} a Mr. Macautuso: Had Mr. Cumyn finished his remarks before we left, Mr. 
ie 6~Chairman? 

The CHAIRMAN: Yes. 
Mr. CUMYN:. Yes. 


Mr. WincH: Mr. Chairman, I appreciate the arrangement you have made 
to have these witnesses questioned at the same time. I think it is excellent. 

‘ There are a number of questions I would like to ask, but in view of the 
fact that I have either honourable or dishonourable mention twice in the brief 
submitted by the tugboat owners I would like to direct my first question to 
Mr. Lindsay. 

bi There is one phase on which I think all committee members would like to 
/ have some clarification. I understand, Mr. Lindsay, that you are rep e 
| strictly the tugboat owners of British @alumbia: 

Le Mr. Linpsay: I am representing the British Columbia tugboat owners. 

Mr. WINCH: Strictly tugboats? 

Mr. Linpsay: Yes. ; 

i Mr. Wincu: Can you clarify just what you have in mind on page 3 where 
you say that in British Columbia you must compete with foreign freighters that 
= have taken full advantage of electronics and modern machinery to reduce crews. 
‘ Just what is the relationship between foreign freighters and the tugboat 
industry; we would like to have that information for clarification. 

4 Mr. Linpsay: There are some examples; two come to my mind. There is 
- the movement of newsprint from Ocean Falls and Duncan Bay by the Crown 
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Zellerbach Company to Los Angeles. This is moved between Canadian and iq 
United States ports. We were beaten out in this trade by a foreign trader. ~ 
MacMillan Bloedel & Powell River Limited have shipments in the same trade. — 
There are two foreign vessels operating from Port’ Alberni and Powell River 
to the Los Angeles area. MacMillan and Bloedel are terminating this charter — 
and building a new deep sea barge to take over this business. They have to 
compete and they feel that with their new tug and barge unit they can do it — 
cheaper than it is being done by the foreign freighter at the present time. I - 
think they will question this later, but this is the situation right now. 4 

Mr. WincH: The point is that you want a situation in respect of the tug- — 
boats where you are operating internationally from British Columbia to Seattle, 
Portland and San Francisco. ‘ 

Mr. Linpsay: Our company is so doing. We do ship salt, although normally _ 
this is done by a foreign ship. There is lumber shipped from British Columbia — 
to Hawaii and Japan, and this type of business is open to the towboat industry 
in British Columbia. 

Mr. WincH: Are you saying the tug operations in British Columbia cannot 
compete with a foreign trader in picking up in British Columbia and delivering 
in San Francisco or Seattle? 

Mr. Linpsay: We cannot compete in the last two instances I have men- ~ 
tioned. We have not been able to compete. This particular bill does not cover — 
that size of vessel, but what I am endeavouring to say is we have to remain | 
competitive in the towing industry and if they keep putting in legislation and 
legislation, we are going to be in a position where we cannot be competitive 4 
in international trade. 


Mr. WINcH: Will a change of one engineer on the tugboat place you in a 
competitive position with a foreign cargo ship? a 

Mr. Linpsay: A change of one engineer on a tugboat will cost a company a 
approximately $12,000 a year. 

Mr. PICKERSGILL: A saving? 

Mr. Linpsay: It will save or cost. 


Mr. WincH: Are you telling the committee that this will make the difference 4 
in your being able to compete in international trade? f 


Mr. Linpsavy: I am saying it is a large amount of money when it is on the © 
net profit or gross profit side; it is a tremendous amount of money. 


Mr. Basrorp: While the minister is here, may I ask whether it would help — 
you to remain competitive and get into this foreign business if the shipbuilding — 
subsidy continued? 


Mr. PICcKERSGILL: I think this is out of order. 
The CHAIRMAN: May we please return to Mr. Winch. 


i 
al 


Mr. Barnett: I wonder whether I might ask a supplementary question in 
the field Mr. Winch opened up. As I understand it you mentioned competition ~ 
from the Puget Sound area. I take it that this must be the international trade 
you are talking about; am I correct in that? My understanding is that only ~ 
ships of British registry can operate within Canadian waters. I wonder whether — 
you could clarify for us just where this Puget Sound towboat competition 
enters into the picture. 


Mr. Linpsay: I think really there is a great deal of business from British 
Columbia down to Puget Sound which is in inside waters and where you can — 
use much smaller vessels. There is a great deal of movement of limerock from a 
Texada Island. There is pulpwood shipped from the sawmills to the pulpmills _ 
in the Puget Sound area. This is an area where a lot of our boats can operate. - 
The Americans cannot come up and run from Vancouver to Prince Rupert — 
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ae and we cannot run from Seattle to Bellingham. There is a large trade back 


and forth. There is no regulation of the United States vessels in this trade 
such as the regulations which we have in effect right now. 


Mr. WiNncH: Mr. Chairman, this is our fourth meeting on the Canada 
Shipping Act amendments. I still think clause 4, to a great extent, basically 
hinges on the interpretation and meaning of brake horsepower and nominal 
horsepower. I understand, Mr. Lindsay, you are an engineer. 

Mr. LinpsAy: I am not a certified engineer. I worked in the engineroom. 
I am a mechanical engineer. 


Mr. WIncH: You are here representing the British Columbia Tomes 
Owners’ Association. 


Mr. LINDSAY: Yes. 


Mr. WincH: I am not worrying about your challenging me in respect 
of something I said three or four years ago. However, your testimony has 
to do, to a great extent, with nominal horsepower. May I ask you what is your 
understanding and interpretation of nominal horsepower? What is nominal 
horsepower so far the British Columbia Towboat Owners’ Association is 
concerned? 


Mr. LinpDsay: It is the diameter of the cylinder squared, in inches, times 
the number of cylinders, divided by 60. Mr. Cumyn could tell you better 
than I. 


Mr. WincH: Do you accept Mr. Cumyn’s authority for a definition of 
nominal horsepower? 


Mr. LInpDsAy: Yes. 


Mr. WINcH: Mr. Cumyn, do you have the authority you quoted here with 
you? You quoted from Dyke yesterday. Do you have it with you? 


Mr. CuMyYn: Yes. 


Mr. WincH: Would you mind rereading the definition which you used 
yesterday as the authority? Would you read it for the information of Mr. 
Lindsay? 

Mr. Cumyn: I did not mean this to be taken as my authority. 

Mr. WincH: Then why did you read it to the committee? 


Mr. Cumyn: I do not like to be told that I am using something as an 
authority which I am not using as an authority. 


Mr. WincH: When I questioned you yesterday you said you would like 
to make reference to this. 

Mr. Cumyn: I said that because I wanted to show that the steamship in- 
spection branch is not alone in using nominal horsepower and that it is in 
fact quite a widely used criterion for purposes of this kind. 


Mr. WincH: Then you quoted Dyke. Would you mind reading what you 
read to us yesterday? 


Mr. Cumyn: It reads: 


How to Figure the N.A.C.C. Formula 


This formula is used by all leading manufacturers and by the 
license offices in different cities. It represents a comparative horsepower 
rating for automobiles that is used for taxation and similar purposes. 
It is not an engineering formula, and does not accurately represent 
the power actually developed by the engine. The formula is expressed 
as follows: 

(Diam. in inches) ? X number of cylinders 
Horsepower = — 
2.9 


power of an engine; do you agree with the definition which has been read? 
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Question: What is ne N.A.C. Cc. horsepower of a - four-cylin« 
engine which has a 4-inch bore? , 
By referring to the table below, one ae inch ee Ap indene is Bi 
and 4 cylinders of 4-in. bore is 25.6 h.p. 


D?2 N 
This is arrived at as follows: h.p. = 

25 
D2 (diameter squared) 4x 4= 16. 
N (number of cylinders) = 4. 
2.5 (constant). 

16 x 4 
Therefore the horsepower is ———— = 64 + 2.5 = 25.6 h.p. 
2:5 


It will be noted that the stroke of the cylinder was not taken ints 
consideration at all. 


Mr. Winco: Thank you. Do you agree that nominal horsepower is not a 
scientific method and that it is not anything that will give you the actual 


Mr. Linpsayr: I do not necessarily. I think it is the most nearly perfect thing 
we have for comparative purposes at the present time. I do not think it is perfect, 
but I think it is as perfect as anything we have at the present time, and more ~ 
perfect than brake horsepower. a 

Mr. WincH: But you would agree it is not scientific? 

Mr. Linpsay: I would not necessarily agree it is not scientific. 

Mr. WincH: Would you agree that it does not give you the actual power of 
the engine? 

Mr. Linpsay: I agree that it does not give you the actual power of the 
engine. 

Mr. WincH: How do you differentiate between your statement that the 
brake horsepower does not give, and your admission now that nominal hor 
power does not give, the actual power of the engine. 

Mr. Linpsay: Did I say that about brake horsepower? 

Mr. WincH: You made that very clear in your statement. 

Mr. Linpsay: Where? | 

Mr. WINcH: Perhaps it was Mr. Cumyn. ; 4 

Mr. PIcKERSGILL: May I ask a question, Mr. Winch? May I ask if you have | a 
read the definition of nominal horsepower in the Canada Shipping Act? 

Mr. WINCH: Yes. 

Mr. PicKERSGILL: Nominal horsepower is defined in the act itself. I iG. 
looked it up while you were speaking. It says: 

“nominal horse-power’’ means the measure of the size of marine engines 
ascertained in accordance with regulations made from time to time b} 
the governor in council; 


The department, until parliament puts in a new criterion, is bound to ust 
nominal horsepower, and this defines it. We would have to alter the whole — 
scheme of the act, it seems to me, in order to put something else in its plage 

Mr. Wincu: Is there also a definition of brake horsepower? 


Mr. PICKERSGILL: It is contained in the regulations: 
The nominal horsepower of an internal combustion engine shall 


computed by adding together the squares of the diameters of the cyli ih 
ders measured in inches and dividing the result by sixty, except that in 
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ie 


the case of ghee ere the power is applied to ae sides of the piston 
or where the power is applied to one side of each of two pistons in 
each cylinder, the divisor of sixty shall be replaced by the divisor 
of thirty. 


Mr. Barnett: Is that the regulation made by the governor in council? 


_ Mr. PiIckeRSGILL: This was made in 1958. It is P.C. 1958-1221 of August 28. 
I understand that brake horsepower is not used in the original act. It seems to 
me that if we were to introduce a new criterion we could not just introduce it 


: Mr. WINcH: I am interested in brake horsepower and nominal horsepower. 
_ However, going to nominal horsepower, may I ask Mr. Lindsay, if clause 4 as 
Gi, it is now were to be enacted, whether in the tug boat industry you would not 
_ require the engineers that are required under the existing act? 


P Mr. Linpsay: I say you would require more engineers under the new 
_ Sales as its stands than under the old legislation. I might explain this by 

_ Stating that we are dropping from 10 down to eight nominal horsepower. There 
a are about 80 engineers employed on those boats. We are not required to have 
oc: by law. We have them now, but if this legislation passed in this form 
4 these men would be guaranteed jobs. There is a possibility of some reduction 
_ between 10 and 15 nominal horsepower. I would say there would be a loss 
_ of some 12 jobs. Actually, between 8 and 10 we now have engineers on the 
|) vessels, but we do not have to carry them by law. We would be forced to do 
ba So under the new law. | 


la Mr. PICKERSGILL: What would be the net effect of this? It seems to me 
| that paragraph (c) relieves you of the necessity of having a certified engineer 
and 2 (a) puts engineers on vessels on which they are not now required. | 
. It is a simple problem of addition and subtraction to find out what the 


/ g net effect on employment would be as things now stand. 


a Mr. LINDSAY: I think the net effect would be this. There are 60 engineers 
4 working in the industry now, and they have no guarantee of staying there. 
vA a However, they would then be guaranteed their jobs. But it affects very, very 
Ry tew vessels. I heard a figure mentioned of 12 or 24 men, but I think this is 
4 an overrating. I think it is less than that, because many of those engineers 
a. could fit into other boats with higher certificates. 


if a - Mr. WincH: I would like now to ask Mr. Cook, arising out of his presenta- 
tion and position as the representative of the marine engineers of British 
Columbia, in what way he disagrees with Mr. Lindsay’s statement on the effect 
i: fof unemployment, on the existing situation, and on the change which could be 
ba made by this amendment. 


Ae i Mr. Cook: The figure he uses, naturally, is rather approximate. I do not 
| i think at this immediate time it would be too far out of line, but it may have a 
r y variance of five or ten. The danger is not to the position now. However, it now 
seems to be the time to change this for vessels between 8 and 10, or between 
4 10 and 15. They might change engines in the vessels, to engines ahr now fit 
ie into the new aspects of the new legislation, whereupon there would be many 
ae jobs lost. You see, all they have to do is to put a high speed engine into it with 
ie. the same type of horsepower, or probably more if they wanted to do it, and 
_ thereby do away with one engineer completely. Many of the vessels with up 


ae to and around 15 horsepower, will also be put in the same position. 

4 Mr. PICKERSGILL: Are you talking there about 2 (a) or about (c)? 

Mr. Cook: Both, in both instances. 

Mr. PICKERSGILL: It could not be done under 2 (a) because 2 (a) extends 


bi 
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at all. So it could not possibly reduce any compulsory jobs, because there are Y 
no compulsory jobs now. 4 

Mr. Cook: That is very true, but my concern is this: The point you | 
have made is that if it were moved down to this position and you used brake © 
horsepower, which we said should have been used, then it would prota b 
a certain number of jobs which will not be protected under the present bill. © 


Mr. PICKERSGILL: But a certain number of jobs now are protected. 
Mr. Cook: I think those jobs could be removed within a month. 


Mr. PICKERSGILL: Under the law there is no requirement for vessels in q 
that category to have an engineer, and if they do have one, it is because they x 
want to have him. We are putting in a requirement that they must have an ~ 
engineer, when they would not require him under the law as it presently stands. a 
Clause 2 (a) requires classes of vessels to have an engineer which do not ‘ 
presently require one. In other words, we are guaranteeing jobs for a number 
of certificated engineers which are not now guaranteed by law. 4 


Mr. Cameron (Nanaimo-Cowichan-The Islands): Is this 2 (a) as it © 
appears in the 1956 amendment to the act? 


Mr. Coox: No, in the proposed legislation. 


Mr. PICKERSGILL: Clause 4 of the bill brings a class of vessels under the 
law requiring a certificated engineer, when previously under the law they did © 
not require one. It may not produce any new jobs, but it will at least guarantee — a 
the permanency of those jobs which are not guaranteed now. ‘ 


Mr. LinpsAy: I can read you 30 names whose jobs would be affected. 


Mr. PICKERSGILL: It does not matter how many or how few there are. 
It is a fact that up to now, if they do have an engineer it is because the union 
insisted on it, or because the owner thought it was wise, or both. 


Mr. Linpsay: May I make one more comment: we seem to be dwelling 
on the 765 horsepower class, and the same engineers referred to under the 90 ; 
horsepower class which I think we are dealing with, because it happens © 
to be a class used in local waters around Vancouver. A lot of boats of that 
class would be obsolete and would have to be replaced. I can name $5 million © 
worth of new construction going on on the coast now for vessels of over 130 feet — 
in length. We are now building $121 million worth, with 3,500 horsepower, q 
and so are MacMillan and Bloedel, and there is another vessel which has just ] 
over 1,300 horsepower. a 

- With all these boats, they are talking about 25 nominal horsepower. ie 
pase say that they all require two engineers and a steady watchkeeping. I 
think we are dealing with something which is a fairly small matter, but it — 
happens to be something very close to the heart of the union under the = 
present situation. But I think that a year from now they will be wondering — 
what we were talking about. 4 

Mr. GRANGER: If I interpret what Mr. Lindsay has said correctly, I assume | ‘ 


that the tendency is towards larger boats. Perhaps a lot of fears which have : 
been assumed over the smaller Dee will have no basis in the future. 


where they are just getting into this area now. These are small boats, and there © 
will be more of them. I think there will be a tremendous increase in the — 
number of tugboats on the coast, and that it will stir up interest in they P 
country about the lack of aleks more than ae else. 4 


on clause 4 going through as it stands? 
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"5 Mr. PICKERSGILL: I think to be fair to Mr. Lindsay, it is the government 
ich is suggesting it. 


Pewvir.: WiIncHS, ) No.) DT), am ee Mr. Lindsay’s presentation which is 


Mr. se He endorses it, and says it would be difficult for them if it 
were not passed. I think I asked him. 

: Mr. LINDSAY: Our position is this: We support the 10 to 15 nominal horse- 
| power portion which is 2(c). I was not happy with the continued limitation, and 
ae I would ask to see it placed at 200 gross tons and not 150. I am against 2(a). With 

the modern type of new engines, I think it would be a step backward if we. 
q tried to put in legislation covering it. That is my feeling. I am not supporting 
this bill as put forth. 
| 


I was asked another question this morning which I would now be pleased 
_ to answer. 


i Mr. PICKERSGILL: I take it that you are very happy about 2(c), but you 
o were not happy about 2(a), this morning. 


Mr. Linpsay: I was not altogether happy. 
‘Mr. Haun: I shall pass. 


: Mr. Macauuso: I think this might be a good time to get an answer to 
ee, _ the question which the minister asked this morning. What has Mr. Lindsay 


; research has been made into the whole area we are talking about, and then 
Ne to bring in legislation. We would welcome it regardless of whether it hurt 
us or helped us. 


Mr. LinpDsay: I would like to rephrase the question before I address myself 
to it. I gathered that the minister put to us this morning this question: Do we 
| want section 4 included or withdrawn from the bill? 


Mr. PICKERSGILL: Yes, and assuming that is the way it was put in my 
question, and assuming that you only have two choices, either to leave it in 
as it stands now, or accept clause 4 as it now is in the bill, which do you prefer? 
That was my question. 

ye Mr. LINDSAY: Our answer would be that we would like to include clause 
p 4 even as it is stated in the new legislation. I would like to say that we are 
kin pleased with your explanation, and that we are greatly interested in the 
ie meanee from 10 to 15 nominal horsepower. _My friends of the C.B.R.T. have 


| 4 eens The C.B.R.T. brief wanted “i reduced lower than that, but we would 


_ Yather have that than no legislation. 
4 Mr. Macatuso: You are referring to research now going on within the 
sit 


_ Department of Labour. Is that right? You mentioned it this morning? 
Mr. Cook: That is a private research program put forth by the Department 
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inspectors. If there is no such liaison, I would recommend that there be such 4 
liaison set up between the two. Please correct me if I am wrong, but we are § 
solely concerned in this bill with the element of safety. Am I correct that that 4 
is still the responsibility of the Department of Transport? 4 

Mr. PICKERSGILL: So far as the Department of Transport is concerned I ~ 
think we have no proper right to be concerning ourselves with factors other a 
than safety. I think you are quite right. It is the Department of Labour which 
should consider these questions of employment. The only reason we would ~ 
suggest any change in the criterion which now prevails is that we think in a 
certain cases the engines will become much more efficient, otherwise we would — q 
not have suggested paragraph (c). On the other hand we feel there are certain q 
smaller vessels which did not previously require an engineer which should ~ 
in a certain situation have an engineer. We say that in certain types of vessels _ ‘ 
engineers are needed, but they do not need a continuous watch. 

In the other case we say there are some ships which Mr. Lindsay would 
not like to have brought under the act which should be brought under the act. 
These are matters of concern from the point of view of safety. ; 

Mr. Macatuso: Let me ask you this: in so far as 4(3) is concerned the — 
department here recognizes the technological elements, and you say you are ~ 
going to have only one engineer. | 


Mr. PICKERSGILL: The shipping companies can keep him on if they want | 
to, but he is not compelled to be kept on for safety reasons. 


Mr. CamMERON (Nanaimo-Cowichan-The Islands): I would like to ask Mr. ] 
Cumyn two questions. I notice that in the provision in the new 2(a) under the a 
act which appears in the bill, you have a reference to (b). I was wondering 
why you used that term in the light of what you told us just now. Is it for the — ‘ 
purpose of greater precision of definition? 4 


Mr. Cumyn: No sir. We explain in this marine legislation what we are 
doing when you bring in a new standard. You might say we are lowering the — 
range to impose regulations on this new category of vessel. You do your best ’ 
not to hurt existing vessels which have been operating safely for many years. : 
In this case we knew that there are on the west coast a few old tugs that have — 
been operating for a long time with very heavy old fashioned engines that. 4 
have a comparatively high nominal horsepower, between 8 and 10, and a very © 
low brake horsepower because the rate of revolutions is very low. If we had — 
not put in this 600 brake cut-off we, in effect, would have been telling the 
owners of these old vessels that have been operating safely for many years 
without certificated engineers that they would from now on have to carry — 
certificated engineers. So, we had to impose the 600 brake horsepower limit, ' 
and this would more or less exempt them from this new requirement because ~ 
their brake horsepower is in the nature of 300 or 400. : 


Mr. Cameron (Nanaimo-Cowichan-The Islands): Then, it was for the : 
purpose of more precision? hy 
Mr. Cumyn: It was for the purpose of exempting these few old tugs. : 


Mr. CaMERON (Nanaimo-Cowichan-The Islands): It was not possible to i 
define their horsepower sufficiently precisely without using the formula of i 
brake horsepower? RN 


Mr. Cumyn: No. 
Mr. PICKERSGILL: They have to use both. 


Mr. Cumyn: You have to use both because there is a tremendous varia- 
‘tion in this area of engines. There are the old fashioned types that have a very © 
high nominal horsepower and a low brake horsepower, and then there are the ‘ 


brand new modern types which have a very low nominal horsepower and @ : 
high brake horsepower. The new types will have a nominal of 8 to 10 and a ~ 


> = 
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_ brake horsepower of possibly 700. The old types have a nominal of between 
_ 8 and 10 and have a brake horsepower of 200. So, we were on the horns of a 
_ dilemma in this case and, as a result, we were forced to use brake horsepower 
eg to cut these particular tugs off and exempt them. We do appreciate we are 
_ going to have trouble with this 600 brake power limitation, and we already 
| have. Certain manufacturers have come to us and wanted to know how we 
| were going to rate their engines in terms of brake horsepower, what revolu- 
| tions were we going to use and so on, hoping we would suggest a low revolu- 
| tion. This is precisely the kind of trouble we are trying to avoid. 

a Mr. CAMERON (Nanaimo-Cowichan-The Islands): I may have misunder- 
| stood you in the first place. It says in clause 4 (c): 

if the steamship is a tug of not more than one hundred and fifty tons 
gross tonnage... 


I gathered from that that this would not eliminate any engineers. 


Ve Mr. Cumyn: I did not mean to say that. What I meant was that these 
_ tugs are presently required to have a third class engineer on board and, in 
| addition, to carry a fourth class engineer on watch. The third class engineer 
_ can take a watch too but, in the case of a two-watch ship you could have 
| the third class engineer on one watch and the fourth class engineer on the 
other, six hours on and six hours off. What we are proposing to do is to 
| remove the necessity of carrying an engineer on watch. But, this would not 
| remove the necessity for the ship to carry a third class engineer, who would 
| not necessarily remain on watch or stand watch but who would be on board 
_the ship at all times to supervise the general operation and maintenance of 
the machinery. In other words, we are not going to let the tug operate without 
an engineer. 


17 Mr. CAMERON (Nanaimo-Cowichan-The Islands): Then, may I direct your 
attention to the provision that was inserted in the act in 1956; subsection (2) 
| of section 115 was repealed and the following substituted: 


Notwithstanding subsection (1), every steamship to which this section 
applies shall be provided with such number of engineers, duly cer- 
tificated, as will ensure reasonable periods of watch, having due regard 
| to the length of any voyage, and other related circumstances, and any 
ae such additional engineer may be a fourth class enginer, duly certificated, 
} except that . ... 


Now, I will read the new paragraph: 


if the steamship is a tug of not more than one hundred and fifty tons 
% gross tonnage and powered by internal combustion engines or not more 
than fifteen nominal horsepower that are fully controlled from the bridge, 
the minister may, subject to such conditions as he may prescribe, exempt 
it from the requirements of this subsection when making voyages in 
waters not more open than would be encountered in a home-trade 
voyage Class III or an inland voyage Class II. 


It would appear to me that this gives discretionary power to the minister 
| to exempt an operator from the provision of subsection (2) which I read out. 


Mr. Cumyn: It does, sir. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): So, it is entirely within 
the discretion of the minister whether or not the steamship shall be provided 
with such number of engineers, duly certificated, as are necessary. 


Mr. Cumyn: To stand watches. 

Mr. CAMERON (Nanaimo-Cowichan-The Islands): To stand watches? 
Mr. Cumyn: Yes. 
21713—-64 
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Mr. Cameron (Nanaimo-Cowichan-The Islands): Then, in that case. i 
would be possible for this new section to provide the minister with the op-_ 
portunity of eliminating certificated engineers altogether? ‘: 


Mr. Cumyn: No. ek | som 
Mr. PIcKERSCILL: Only for standing watches. Perhaps we should have 
Mr. MacGillivray, who is a lawyer, comment upon this. a 
Mr. R. R. MacGiuiivray, (Assistant Counsel, Law Branch, Department of 
Transport): The requirement to have a third class engineer is contained in 
subsection (1) of that section, and subsection (2) does not allow the minister — 
to dispense with the requirements laid down in subsection (1). og 


Mr. Cameron (Nanaimo-Cowichan-The Islands): I see. a 
Mr. Prcxerscitu: All the minister can do is eliminate the fourth class © 


y 


engineer or permit them to eliminate him—that is the one who stands watch 4 
if they want to, but we cannot allow them to go without an engineer. a 


Mr. Wincu: Mr. Chairman, I believe Mr. Cook would like make a 
comment. a 


Mr. Cook: Mr. Chairman, I would like to revert to the matter of safety 


f 


and point out, again, that when the ship building subsidy came in, a large © 
number of towboats were built on the west coast. I would say there were 
around 60. Of the 60 between 40 and 50 were built within a certain clas 
which were not covered by the proposed change. . 

Mr. PIcKERSGILL: Which proposed change? 

Mr. Coox: It is 4 (c). 

Mr. PIcKERSGILL: That is, if they are less than 150 tons. 

‘Mr. Cook: They are over 600 brake horsepower but less than 8 nominal. — 

Mr. PIcKERSGILL: But 600 brake horsepower is referred to in 2 (a). q 

Mr. Cook: Pardon me. At any rate, to allow these vessels to sail—and the a 
have unlimited territory in which to sail—without a man aboard who is ca- é 
pable of handling the mechanical equipment in cose of breakdown is putting © 
the lives of the crew members in jeopardy. ie 


Mr. PIcKERSGILL: I think you misunderstand. Section 2 (a) is bringing 
new ships under the act. When I listened to you this morning—and I would — 
like to get this clear because I am sure you and I are talking about the same 
thing—I thought you spoke differently. Section 2 (a) brings new ships und 
the act that were not under the act before. I understood you to say at that — 
time it did not go far enough. a 
Mr. Cook: That is true. 4 
Mr. PICKERSGILL: But, if we drop this section out you would not even have 
the ones we are bringing in under the act. _ 
Mr. Coox: This is right. i 
Mr. PIcKERSGILL: In other words, we are going at least part of the way y yu 
want to go in 2 (a). i 
Mr. Cook: Yes, but you are not going far enough. a 
Mr. PIcKERSGILL: That is the whole point. If you objected to (c) I would 
understand because (c) permits these fourth class engineers to be removed. | 
But, I understood you did not object to that. s 
Mr. Coox: I say, sir, that legislation that does half a job should not be 
brought in. We are talking about the matter of safety, and I would like to point - 
out there are a large number of vessels that will, in our estimation, be in 
unsafe condition on the west coast. | 


I think the proposed legislation is leaving the door wide open for abu 
Most of the vessels that have been built are in this particular class, and m 


VY hh BR) ee A eee rly fa8 MGR AUT AT EL BU a tee ge DY es it ON Pn wal alt i ’ 
hid Me SD AAS ILA aN cl a a an i 
any eh St nf. a se VAL ey af 14 

re Wie Pon Bias ‘, 


te nae DORAL Wake MID Hoole Ye seamlea4 


_ RAILWAYS, CANALS AND TELEGRAPH LINES | 109 


mane ones being planned are also in this particular class. They are being 
i uilt in this way for a particular reason, that is to do away with the necessity 
ee Of. es an engineer. 
_ Mr. PicKERSGILL: But, there is no such necessity now. How can you do 
ig away with something that does not exist. In this legislation we are not going 
-as far as you want us to go; we are not going the whole distance, and Mr. 
Lindsay does not like it because we are going as far as we are. But, you say 
we are leaving a door open. That may be, but what you are asking us to do is 
to drop it and leave the door open still wider. Or, am I wrong in that assumption? 


Mr. Cook: No sir. I am not trying to drop it at all; I am asking you to 
ly carry it further and to introduce the matter of the brake horsepower which, 
| incidentally, is introduced in the proposed legislation now. 


: Mr. PICKERSGILL: You are referring to what Mr. Cumyn said a few 
moments ago in respect of these old tugs. Do you want that included? 


Mr. Cook: I think there are very very few of them in existence at this 
time and in a matter of a year, in my opinion, they will not even be in 
existence because they are economically unfeasible to operate. Mr. Cumyn 
made a statement I was very interested in, when he said that these vessels 
which did not call for an engineer under this legislation will carry an engineer, 
though he need not be certificated. The question I would like to ask him is 
how does the steamship inspection department intend to police such a situa- 
. tion. The steamship inspection department goes on board a vessel once a year 
ie and, such being the case, how do they intend to police such a situation in 
be _Tespect of carrying an engineer either by regulation or confidential instruction? 


fl Mr. PICKERSGILL: If the law says you must do it and they break the law 
> it is open to any person to lay a charge. 
| Mr. WincH: But you do not capture him. 
| Mr. Cook: It is a confidential instruction law. 
ae Mr. Cumyn: I do not remember making any such statement to this com- 
mittee. I presume Mr. Cook is dealing with ships below the 10 nominal horse- 
power which presently are not required by law to carry a certificated engineer. 
; I do believe that some time ago when we considered these ships and their 
operation we did instruct our divisional supervisor to see to it when certificat- 
ing the ships that, in the absence of any legal requirement, there is on board 
some person who would be competent to maintain the machinery in place of 
minor adjustments, though not necessarily a certificated engineer. This, of 
course, is not a legal requirement under section 115, but it was our feeling that 
KN as we were certificating the vessel and are required to see to it that the crew 
is sufficient and efficient, we should take some interest in having someone on 
board who is competent to maintain machinery. 


lg Mr. Macauuso: I have a supplementary question to ask along the line of 
_ the remarks by Mr. Cook about the companies going down to 7.8 nominal 
4 horsepower. 


f Mr. Lindsay, what do you say about the suggestion made by Mr. Cook 
_ that the owners, when constructing new vessels or putting new engines into 
old vessels, would go down to 7.8, to use the words in the brief, “to circumvent 
the Tesislation that is proposed’? 

Mr. Linpsay: Certainly some operators are going to watch this very 
_ closely. There is a pretty thin line between 7.9 and 8.1 nominal horsepower. 
If one can get the right engine at 7.9, one would be foolish not to do so. We 
have just finished two 7.8 nominal horsepower vessels. We built 7.8 nominal 
, _ horsepower vessels because it happened to be a type of engine that we liked, 
Bi and one tries to standardize for operating efficiency. 


Mr. WINCH: You will need one less engineer with the 7.8 engines. 


we 


it 
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Mr. Linpsay: No, these boats have certified engineers. — a 
Mr. WincH: By law you will not have to carry certified engineers. 
Mr. Linpsay: We do not have to do so by age now. 


requires him to carry. But clause 2(a) reduces the horsepower for which ane 4 
engineer is required from 10 to 8 horsepower. I can understand Mr. Cook 
wishing to bring it down to 7.5 or 7.6, but I find it hard to understand his 
objection to it being taken down from 10 to 8, which is travelling in the direc- — 
tion he wishes and in a direction that is opposed by Mr. Lindsay. This is the © 
difficulty I find myself in. We are quite prepared to argue very strongly in @ 
parliament to bring it down to 8 nominal horsepower. 


Mr. Cumyn has explained why we put the 600 brake horsepower in the 
legislation. It is in order that the few old vessels with old fashioned engines 
will not be brought into the net, vessels that have never been required to carry 
a certified engineer. If they were required to do so now it would perhaps retire 
them out of business right away. Apart from that, it seems to me that this is 
a progressive step in the direction in which Mr. Cook is asking us to proceed. 
If you and the owners and the Department of Labour come along a year from 
now after your study and recommend a further increase in the downward . 
direction, if both sides are in agreement I think parliament would be very — 
happy indeed to go even further in the direction of safety measures. I hope it F 
will not be suggested that we should not go as far as we are now convinced — 
we ought to go. 


Mr. Basrorp: Mr. Lindsay, you say that these 7.8 horsepower towboats that 
you now have are carrying engineers. You must therefore feel it is necessary © 
to carry engineers for one reason or another. What is wrong, therefore, with 
making it a legal requirement? Such legislation will not cost you any more 
money. 


Mr. Linpsay: The situation is that we have to pay a man the same wages ~ 
whether he is a certified engineer or another body, so you might as well hire — 
the certified engineer. The wage costs will be the same whether we are to have © 
a certified engineer or someone who is not certified. In the hope that we will © 
employ someone who is better trained than the person not certified, we hire 
certified engineers. : 

Mr. Basrorp: If you hire them already what is wrong with making it a 
legal requirement? a 

Mr. Linpsay: I do not think it is necessary. I do not think a vessel with — 
that size of engine needs a certified engineer. We could operate these vessels — 
—and other people are operating them—without certified engineers at all. 

Our main object is to have the increase from 10 to 15 nominal horse- 
power. I do not see any reason whatever to go from 10 down to 8, other than — 
to placate a certain group of people. ‘9 

Mr. Cameron (Nanaimo-Cowichan-The Islands): Did I understand you | 
to say that you would not pay a certified engineer any more than you would i 
pay an uncertified man? a 

Mr. Linpsay: No, we would not. This is owing to the union regulations. ; 
We have to pay them the same rate. We try to hire certified engineers and thea 
union tries to supply us with certified engineers, but we have some who are ~ 
not certified. it 


Mr. MAcaLuso: Is that because you cannot get them? 
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Mr. WINCH: Do you say that you cannot get certified engineers? 
Mr. Linpsay: We have had great trouble. 


i Mr. WINcH: Mr. Cook, did you say that you have certified engineers avail- 
| able? 

Mr. Cook: Right at the moment we have 50 or 60; and Mr. Lindsay knows 
this very well, I am sure, because less than a month ago we had the same 
argument before a conciliation board. We gave the chairman of the board a 
| list of the names of the men we had available for employment and their 
| certificate numbers. There were over 50 of them, and there still are over 50 
| certified engineers available. 


Mr. Linpsay: I do not like to labour the argument, but you will have to 
realize that the fishing fleet is pretty tied up in British Columbia. Northern 
transportation and the Mackenzie river will be opening in April, and although 
there may be men available now who will come and work for a few months, 
they would then want to go back and work for five months in the Arctic. 

When I was talking about this subject I was talking about full time 
employees. We have 44 jobs in our company for engineers. I checked these 
figures yesterday. We had 16 new men last year in our company, and 10 left 
, our company last year. This is the rate of changeover. We try to get steady 

people. 

| Mr. Cowan: My prime interest in this whole business is safety. Yesterday 
| a witness gave us figures of the number of accidents that have occurred over 
-accertain period of time. I remember asking him if he was splitting this be- 
_ tween fresh and salt water voyages. This was when we were discussing 
lowering the breaking point from 150 tons to 100 tons. One of the witnesses 
said today that in Puget Sound there is no control of boats below 200 tons. 
I was sorry to hear that. Are there any comparative accident figures for Puget 
Sound, where 200 tons is the breaking point, and the Canadian vessels for 
which the breaking point has been 150 tons and is now going to 100 tons? 


Mr. Coox: The United States have just enacted legislation to cover small 
boats because there were so many accidents in the marine industry. This 
legislation has just gone through in the past year. 


Mr. Cowan: Federal legislation? 

Mr. Coox: Yes, it is federal legislation. 

Mr. Cowan: Do you say there has been a high accident rate? 
Mr. Cook: The accident rate has been very high. 

Mr. Cowan: That is what I thought. 


, Mr. MacGILuivray: The witness to whom you referred was discussing 
fishing vessels. 


Mr. Cowan: I was talking about small boats. It does not matter whether 
they are fishing vessels or any other vessels; they are small boats. 


Mr. Haun: It is not applicable to clause 4. 
Mr. Cowan: It is applicable to Canadians. 


Mr. BarNETT: May I ask one or two questions which relate to the pro- 
posed clause (c) which has to do with steamship tugs of not more than 150 
tons? 

I understood Mr. Lindsay to say that he is happy about this because it 
does increase the nominal horsepower from 10 to 15. 

NG I am just trying to follow the sequence of this situation in the legislation. 
It is a little complicated here for a layman. We have to refer to three docu- 
~ ments. First of all, we have to refer to subsection (1) of section 115 of the 
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Shipping Act, related to the 1956 amendment of Rubseetion @) which, as 
understand it, we are seeking further to amend. pes 

Just where does this 10 nominal horsepower provision come in? Is th 
the provision set out in subsection (c) (vii) of section 115? 


Mr. MAcGILLIvRAY: It is subsection (1), pataeraph (1), subparagraph (ii 
That is as follows: “ty 4 
ae 


(1) if the steamship is a home-trade, inland waters or minor waters i 
ship, other than a passenger ship, 
(iii) of more than ten but not more than twenty- five nominal — 
horsepower where the propelling machinery is of any type other > p : 
than compound steam or turbine engines and the ship is not solely a 
engaged in fishing, with at least one engineer, who shall be at | 
least a third class engineer, duly certificated. 


Mr. BARNETT: I did not follow your numbering. 
Mr. MacGItuivreay: This is the amendment contained in Chapter 32, 1961. Ge 


It is the last paragraph in that chapter and the last subparagraph in that para- A 
graph. 

Mr. BaRNETT: In other words, the effect of the proposed new subclaus: 
(c) is to provide an exception to section 115 (1) (c) (1). Is that right? 


Mr. MacGILuivray: Yes, in the case of tugboats of not more than 150 ton 
it gives the Minister power to grant the exception from the requiremen 
contained in paragraph (1) subparagraph (3) of subsection GLY 


Mr. BARNETT: Most of the discussion so far, Mr. Chairman, has related t 
the proposed new subsection (2) paragraph (a) of section 115. I wonder if w 
could have some explanation of why it is deemed desirable to raise it fron 
10 to 15. 

Mr. PIcKERSGILL: I think Mr. Cumyn can answer that. 


Mr. BaRNETT: I may be wrong, but the impression I gained is that we ar 
now dealing with the class of tugboat that would be operating on more ope 
waters and on longer voyages than some of these smaller tugboats that ar 
referred to in this paragraph. 


Mr. PICKERSGILL: I do not think it would be more open waters because if | Sa 
you read the last part you will see the definition of “home- trade voyages or — 
inland voyages”, so it is merely that they are going outside Canadian water 
but in the same kind of waters. 


Mr. Cumyn: Paragraph (1) 3 requires that a steamship on the home-_ i 
trade inland waters or minor waters, other than a passenger ship of more — 
than ten, but not more than 25 nominal horsepower shall be provided wit 
a third class engineer duly certificated. We do not propose to interfere wit 
that requirement. That requirement still stands. Vessels in this category are i 
still carrying a third class engineer. The section we propose to amend is sub 
section (2) which reads: a 


Notwithstanding anything hereinbefore contained, every steamship — 
to which this section applies shall be provided with such number of 
engineers, duly certificated, as will ensure reasonable periods of watch, | 
having due regard to the length of any voyage, and other related cir- 
cumstances, and any such additional engineer may be a fourth class 
engineer, duly certificated. 


fat 


In other words, one subsection provides that a third class engineer sha 
be carried and the other subsection provides that your ship has an engineer 0 } 
each watch. If you are running a three-watch shift, then you must carry thre a 
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ngineers, and one of them shall be a third class engineer and the other two 
hall be fourth class engineers. If you are running a two-watch shift, you 
would have two engineers, one of whom would be a third class engineer and 
the other a fourth class engineer. 

*, We propose to let that requirement which provides for the carriage of a 
third class engineer stand. We are not interfering with that. However, we are 
suggesting that the fourth class engineer who stands the other watch might be 
_ dispensed with. This would mean that the third class engineer would not stand 
a watch, but would have the over-all supervision of the machinery. He would 
li E be available on call at all times, but he would not stand a regular watch. 


Mr. WINCH: Twenty-four hours on call. 


Mr. Cumyn: The watch, in effect, would be maintained by the officer on 
_ the bridge who would be keeping an eye on the instruments which he has in 
_ front of him and which indicate in the engineroom the condition of the bearings 
| and whether or not there is a fire and whether or not the bilge water is out of 
| control, or something like that. 

Mr. BaRNETT: Could you tell us in layman’s language just what kind of 
| trips could be made under this classification; what waters on the British 
- Columbia coast would be involved? 


f Mr. Cumyn: This relaxation is confined to vessels that make voyages not 
| more exposed than home-trade voyage class III, or inland voyage class II. 
| These are voyages in which a vessel does not go more than 20 miles from shore 
or 200 miles between ports. 


ae Mr. WincH: Does 20 miles from shore mean 20 miles west of Queen 
_ Charlotte? 
Mr. Cumyn: Absolutely. It means twenty miles from any shore. 


a Mr. Barnett: I would like to get a picture in my mind of what we are 
_ talking about. The class of tug under this proposed arrangement could operate 
_ in effect up and down the coast of British Columbia, including from Prince 
_ Rupert to Port Hardy, or voyages of that kind. 


Mr. Cumyn: Yes, provided at no time it was more than 20 miles from land. 


‘ Mr. BarNnETT: I wonder whether you could give us an indication of what 

- the minimum sized crew would be in respect of the requirement for a fourth 

_ class engineer being on board. 

q Mr. Cumyn: The answer to that is a rather difficult one and I would like 

| to have it answered by Mr. Jones, who recently was our senior inspector in the 
_ port of Vancouver and is very familiar with the tugs in question. 


Mr. E. J. Jones (Steamship Inspection Service, Department of Transport): 
The home-trade voyage class III, first of all, is not more than 20 miles from 
land and not more than 100 miles between ports of refuge. A home-trade voyage 
class III would not take a boat from Vancouver to the west coast of the Char- 
| lottes. It would permit a boat stationed in the Charlottes to proceed not more 
| than 20 miles from land. 

i, In so far as crews are concerned, these vessels of not over 150 tons and 
an between 10 or 15 nominal horsepower normally are manned with six or seven 
ie omen. 


Mr. Barnett: This is under the present legislation? 
Mr. JONES: Yes. 
Mr. BARNETT: What if this proposed legislation goes through? 


Mr. Jones: It would go from a six man crew to five. I am speaking in 
- generalities now. I do not know the manning of every ship on the coast, but that 
_ generally is correct. 
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Mr. McNutty: In respect of Mr. Cook’s brief, I am wondering what would i. 
be the cost of refitting from the nominal horsepower to the high speed engine 


Mr. Cook: I could not tell you the exact cost of this. However, I know i 
must have been sizeable. Many of the companies are doing this with their ~ 
vessels. If the hull is in good shape they will take the heavy duty engine out 
and replace it with the high speed engine. The heavy duty engine may be four q 
or five hundred horsepower, which will require two engineers, and the engine © 
put into it will be 765 horsepower and this will call for no engineer. If they 
carry this out throughout the whole towing industry, which they probably will 
have to do because of competition, and if they cannot re-engine their older 
vessels, they will scrap those vessels and rebuild this type of vessel. Where we 
have engineers on many types of vessels now, we would not have them at all. 


Mr. McNutty: Would the 30 engineers mentioned who have employment 
now lose their jobs because of this? Are they men who already are hired? © 


Mr. Cook: There are more than that who are hired. 
Mr. McNuuty: And they would lose their jobs? 


Mr. Cook: I could not give you an exact figure, but it would be over 200 
if they carried it right through. | 
Mr. Macauuso: I would like to go back to my previous statement. Although | 
I can understand Mr. Cook’s feeling, because he has to look at the employment ~ 
situation, I still do not think we are concerned with this. It is the safety aspect — 
of the ships with which we are concerned. That is the reason I previously 
mentioned there could be a closer liaison between the Department of Transport 
and the Department of Labour in the research which is going on so they can 
work together, keeping in mind each others’ problems. After listening to the 
evidence I think perhaps 4(c) to a certain extent is offset by 2(a). I think 
you might be satisfied with at least half a loaf or three quarters of a loaf — 
rather than none at all. 4 
Mr. Coox: There seems to be an assumption that this consultative program _ 
we have set up is a program pertaining to employment. It is not. One of the 
primary reasons for this is safety. Secondly, we are more concerned with the 
aspect of safety than we are with the aspect of employment in this particular 
contemplated change. What bothers me tremendously now is that here we 
discuss vessels of up to 250 tons with a certain nominal horsepower and we 
restrict the voyage; we say this vessel can only go so far and if it goes any 
farther it has to have more engineers aboard. Yet it leaves the door open for — 
vessels of more tonnage than is stated in the other part of the change, with — 
765 horsepower, to go anywhere with no restriction and no more men aboard 
the vessel. 
Mr. Macauuso: They do that now. 
Mr. Cook: This is true. What we say is if we are to change the act, let us 
change it and protect all the people in the industry; or if this cannot be done, 
let us have a research program in the industry with a view to bringing in 
proposed legislation which will protect the people in the industry. We do not ‘ 
want to protect a few people and leave some people possibly in a position of 5 
losing their lives; and this could happen. A 
Mr. PICKERSGILL: I would like to put a question to you, and then the same ~ 
question to Mr. Lindsay. Paragraph (c), and only it, not 2(a), would permit the @ 
minister under certain conditions to dispense with the need for a fourth class p 
engineer. Have you any basic objection to that? I do not think at any time that 
you have suggested you have. : 
Mr. Cook: We do not object to this idea of one man being aboard a vessel 
that is semi-automated or mechanized, so long as there is someone there 
capable of looking after the engine, and so long as this covers all vessels. We — 
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_ do not want to see legislation passed which will cover just a certain number 
' of vessels and leave a large area open at the bottom. 
Mr. PICKERSGILL: But you do not object to this at all in principle? 
1% Mr. Cook: No. 
|. Mr. Pickerscitut: And certainly you do not, Mr. Lindsay? 
Mr. Linpsay: I did object tonnage wise, but I am prepared to forget that. 
Mr. PIcKERSGILL: I do not think I need ask Mr. Lindsay to answer this 
question, but to be fair I will put it to both witnesses. If we will not do anything 
else, would you rather us leave out 2 (a) and leave it at 10 horsepower rather 
than reducing it to 8 horsepower? 
Mr. Cook: No. To go back to my original statement, if you are going to put 
in changes, bring in changes that cover all the vessels. 
| Mr. PickEeRSGILL: I am the Minister of Transport and I have to take the 
responsibility for making a recommendation. Unless my officers convince me 
'- I ought to do so, I would not be prepared to reduce it from 10 to 8. I am 
| prepared to do that if I am convinced that I should. The fact that the bill is 
here shows I am prepared to do it. It may be that I should go farther; but if 
I do not, would you rather I left it alone or went down to 8? 

Mr. Cook: Well, that is like asking me if I would beat my wife or 
something. 

Mr. PICKERSGILL: We had the same situation in the House of Commons last 
night. We are prepared to fix the minimum at $1.25 and there were some 
persons in the House of Commons who wanted it made $1.50. 

There were some people in the House of Commons who wanted it made 
$1.50, and then they said, if you will not make it $1.50 we would rather have 
the $1.25 than nothing. That is exactly a parallel situation. We are anxious— 
and I think it is our duty—to do our best, because we think that for safety 
reasons we ought to have these engineers on these vessels with the nominal 
horsepower indicated. If we are not prepared to go on and do what my friend 
wants done do you think we should do it anyway, or do you think we should 
not do it? | 

Mr. Cook: I am certainly not going to answer in the affirmative and give 
the idea that now I have accepted the fact that the figure eight is sufficient. 

Mr. PICKERSGILL: No, I would not want to twist your words, but in pre- 
senting it in parliament I would say that this does not go as far as you wanted, 
but that it increases the horsepower to a higher degree than the owners wanted. 

- The consensus of the Department of Transport, which I have accepted, was 
that we should go at least this far now, notwithstanding the fact that we are 
not convinced that it should not go farther. 

Mr. Cameron (Nanaimo-Cowichan-The Islands): Can you tell me, Mr. 
Pickersgill, how many vessels would be affected? Can you give us any idea? 

Mr. PICKERSGILL: You mean by reducing it from 10 to eight? Perhaps 
Mr. Cumyn or Mr. Jones could tell us. 

Mr. Cumyn: Twelve vessels would be reduced from 10 to eight out of 600. 

Mr. PicKERSGILL: That is the criterion in the bill now. How many vessels 
would require certificated engineers? 

Mr. Linpsay: I think I have the figures here. Are you talking about 

| vessels reduced from 10 to eight? How many would be involved? 
| Mr. PIcKERSGILL: Yes, how many new vessels would be brought under 
fee the act? 

| Mr. Linpsay: I have a list of 30 vessels before me which would be 
brought under 2(a) of the act which are not presently under it. 

SaN Mr. Cowan: Is this confined exclusively to the west coast, Mr. Pickersgill? 
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Mr. PICKERSGILL: You say 23 vessels, Mr. Cumyn. 
Mr. Linpsay: I was in error in what I said. 

Mr. PIcKERSGILL: You think that 23 is about right? 
Mr. Cumyn: Yes, that is right. ; 
Mr. PICKERSGILL: There is a substantial sacs of vessels which “oi 


now do not have them. 


Mr. Cowan: Does this apply all across Canada, or just to 23 vessels on the : | 
west coast? ns 


Mr. PICKERSGILL: On the west coast. As I understand it, this part of the: a 
legislation is mainly of concern to the west coast, or almost exclusively so. 


Mr. Haun: I think we have explored the arguments pro and con pretty — 
thoroughly. Therefore I would like to move the question. a 


The CHAIRMAN: Have members of the committee any more questions? 


Mr. CAMERON (Nanaimo- Cowichan-The Islands): I would like to ask the 
minister a question in the light of Mr. MacEachen’s answer to me yesterday in a 
regard to the signing of this document by the federal Department of Labour— 
which I understood from Mr. MacEachen’s statement was to be signed today — 
at Vancouver, by the employees and employers and then flown to Ottawa for’ 4 
his signature almost immediately. 

In view of the government’s reason for subscribing to this research com- 
ieee and in view the statement that in carrying ce this purpose the research 
of Poise and shall oe themselves Ue the technical efficiency, the 
sound and natural relationship, as well as safety for the industry; further, 
Mr. Pickersgill, in view of the fact that it is not always easy to reopen an act— 
as I am sure you will agree—and sometimes a government is reluctant to do 
that in the fear of taking the lid off a can of worms, does the minister think 
it advisable to delete clause 4, which I gather really does not please either of 
the two parties who are signatories to this document, until a report is received — 
from the research committee. a 


Mr. PICKERSGILL: No, I think it would be an admission that I was either — 
incompetent in bringing the legislation down, or that I was careless about 
safety in withdrawing it. It is quite true that I could withdraw paragraph (c) 
which would dispense with engineers. Our opinion is that we ought to have 
engineers on these vessels of eight horsepower—and one of the houses of our 
parliament has accepted our considered opinion. Now they are only required on 
vessels of 10 horsepower. There are 23 ships at least which would be involved. 
which now do not have to have certificated engineers which then will have to . 
have them if this legislation is passed and proclaimed. 

I have said it is necessary for safety reasons and I would not sleep very 
easily in my bed if I had to wait for some investigation to see whether it 
should be 25, 27, 30 or 35. I have a responsibility, and I am the one who is held 
responsible for safety. 

We have said that in this class of vessels we think that a crtiscated 
engineer is necessary; if parliament does not wish to agree with me, I shall 
accept their direction. But I think I must put it to parliament that I do not © 
think we ought to put this through. Since neither party really objects in 
stantially to paragraph (c), I can see no reason for not putting, it forward. — 
That is my considered opinion. Ta 

Mr. Cowan: You introduced a piece of legislation regarding community i 
antennae television in the house, and then you withdrew it, because you said By 
you were waiting for a full committee report. 
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Mr. PIcKERSGILL: I do not think that affects safety. 
Mr. Cowan: I did not say it did. 


Bi: Mr. PICKERSGILL: It is my responsibility to deal with safety of life at sea. 
_ I am very surprised at the strong stand taken by Mr. Cook in saying that we 
ought to go further; but I would indicate that he and his friends agree to go at 
_ least this far. Therefore I see no reason for not going this far. 


i Mr. CAMERON (Nanaimo-Cowichan-The Islands): I understood that Mr. 
| Cook and his colleagues, and Mr. Lindsay and his colleagues have already 
| agreed to accept the findings of the research committee. 


Mr. PICKERSGILL: That is quite right, but notwithstanding that fact for quite 
_ different reasons neither of them is willing to agree to this in its present form; 
_ Mr. Lindsay does not want more ships brought under the regulations or more 
| Bee terized requirements, and Mr. Cook wants it to go farther. We do think 
that from the point of view of safety we ought to go this far. 


a Mr. Cook: May I say one thing. We have agreed in this memorandum of 
| _ understanding to maintain the status quo until the research results are brought 
| down. The status quo does accept engineers on every one of these vessels we 
| are talking about in the legislation, and within this bill too. 


if Mr. PICKERSGILL: Therefore all we have to do is to lay down a minimum 
| standard here and we have no objection to the industry going beyond this 
| minimum standard. What we are doing here is not going to affect—according 
| to what Mr. Cook has said—the status quo, because the status quo is not the 
- minimum required but is something above the minimum which is now being 
_ observed. 

Vy. Mr. CAMERON (Nanaimo-Cowichan-The Islands): Does Mr. Lindsay agree 
ba with Mr. Cook that this was the undertaking between the two parties that 
4 they would maintain the present status quo? 


. Mr. LInDsAy: I am not too familiar with this document and I do not want 
4 to speak about it further because I feel that the federal government is rather 
a. mixed up in this particular inquiry, but I do not think this should influence 
any legislation or judgment at all. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): It might enable the 
| minister to sleep better at night! 


Mr. PICKERSGILL: I have my duties to perform. 


(a Mr. CAMERON (Nanaimo-Cowichan-The Islands): Have they agreed to 
a maintain the status quo? 


Mr. PICKERSGILL: I cannot allow even my colleague the Minister of Labour, 
_for whom I have the greatest possible regard, to usurp the functions that are 
a mine as long as I am Minister of Transport. He is talking here only about trans- 
_ portation arrangements, and not about minimum standards which under certain 
conditions are to prevail. It may be that all parties will recommend higher 
minimum standards than at the present time, and I am prepared to recommend 


| 
M that if they do, I think it very unlikely that we would not recommend them to 

_ parliament, even at the risk of reopening the act, about which I have been 
_ reminded. This section has not been opened since the statutes were revised a few 
ie years ago. 


ee 
ot 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): It was in 1952, as 
IT recollect. 


. The CHAIRMAN: It is moved by Mr. Macaluso and seconded by Mr. Hahn 
7 that clause 4 be carried. Are you ready for the question? 


oe All those in favour? Those against? 
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I declare clause 4 carried. 

Shall the title carry? 
Carried. 

Shall Bill No. S-7 carry? : 

Bill No. S-7 as amended carried. i Ge 
Shall I report the bill as amended? 


Agreed. 


Mr. PIcKERSGILL: I wonder if you might permit me to say that my educa-_ 
tion in this matter has been considerably enlarged by the experience of the 
committee, and I thank you for the good will you have shown me. I hope we 
may have the same good will in the house. ~ 


Mr. CaMERON (Nanaimo-Cowichan-The Islands): I suggest you sleep we 
tonight, Jack! 
| The CHAIRMAN: I want to thank the witnesses, Mr. Cook, Capt. Meadows, 
representatives of the tugboat owners, Mr. Cliffe, Mr. Lindsay and the officials — 
of the Department of Transport, including the minister, for taking part in this © 
discussion. Thank you very much. 

It is now understood that we shall meet on Tuesday to consider the pipe 
line bills in room No. 371 at 10 o’clock. On Thursday we shall meet to consider — 
the railway bill, C-120, and to hear officials of the Department of Transport, 
‘Thank you very much. . 
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ear Mr. Plouite: 
re: Bill S-7 ; 


I would confirm my telephone advice to you of this morning that our blient. 
ur Jpper Lakes Shipping Ltd., does not intend to file a brief with respect to the a 
above-mentioned Bill with the Standing Committee on Railways, Canals and ~ 
_ Telegraph Lines. I apologize for any inconvenience that our delay in so advising i 


you may have caused. 


Yours truly, 


Siened (RB. V. Sankey) — 
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THURSDAY, February 18, 1965. 


Be - Ordered. That the Eollovine Bills be teferred to the Standing Committee a “ 
on Railways, Canals and Telegraph Lines: ssh 


P Bill S-41, An Act to incorporate Mountain Pacific Pipeline Ltd. 


f ‘ Bill S-43, An Act respecting Canadian-Montana Pipe Line Company. 
Bill 9-47, An Act respecting The Burrard Inlet Tunnel and Bridge Company. vie 
Monpbay, February 22, 1965. 
. Ordered. That the names of Messrs. Kindt and Macdonald be substituted 
r those of Messrs. Horner (Acadia) and Mackasey on the Standing Committee 2 
( 1 Railways, Canals and Telegraph Lines. Ss 
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i “REPORT TO THE HOUSE Me " 


t U a) \ { uy fi / ” i \ Aa < 


oe Ne | foie Standing Committee on mid ataya, Candis: and “Telegraph Lines has as 
eh “the honour to present the following as its | | eo AN 


Hie a 


u 


Aa - eta SEVENTH REPORT 


Sout Committee has considered the following Bills and has agreed 
ae them without amendment: 


oo _-—- 1. Bill S-41, An Act to incorporate Mountain Pacific Pipeline Ltd.: i) 
| 2. Bill S-43, An Act respecting Canadian-Montana ous Line Com- 
pany, q 


3. Bill S-47, An Act respecting The Burrard Inlet Tunnel and Bridge 
Company. . a 


. ua A copy of the Minutes of Proceedings and Evidence relating to the sai id 
Bills ee No. 11) is appended. 


Respectfully submitted, 


Te JEAN T. RICHARD, 
Chairman. 


(Presented this day). 
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MINUTES OF PROCEEDINGS 
TUESDAY, February 23, 1965 
(25) 


: The Standing Committee on Railways, Canals and Telegraph Lines met | 
this day at 10:05 o’clock a.m. The Chairman, Mr. Jean T. Richard, presided. 


IS, Members present: Mrs. Rideout and Messrs. Armstrong, Basford, Cameron 
| (Nanaimo-Cowichan-The Islands), Cantin, Cowan, Crossman, Foy, Granger, 
Gundlock, Kindt, Laniel, Lessard (Saint-Henri), Leblanc, Lloyd, Matte, Mc- 
Nulty, Nugent, Olson, Richard, Rock, Southam, Tucker, Winch (24). 


Hey 

In attendance: Mr. Joseph H. Konst and Mr. Gordon Henderson, Q.C., 
arliamentary Agents; Mr. Peter C. Bawden, President, Peter Bawden Drilling 
imited; Mr. Gus A. Van Wielingen, Vice-President, Northern Pacific Pipeline; 
| Mr. Peter Jaffrey, Vice-President, Dominion Securities; Mr. Louis S. Stadler, 
Vice-President, Canadian-Montana Pipeline Company. 


The Chairman introduced Bills S-41, S-43 and S-47. 


On Bill S-41, An Act to incorporate Mountain Pacific Pipeline Limited: 
The Chairman called the Preamble and asked the sponsor, Mr. Deachman 


Clauses 1 to 11 inclusive were adopted. 
The Preamble carried. 

The Title carried. — 

The Bill carried. 


Mr. Laniel moved seconded by Mr. Matte, 
Resolved: That the Chairman Report the Bill without amendment. 


On Bill S-43, An Act respecting Canadian-Montana Pipeline Company: 


di The Chairman called the Preamble and Mr. Konst explained the purpose 
of the Bill. 


The Committee proceeded to the questioning of the witnesses. 
Clause 1 carried. 

The Preamble carried. 

The Title carried. 

The Bill carried. 


Mr. Foy moved seconded by Mr. Lessard (Saint-Henri), 
Resolved: That the Chairman Report the Bill without amendment. 


‘a On Bill S-47, An Act respecting The Burrard Inlet Tunnel and Bridge 
Company: 
: The Chairman asked Mr. Konst to explain the purpose of this Bill. 
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“Clause Learried, 
ne yohie Preamble carried. 

2 u \ “The Title carried. 

| ‘The Bill carried. 


_- Mr. Leblane moved seconded Be Mr. Nugent, oe 
Resolved: That the Chairman Report the Bill without amendment. 


ane At 11.20 o’clek a.m. the Committee adjourned to the call of the Chair. 
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EVIDENCE 


TUESDAY, February 23, 1965. 


The CHAIRMAN: Mrs. Rideout and gentlemen, we have before us this morn- 
ing three bills, Bill S-41, to incorporate Mountain Pipe Line Limited, Bill S-43, 
respecting Canadian-Montana Pipe Line Company, and Bill S-47, respecting 
the Burrard Inlet Tunnel and Bridge Company. 

I will call the first bill, Bill S-41. The sponsor is Mr. Deachman and I will 
ask him to introduce the parliamentary agent. 


Mr. DEACHMAN: The parliamentary agent who will be acting for the com- 
pany will be Mr. Gordon Henderson. 


Mr. GORDON HENDERSON Q.C. (Parliamentary Agent): Mr. Chairman, ladies © 
and gentlemen, may I introduce the persons who are primarily responsible for 
the undertaking, and ask Mr. Bawden, who has been working actively in asso- 
ciation with it, to say a few words about it. Mr. Bawden, who is on my imme- 
diate right, is the president of Peter Bawden Drilling Limited, a company that 
has been carrying on business in Calgary for some years. Mr. Bawden is a re- 
sident of Calgary and a Canadian citizen. He has been active in the petroleum 
industry in Canada and elsewhere since 1952. Since Mr. Bawden has been activ- 
ely working on this undertaking for the last two years, I believe he would be 
best able to answer your questions and to deal with the matter in detail. On 
Mr. Bawden’s immediate right is Mr. Gus A. Van Wielingen who is an engineer 
and who also, I may say, is a Canadian citizen, resident ordinarily in Calgary. 
He has had 17 years’ experience in the petroleum industry, particularly in nat- 
ural gas and various petrochemical problems. He has been associated for six 
years with the J. C. Sproule Engineering Company specializing in oil and nat- 
ural gas. He was also an adviser to the royal commission on energy. 

Gentlemen, here are the two individuals primarily interested in this project, 
and I would ask Mr. Peter Bawden if he would introduce the subject to you, 
and we will then seek to answer any questions you may put to us. 


The CHAIRMAN: I will call the preamble and ask Mr. Bawden to speak. 


Mr. PETER C. BAWDEN (President, Peter Bawden Drilling Limited): Mr. 
Chairman, hon. members, it is a pleasure to be here today to give you a brief 
summary of the Mountain Pacific Pipe Line project. The simple object of our 
plan involves construction of an eight inch pipe line from west central Alberta 
to the west coast of Canada. This pipe line will start from Edson, Alberta, and 
move by the Yellowhead route down through the central part of British Co- 
lumbia to terminate in the Vancouver area. The simple object of the line is to 
move under pressure natural gas liquids. These liquids would come from wet 
gas fields in central and western Alberta. Natural gas liquids of which I am 
speaking consist of ethane, propane, butanes and some pentanes. In extracting 
these liquids from wet gas fields we would be extracting from wet gas streams 
which presently are carrying these liquids. However, they are carrying them 
in the form of vapour, that is in the form of natural gas, to markets in the 
United States. When the field plants in the individual gas fields extract these 
liquids, they, of course, come out in the liquid phase, and it is our plan to move 
them in the liquid phase to the west coast. In other words, this is a liquids line, 
not a vapour line; it is not in any way related to crude oil. Therefore, it does 
not duplicate any existing transportation system over the route envisaged. 
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I might clarify by saying that the iGuide being extracted are presently ; 
being moved to the fuel markets in the United States. The markets that we — 
envisage are primarily in the Pacific area, and more specifically in Japan. It 4q 
would be our intention to make any product that could be sold available Gio 7 
the pipe line route through British Columbia and also on the west coast of 
Canada. : a 

The Japanese market is a very rapidly expanding one in a very dynamic | 
country. Their fuel needs are almost insatiable. However, it is very important aq 
that, if Canada is to supply any part of this market, we do so immediately be- — 
cause the fuel policy and contractual arrangements which are presently being — 
formulated in that country could well exclude Canadian products if we do not © 
move quickly to take advantage of the present situation. i 

I might say that Mr. Van Wielingen and I have made many trips to Japan © 
in the past 18 months. We feel that this is a natural market for some of Can- — 
ada’s petroleum output. q 

The principals involved in this company at the present time are limited — 
_to Mr. Van Wielingen and myself. We are both Canadians and we feel very — 
strongly that this is a unique opportunity for us as Canadians to proceed | 
with such an endeavour. : 

The cost of this project is estimated at $42 million. In the course of our | 
work we have made contact and worked with Dominion Securities, one of Can- — 
ada’s leading financial organizations. They have assured us that, subject to a 
completion of the contractual arrangements which we are presently negotiating, — 
the project is financible. ‘ 

The timing of this development is as follows: We must, following incorpora- — 
tion of the company, move before the conservation board of Alberta and © 
thence to the national energy board here in Ottawa. It will be the duty of the ~ 
national energy board to consider, in great deal, questions of product supply, — 
marketing contacts at the other end, and, of course, a detailed consideration ~ 
of our financing plan. It is our intention to commence construction of the ~ 
major pipe line at the gathering system early in 1966 so that we can supply 
the Japanese market by the winter of 1966-1967. I might add that they are — 
experiencing a terrific shortage of these products in this current winter, and ~ 
we are most anxious to be in a position to fulfil this need during the winter ~ 
of 1966-67. Ey 

Having given you this very brief summary, I would like to say that I have — 
a small but competent group here which is capable of answering any questions. a 
We will be very happy to attempt to answer any questions that you might wish 
to ask. 


Mr. WincH: Mr. Chairman, there are three questions that I would like tom 
ask at this time, and I will ask them all together now. a 
In view of the statement made by Dr. Bawden that only he and Mr. Van 
Wielingen are concerned I wonder why Mr. Van Wielingen’s name does not 
appear in the incorporation document. ) 
My second question is addressed to Mr. Bawden. Do you have any mil hs 
visional contracts for the export of ethane and propane to Japan? a 
My third question is whether there is any type of guarantee, in your 
request to the House of Commons for incorporation, that there shall not be vy 
a recurrence of past experiences of shares being put in escrow and made a 
available to the originators or the founders at a lower price than the stock i 
market value? , A 


Mr. BAwpbEN: Mr. Chairman, I am happy to answer these questions. 
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Firstly: as far as Mr. Van Wielingen’s participation in this company is 
mt. concerned, at the time that we made our original application for this bill Mr. 
_ Van Wielingen was not an employee of the company. Being an employee of 
_ another firm at that time he was not available to join us when we made our 
- original application. 

f In reply to your second question regarding the matter of provisional con- 
_ tracts, I would like to say at this time that our marketing arrangements and 
- contracts are at an advanced stage of negotiation. I am unable to report that 
we have actually concluded and signed contracts at this time. 

| Regarding the question of options on escrow stock being made available 
_ to employees, we have, at this time, made absolutely no promises and no 
_ commitments in this regard. It is our intention to follow a most conservative 
- policy in the financing of the company. We have been very careful to avoid 
any such commitments. It is not our intention to follow through on the issue 
of stock to employees in any way that could be considered unreasonable or 
_ bring special benefits to the individuals concerned. 


Mr. WINcH: Would you put that in the act? 


Mr. HENDERSON: If I may comment on this, Mr. Chairman, we do not want 
to put into the act any restrictions that would make it impossible to carry on 
_ financing through Dominion Securities. However, we would be prepared to give 
i whatever assurances may be necessary or to put in the act whatever wording is 
_ necessary to ensure— 


. Mr. WincH: But, Mr. Chairman, I want it understood. I am not questioning 
| how it is financed. As you know, we have experienced this lack of protection 

7 over the years in respect of various pipe line and oil companies and I want 
_ to be sure that in connection with this bill we have the protection that we have 
not had in the past. I want to ensure that a few hundred thousand or even a 
million shares cannot be bought by the promoters at a price which is an 
absolute give away and then, because there is no capital gains tax in Canada, 
_ they would be allowed to make millions of dollars. 


Mr. HENDERSON: As I said, Mr. Chairman, this is not the intent and we 
would consider having included any reasonable wording to that effect. As I 
said, it is the intent of the company to do its financing through Dominion 
Securities and to carry it out on a conservative basis without any attempt at 
_all to derive benefits as have been suggested. Certainly, any reasonable wording 
which would have that effect would be considered by the sponsors. 


Mr. BAWDEN: Mr. Chairman, I can assure the hon. member that it is 
a absolutely and completely beyond the intent of our group or myself to partici- 
_ pate in the way that has been suggested. I think it would be unreasonable that 
vast millions of dollars would accrue to any individual. 


The CHAIRMAN: Are there any other questions? 


Mr. Kinpt: Mr. Chairman, let us nail this particular feature down. As you 
_ know, there has been a lot of discussion in the past because of the Trans-Pacific 
_ Pipe Line, the Tanner deal and others. We have had manipulation of shares 
_ by the promoters. 
I think promoters certainly are deserving of something and that they 
| should be well rewarded for their efforts in promoting these pipe lines, other- 
- wise we never could have these corporations established. But, on the other 
hand, there has to be some safeguard for the public, and this will have to be 
- written into the bill before I pass it. I want to know how much is going to 
come out of financing. I approve of the statements made by Mr. Winch. I am 
100 per cent behind the establishment of this company but I want this bill 
bri handled in such a way that the public is protected. 


The CHAIRMAN: Does any other member wish to comment on this? 
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Mr. Rock: Mr. Chairman, perhaps some members would like to know in 4 
advance the financial standing of these two gentlemen in order that it will be © 
known what their standing will be later on. ; 


Mr. WincH: No, Mr. Chairman; I will accept the statement made, that q 
a proper bill is before us. I want to make sure—and I presume that the people a 
who have been spoken to feel the same—that we are not going to have a q 
repetition of what we have had in respect of some companies in the past. a 


The CHAIRMAN: Shall we proceed with clause 1? 


Mr. Kinpt: Mr. Chairman, before doing that, what procedure would be j 
necessary to include this kind of thinking in the bill before it goes on to the © 
floor of the house? a 


Mr. Rock: This is the place to do that. 


Mr. NuGEntT: Mr. Chairman, the value of the shares is set down in the bill. 
The public, which might be interested in buying shares, is protected by the % 
various securities commissions in the provinces, and I cannot see any practical a 
way by which this committee can determine how much profit one should — 
be able to make in putting together a venture of this magnitude. 


I.can understand Mr. Winch’s concern. However, I think we should take 
into account the fact that there is a securities commission; their job is to protect ‘@ 
the public. The share value is set down in the bill. I think it would be impossible 
for us, and certainly it is not our function, to say how much profit shall be made. 

We should bear in mind that this is a highly competitive industry. Other q 
than having the assurance of these gentlemen there is really no practical way _ 
that we as a committee can do more. If we try to do more I think we would be © 
setting ourselves a hopeless and impossible task and delving into something — 
that really is not our business. a 

All we are doing is giving these gentlemen the right to form a company. ¥ 
They have to satisfy the Alberta energy board and they have to satisfy the e 
national energy board. They have to be in conformity with the laws of the 4 
securities commission and so on. We have the assurance of Mr. Bowden, who is a 
a well-known and reputable businessman in Alberta, and I think that is as far as . 
can go, if we want to proceed in a practical way. 


Mr. WINCH: Yet, Mr. Chairman, Mr. Bawden himself said that in view of | 
the historical past he would be prepared, if wording could be found, to have it Bt 
included in the act. 4 


Mr. Nucent: That is the part that bothers me. I think we could look for ; 
weeks and not find a practical way of expressing that. . 


The CHAIRMAN: Are there any other comments? 


Mr. Krnpt: Mr. Chairman, with all due respect to Mr. Nugent, I am not a 
prepared to say that this committee has no power. If we have not the power a 
to deal with a matter of that kind and incorporate something into this act a 
to cover it there is something wrong with this committee and we had better y 
rise and call it a day. me 


Mr. Chairman, I would like you to ascertain the wishes of this committee in _ 
respect of what should be done concerning public protection. I am not accusing mm 
Mr. Bawden nor the president of the company because they are the most ~ 
honourable men in western Canada, and I am 100 per cent behind them. I just _ 
want to be assured that the public is not going to be left unprotected, and if — 
we cover that in the act it should make the question of financing much easier 
the organization of the company much easier, and I am sure that everyone will 
be more satisfied. That is the reason I state, in spite of what Mr. Nugent said, 
that something should be put in the act for the benefit of everyone. 
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The CHAIRMAN: Mr. Kindt, if you have any suggestions to make I think 
you should put them in the form of an amendment. I think either you or Mr. 
Winch should do this. Surely you do not expect the chairman to suggest an 
amendment to this bill. 


Mr. WINCH: This would entail very careful legal terminology. I understand 
that Mr. Bawden has a most competent staff with him today; perhaps his staff 
could make a suggestion to meet the proposition which has been put forward. 


Mr. NucGEeNntT: Mr. Chairman, I suggest it is very unfair to ask these people 
who have come here to do this. They already have been assured that everything 
is in order. The bill has gone through the Senate and it has been checked by 
the law officers. In my opinion, they should not be faced at this time with such an 
uncomprehensible task as has been suggested to satisfy these two gentlemen. 

As I said, Mr. Chairman, there is no practical way of doing this. I think the 
Chairman was being very fair when he suggested that these gentlemen put 
forward a specific amendment. Perhaps they could show us a practical way of 
doing it. I am willing to listen. But, as I said, I do not think it is fair to ask 
_the witnesses to come forward with a wording to cover this. 


Mr. WincH: Mr. Chairman, may I say that I am wholly in support of the 
idea behind this bill. I hope it goes through. But, I think at the same time we 
have to ask for certain protection and, as I stated earlier, we have been assured 
by Mr. Bawden that he would like to meet our objections. 


The CHAIRMAN: Well, it is not my wish to speak on this matter but I am 
inclined to believe that, unless someone has studied this matter and has found 
that it is within the competence of this parliament to regulate the issue of 
securities, this is primarily under provincial control. In my opinion, it would © 
be very difficult for members of this committee to consider any general sug- 
gestion. However, a specific suggestion might be entertained, and if someone 
would put a suggestion forward I would welcome it. But, as Mr. Nugent stated, 
this would be more a matter for provincial securities commissions than any 
powers given to the house in respect of these bills. 


Mr. GRANGER: Mr. Chairman, do I understand from Mr. Nugent that there 
are provisions in other legislation to cover the questions raised? 


Mr. WINCH: There was not, and that is the problem. 


Mr. Foy: Mr. Chairman, I would agree with Mr. Nugent in this respect; it 
is very unfair for this committee to subject the principals who are here to this 
kind of questioning. I believe when you incorporate a company such as this 
you follow a standard pattern. Any advice comes from the securities commission 
and other bodies and, in order to incorporate a company, you have to go along 
with the laws not only of the federal government but of the provincial govern- 
ment, which is involved here, and the securities commission in a particular 
province is a part of that. They have used standard procedure in setting out the 
stock arrangement. This is the way a corporation is formed. If there is a need 
for a change in the legislation it should not come before the committee at this 
time just to satisfy certain members of the committee. 

Mr. Basrorp: Mr. Chairman, further to the question put by Mr. Granger, 
when a company initially invites the public to participate it has to set out 
in its prospectus any preliminary financial arrangements it has entered into 
which, I am sure, would provide an answer to Mr. Winch’s question. The public 
would have to be made aware of any arrangements made and prospective 
investors would know of any such arrangements. 


The CHAIRMAN: Are there any other comments? 


Mr. Kinpt: Mr. Chairman, is that not the procedure that has been followed 
in the incorporation of all pipe lines? I am thinking of Trans-Pacific Pipe Line 
Company, Canada Pipe Line and many others. 
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Mr. WINCH: Trans-Mountain is a bad Pea 2) 


Mr. KinptT: Mr. Chairman, I believe we will be ay an open end if 
we do not provide a little more protection for the public. I would like to repeat 
that, in my opinion, most of the people, myself included, are 100 per cent behind ~ 
the building of this pipe line. I would like to see the people of Alberta invest — 
in this pipe line, but I want to be assured that there is not someone sweeping 4 
up, like Mr. Tanner. I would like to see the people of Alberta deriving benefits 
from this pipe line, as well as Mr. Bawden and the others who are promoting it. 

I think that in the long run it would be in their best interests if this additional 
protection was given. If this was done the public would have some protection ~ 
which they do not have at the present time. But, if we do nothing about this at a 
the present time and the bill goes through, and is written in such a way that — 
these people who are associated with it at the expense of the public take an 
undue share, I would be very unhappy. As I said, I think the public should be 
protected in some way. 


Mr. Basrorp: Mr. Chairman, I think the public is sufficiently protected 
under the various securities acts. I think Dr. Kindt is trying to impose upon — a 
this one. particular company certain restrictions in respect of the issuance of its _ 
share capital which no other company would have. It seems to me it is unfair to 
put restrictions on this one company. 

If Dr. Kindt is unhappy with the company or security laws of the country, — 
he should make appropriate amendments to those laws and not to this particular y 
act. It would seem to me it is completely unfair to put specific and peculiar 
limitations on this one company when no other company has similar restrictions. 


Mr. Luoyp: I would like to say in general that if you propose to limit the 
powers of a private bill applicable to a particular company, I think you should 
indicate specifically the reasons and not express them in too general terms. 
Otherwise you are singling out this particular company for special legislative 
action. If there is anything in this bill which tends to overcome any other legis- 
lative enactment, then this should be pointed out specifically, and if Dr. Kindt 
could do so, then I think what he is talking about might have some merit. How- q 
ever, I think the onus should be on him to point out how this bill avoids the 
restrictions which exist in other legislation such as the securities act or the X: 
Companies Act, as the case may be. If we could have that information, then — 
we might have some comprehension concerning what Dr. Kindt is discussing. ‘ 

Mr. Kinpt: Coming from western Canada as I do, I well recall the feeling i 
among the people with regard to the profits made from promoting pipe lines. 
Here is a bill which all of us are behind—at least I am—and I would like to help 
these persons get it established. I would also like to see their proper public Zs. 
_ relations started off right. It is this fear on the part of the public that somebody it 
in the corporation is going to take a big slice out of it that will keep the money 
from being invested which should come from Alberta to help build the pipe am. 
line. i 

We want these developments to take place in the west. There is something 
inherently wrong in the articles of incorporation, or elsewhere, of this particu- } 
lar bill if something cannot be inserted in the bill before it passes parliament; 
in other words, an intention or some such thing. I see no harm in including 
that. I support Mr. Winch in his suggestion. Bh : 

Mr. Ouson: Mr. Chairman, I think it is completely unfair to draw a parallel 
between this bill and the Trans-Canada Pipe Lines, for example. Certainly, both 
are pipe lines, but there the similarity ends. In respect of the Trans- ae 
Pipe Lines, there the similarity ends; a lot of other arrangements were made, — a 
including a certain amount of government financing for certain sections of the - 


RAILWAYS, CANALS AND TELEGRAPH LINES 731 


There is no onpetson for the Trans-Canada Pipe Lines in moving gas from 


be, 
a Alberta to the eastern market. In addition this pipe line will have the problems 


of building and maintaining markets so that the company can be profitable, 


_ quite apart from not having more or less a monopoly on the movement of the 


¢ 
i, 
un 
“405 
ay 
fis 
A 
hawt? 
a! 
tae ' 
wrt 
linked 
Ive 
1 
4 
ta 
Ge 
hare 
may 
‘ 
hs 
ay 
rand 
eg 
i 
bal 
ty 
Ae 
aye 
ray 


ei 

ve 
i 

i 


fuel. 


I just wish to say that I think drawing this kind of a parallel and using it 
as a reason is not a fair argument at all. 


The CHAIRMAN: Are there any other comments? If not, I would be inclined 
to suggest that we should proceed to clause 1, unless at the proper time someone 
is willing to introduce an amendment. 


Clauses 1 to 5 inclusive agreed to. 
On clause 6. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): I notice that this clause 
includes authority to own, lease, operate and maintain inter-station telephone, 
teletype, telegraph and microwave or television communication systems and 
subject to the Radio Act, and any other statute relating to radio, microwave or 
television, own, lease, operate and maintain interstation radio, microwave or 
television communication facilities. 


Could Mr. Bawden explain this? This is not an ordinary radio television 
station that is proposed; it is just interstation for your own communications? 


Mr. Nucent: It is a standard clause. It is a problem of supervising and 
maintaining the safety of the line and their own communications along the 
line. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): Then you also have pro- 
vision to purchase, hold, lease, sell, improve, exchange or otherwise deal in 
any property and may subdivide the same into building lots and generally lay | 
the same out into lots, streets and building sites. Am I right in presuming that 
this is the provision for the building of what used to be known as a company 
town or settlement for the employees of the company. 


Mr. BAWDEN: Yes, sir. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): It is not the intention 
to embark on an investment for speculation or promotion? 


Mr. BAwpvEN: No. 


Mr. Cowan: Mr. Cameron referred to the power to maintain an interstation 
telephone. That will give the Bell Telephone Company the right to invest in 
this firm because they are maintaining a telephone there. Like the Northern 
Electric, it is not going to be a subsidiary of Bell, is it? 

Mr. Basrorp: Mr. Cowan will want to know whether they are going to 
have a British network or a French network. 


Clause agreed to. 
On Clause 7—Section of the Companies Act to apply. 


Mr. Luoyp: Mr. Chairman, before you go beyond clauses 7 and 8—I 
apologize for being late because the explanation to this may have been given— 
I would like to know from the witnesses the explanation of why they wish 
that the sections recited in clauses 7 and 8 be inapplicable to their particular 
company. What is the reason that you wish to avoid the application of these 
particular sections of the Companies Act? 


Mr. HENDERSON: May I answer that shortly by saying that in clause 7 you 
find a group of sections which have been excepted because they were considered 
to be inapplicable to a company incorporated by a private act as opposed to a 
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company incorporated under the Companies Act. These have been Secepicaae 


because of the very nature of the statute we are seeking; not for any special a, 


purpose, but because the present provisions are, by their nature, inapplicable. 


These sections were gone over very carefully and a check was made in 


respect of their applicability. I may say that we have followed a previous bill 
which has now been enacted; that is, the Polaris bill which gave these sections. 
a great deal of consideration: After looking at thé yarious sections we ended 
up by following the exact format of the previous statute. In the Polaris Act. 
you will find these excepted in exactly the same way they are here. The short 
answer is that they are out because of their inapplicability to a private bill. 


Mr. Luoyp: Is the fact that this was done in a previous bill the only reason? 


Mr. HENDERSON: No. As I say, the reason is they are inapplicable to a bill 
of this type, and the precedent is a previous bill. 


Mr. Ltoyp: What do these sections require of ordinary companies incor- 
porated under the Companies Act that you will not be required to do? 


Mr. BasrorpD: Mr. Lloyd is a chartered accountant and I thought he would 
know this. 


Mr. Luoyp: Mr. Lloyd is a member of parliament sitting with his colleagues 
who represent a variety of professions. I suspect that most of us do not know 
the provisions of the various acts. 


Mr. NuGENT: Would it help if Mr. Lloyd was reminded that this bill went 


through the Senate and the law clerk of the Senate put his stamp of approval — a 


on it? 


Mr. Luoyp: We have a responsibility which is different from that of the 
Senate, and when a witness appears before a committee of this nature with 
a private bill asking that certain provisions of the Companies Act not apply 
to a certain company, I would expect that he would anticipate that we would 
ask him for an explanation of why these particular sections should not apply. 


Mr. HENDERSON: May I take as an example section 14 (2) of the Companies 
Act. It reads: 


The company shall from the date of its letters patent become and be 
vested with all property. and rights, real and personal, theretofore held 
for it under any trust created with a view to its incorporation. 


That is inapplicable in this case. There is no such trust. Had there been, we 
would have explained the details and this would not have been out. 


Section 12 (7) reads: 


Where the authorized capital of a company consists, in whole or a 


in part, of shares without nominal or par value the paid up capital of 
the company shall, with respect to those shares, be an amount equal to the 
aggregate amount of the consideration received by the company for 
such of those shares as are issued, exclusive of such part of such con- 
sideration as may be set aside as distributable surplus in accordance 
with the provisions of this part or as may have been lawfully set aside 
as distributable surplus before the lst day of October, 1934. 


This has no particular meaning to this particular type of company. We 
have our non-par value provisions set out in detail. In other words, there is no 
need for that particular provision, nor is there for subclauses 8 and 9 which 
I will read: 


(8) Each share of the capital stock without nominal or par value 
shall be equal to every other such share of the capital stock subject to the 
preferred, deferred or other special rights or restrictions, conditions or 
limitations attached to any class of shares. 
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(9) Every certificate of shares without norminal or par value shall 
have plainly written or printed upon its face the number of such shares 
which it represents and the number of such shares that the company is 
authorized to issue, and no such certificate shall express any nominal or 
par value of such shares. 


This is the type of provisions which have been excluded. I may take 
_-section 15: 


(1) A company shall not make any loan to any of its shareholders 
or directors or give whether directly or indirectly, and whether by 
means of a loan, guarantee, the provision of security or otherwise, any 
financial assistance for the purpose of, or in connection with, a purchase 
made or to be made by any person of any shares in the company. 


That is another provision which has been excluded. 
Mr. Luoyp: It has been excluded from this bill. 
Mr. HENDERSON: That is correct. 


Mr. LLoyp: Why would you exclude it from your bill; what is the reason 
the general law should not apply with respect to this company? This is in 
respect of a loan to a shareholder. 


Mr. HENDERSON: That is correct. 
Mr. LuoyD: Why would you wish to have this excluded from your act? 


at Mr. HENDERSON: I only read the major part of it. Then there are several 
_ exceptions to that. I may say there are two reasons; one is that it has been the 
_ custom in the past to exclude it and, second, so far as we are concerned, we 
_ saw no particular purpose in that section from the standpoint of this company. 

Oh, I have been misspeaking about the ones which are excluded, I am 
reminded by Mr. Konst. You are perfectly right; they are not exactly the ones 
excluded by 153 and 155 and so on. You and I have been misspeaking, and I 
apologize. 


Mr. Luoyp: Otherwise I would have asked to suspend all discussion of 
the bill. 


The CHAIRMAN: Does clause 7 carry? 


Clause 7 agreed to. 


We are now on clause 8. 
On clause 8. 


Mr. Luoyp: Let us get to the exclusions. 


Mr. HENDERSON: I apologize for taking up your time. Section 153 of the 
Companies Act reads as follows: 


To manage company. 


153. The affairs of the company shall be managed by a board of not 
more than nine and not less than three directors. 1934, c. 33, s. 149. 


Section 154 reads as follows: 


Provisional directors. 


154. The persons named as such, in the special act, shall be the first 
or provisional directors of the company, and shall remain in office until 
replaced by directors duly elected in their stead. 1934, c. 33, s. 150. 


Section 155 reads as follows: 


Qualification of subsequent directors. ee 


155. No person shall be elected as a director unless he is a share- 
holder owning shares absolutely in his own right, and not in arrear in 
respect of any call thereon; and the majority of the directors of the | 
company so chosen shall, at all times, be persons resident in Canada, 


and subjects of Her Majesty, by birth or naturalization. 1934, c. 33, s. 151. i” 


We have a special provision in the act to the effect that we must be 
Canadians. If you will look at clause 2, subsection (2), it reads: @ 


2. (2) No person shall be elected as a director unless he is a share-— of 
holder owning shares absolutely in his own right, and not in arrear in — 
respect of any call thereon; and the majority of the directors of the 7 
company so chosen shall, at all times, be persons resident in Canada — 
and Canadian citizens. 


So you see we have especially provided for this in our own bill. 
Mr. Luoyp: For the majority of directors? 


Mr. HENDERSON: That is right. The point is that we have specifically pro 
vided in our bill for an equivalent provision. 


Section 162 of the Companies Act—if you prefer me to go on, I can do gu i 
but this is the nature of it. These are the preference shares’ provisions. But we 
have our own provisions in each case, and we have especially provided for 
them, just as in the general statutes. 


Mr. Luoyp: So that under each of these clauses you have preferred to haven 
your own provisions which represent some modifications of the provisions 9 i 
the Companies Act? 


Mr. HENDERSON: When you say prefer, that is true, because we urge ther 
on you. We have done this, however, after considering what has been don 
before us on previous bills, and what is in the Companies Act, and we have — 
especially provided in our act so that anybody who wishes to obtain a share 
in this company will see in our own statute specifically what the provisions are, 


Mr. Luoyp: I am satisfied with the purpose and intent of the company and 
will go along with the bill. But I do think it would be incumbent upon us at 
some stage to make certain that each of these clauses do not give a privileg 
to this company which is not the general practice. We do not want to be in 
consistent with the general purposes of the Companies Act and also the provi- | | 
sions in respect of any other acts. I think this requires some examination oF) i 
the excepted provisions of the Companies Act, comparing them specifically with ; 
the provisions which are in this bill as put forth by the incorporators. I shall. 
not hold it up at this stage because I do not have any specific reason to on 4 
to this request being made. But I would suggest that before the bill reaches the © 
house, no doubt some of us will be interested. 


Mr. HENDERSON: Very well, we shall be happy to explain it to any of 
terested members. a 


The CHAIRMAN: Shall clause 8 carry? 
Clauses 8, 9 and 10 agreed to. 

Now, we are on clause 11. 

On clause 11—Commission on subscription. 


Mr. Wincu: Is this not the clause where Mr. Bawden may be able 
suggest some wording which would meet the view of a number of membe hh 


RAILWAYS, CANALS AND TELEGRAPH LINES 735 


it says that the company may pay a commission. I would like to ask Mr. 
Bawden if he would provide some type of wording at the end of clause 11— 
which is the only place I can find where it would tie in—something along this 
ine: ‘‘Nor shall any director or shareholder be able to purchase shares held in 
sscrow or on any other basis at more than 10 per cent less than the share 
market value, or the stock market value’’. 


4 Mr. HENDERSON: I do not know about this. 
a Mr. WINCH: It would be the same principle. 


Mr. HENDERSON: The last part of the wording presupposes that there is 
an existing value on the market. But how are you going to determine it? 


Ri, Mr. WIincH: No. I am not presupposing. What I am concerned with is where 
_ there might be hundreds of thousands of shares which could be bought by 
promoters at what, if my memory is correct, would be about 1/20th or even 


_ bought them. 


Mr. HENDERSON: There would have to be a determination of the market 
_ value. You presuppose that there will be at any point of time a market value. 
_ There might or there might not be. The shares might not be on the market 
| at that time. I merely suggest that this is not a solution. Our problem is simply 
- that we do not know at this moment what impediment a wording of this kind 
_ would create in terms of financing. We would have to ask our financial officers 
_ what the effect of it would be. I do not want to make a commitment which 
_ would be impossible to perform. I want it to be perfectly clear that I do not 
want to give an undertaking which would create such an impediment to our 
_ financial adviser, Dominion Securities, that they would find it impossible to 
a carry out the project. 


om Mr. WincH: Do you mean that they would not be satisfied with their 10 
per cent? 

on Mr. HENDERSON: I do not know. I have not discussed with Dominion 
_ Securities any amendment of this nature. I do not want to commit myself 
_ without being certain that I am not getting into an impossible situation. I do 
_ not know. 

on The second thing is that this is a matter that I would urge be considered 
im with some care in this sense. I would urge you to bear in mind that this is a 
- matter which will of course be considered under the various securities laws of 
- the particular provinces in which any shares are issued, and that each of those 
a provinces will have its own laws. So this is a matter of general protection in 
hi any event. 

Already you have heard that the principals who are sitting by my side 
are two men who are well known in western Canada, and you have statements 
' of their integrity. There is also the problem of timing and financing of the 
_ project to be considered, and I would ask you to consider whether these 
- exceptions which you suggest are warranted under the circumstances. 


i Mr. WincH: Without any inference, might I say that Frank McMahon was 
also well known in Alberta and British Columbia. 


Mr. HENDERSON: This is parallel with Polaris which did receive approval 
of the House of Commons without any similar limitation. Moreover, several 
pills of the Polaris nature have received your approval without any limitation 
_ of this nature, and the public has been adequately protected by the securities 
i laws. In other words, what I suggest is this: Do not let the exceptions which 
- you are pointing out, govern the general. There is no reason, I suggest to you, 
_ that in this case the exceptions govern here. 
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more than 1/20th of the stock value, or the value of the shares when they | 
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Mr. Wincu: I do not want to hold up the bill, but I would ask in view of © 
your statement if you would be prepared on behalf of the company, when this : 
bill passes our committee and is recommended to the house, to have the sponsor 
of the bill in the House of Commons give the results of your further considera-_ 
tion and consultation with the financiers? 4 


Ge 
r~ 


Mr. HENDERSON: No. Nee 4 
Mr. WiNcH: Otherwise I would have to ask that it stand. But if you are e 
prepared to do that, I would withdraw my objection. 


Mr. NuGeENtT: What Mr. Winch is attempting to do is to perform exactly 
the functions of the securities commission when the shares are put on the marke A 


Mr. WINcH: It has not worked. 


Mr. NuGENT: It is strictly a provincial function. I suggest that if we are © 
unhappy with the provisions of provincial laws, and with the manner in which y 
they operate in the provinces, I think we should bear in mind that most com- 
panies in Canada are incorporated under provincial laws, and that it is 
unreasonable to make this particular company the whipping boy because we are a 
unhappy with the laws governing the securities commissions in some of the : 
provinces. 

Mr. WINCH: It is a little unfair, when we are considering something which ~ 
comes before the House of Commons, and is within the purview and authority of — 
the House of Commons. We have no power whatsoever under the provincial — 
acts, but we certainly have full power over federal companies. 


Mr. Nucent: Not when you are dealing with matters of property and i 
rights. These matters must be handled by the provinces, and it is not for this — 
committee to pre-empt the provincial field. I say that is not the purpose of this — 
committee or of the House of Commons. 


The CHAIRMAN: Shall clause 11 carry? 
Clause agreed to. 

Shall the title carry? 

Carried. 

Shall the bill carry? 

Carried. 

Shall I report the bill? 

Mr. LANIEL: I move that you report the bill. 
Mr. Matte: I second the motion. 

The CHAIRMAN: You have all heard the motion. All those in favour? 
Motion agreed to. 


I wish to thank you very much Mr. Henderson, Mr. Bawden, and Mr. Van 4 
Wielingen. 

The next item on the order of business is Bill No. S-43 respecting thel 
Canadian-Montana Pipe Line Company. The sponsor is Mr. Gundlock, and Ij . 
now call on the agent, Mr. Konst. a | 


I now call the preamble of the bill. 


Mr. Konst: Mr. Chairman, hon. members, the Canadian-Montana Pipe Line . 
Company was incorporated by special act of parliament in 1951. ue 


The company is a wholly owned subsidiary, except for the Canadian ‘ 


directors’ qualifying shares, of the Montana Power Company which has a_ 
head office in the city of Butte in the state of Montana. yj 
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When the Canadian-Montana Pipe Line Company applied for its act of 
_ incorporation in 1951, its sole purpose was the construction and operation of a 
pipe line from Pakowki lake area in Alberta to the Alberta-Montana border 
and, accordingly, its statutory powers were drafted with this purpose in mind. 

In 1951, the governments of Canada and Alberta had not defined their 
present gas export policy, and this was reflected also in the drafting of the 
act of incorporation. Since 1951 the governments of Canada and Alberta have 
‘adopted policies encouraging the export of natural gas, and the Canadian- 
Montana Pipe Line Company has from time to time received permits allowing it 
to export increasing amounts of natural gas from the Pakowki lake area to 
service the Montana market. 

During the period of its existence in Canada, the Canadian-Montana Pipe 
Line Company has accumulated earnings in respect to the operation of its 
pipe line, which it now wishes to invest in Canada for the exploration and 
drilling of natural gas. In 1962 there was enacted by parliament of Canada an 
amendment to the Income Tax Act whereby companies whose principal busi- 
ness is the operation of a pipe line for the transmission of oil or natural gas 
might deduct exploration and drilling expenses incurred in Canada. 

The purpose of the bill before the committee today is to grant to the 
Canadian-Montana Pipe Line Company authority to explore and drill for 
natural gas and oil and authority to acquire, by licence, lease or other means, 
property rights in lands where it is intended to explore and drill. 


I might add one or two general words about the company. Its Canadian 
directors are M. E. Lomas, R. J. Burns, H. T. Tiffen and J. E. A. MacLeod, all 
of the city of Calgary. The United States directors are L. S. Stadler, J. E. 
Correte and G. W. O’Connor of Montana. 

At present, the company operates 22 miles of pipe line in southern Al- 
berta in two sections; one is a four mile line which connects with the Alberta 
gas trunk system, and through which gas is purchased from Alberta Southern 
for transmission to Montana. The other section is 18 miles long and connects 
the Pakowki lake area to the transmission lines of the parent company at the 
Canadian-Montana border. 

The company plans to explore in the southern part of Alberta and as 
I have said, has accumulated earnings available for this purpose. It also has 
behind it a parent company which not only has financial resources but which 
has a staff of experienced geologists and technical people who have already 
worked from time to time in Canada and whose knowledge and experience will 
be available when necessary. 

We have with us today, Mr. Chairman, Mr. Louis S. Stadler, the vice 
president of the Canadian-Montana Pipe Line Company, who has been in the 
gas and oil business for approximately 33 years. He has been the vice-president 
of the Canadian-Montana Pipe Line Company since 1957. He will certainly be 
pleased to answer any questions you might have in connection with the amend- 
ment to the charter which is before this committee today. 


The CHAIRMAN: Are there any questions? Preamble carried. 
On Clause 1. Repeal. 


Mr. Otson: I would like to ask whether this company intends to purchase 
what has commonly been referred to as an existing gas field. 


Mr. L. S. STADLER (Vice President, Canadian-Montana Pipe Line Com- 
pany): We have nothing in mind about the purchase of an existing gas field. 
The idea is for exploration and the acquisition of drilling rights, initially at 
least, in southern Alberta. 

Mr. Oxtson: The acquisition of additional gas reserves would be for the 
purpose of additional facilities for your lines? 
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Mr. StTavueER: If they were required we outa aoole to the approp | 
bodies for export to Montana. x 


Mr. OLson: Clause 1(c) ate! 


—locate, purchase, lease, acquire by reservation, licence or otherw 
acquire and hold, develop and improve, sell, let or otherwise dispose 
natural and artificial gas, oil and other hydrocarbons and sa 
substances. 


Is the main purpose of this to acquire further supplies for your pipe lines a 
or is the intention of the company to go into the business of acquiring leases, 
doing exploratory work and developing gas fields as an enterprise quite apart 
from assuring supplies for your present gas line? wy 


Mr. STADLER: Primarily the idea is for an enterprise to explore and find 
oil or gas. We would hope, working in southern Alberta, that at least the g 
reserves that might be discovered could, after subsequent application to tl 
proper Canadian authorities be available rs our system. “y 


Mr. KInpT: Your primary purpose is to conduct drilling operations in fields 
adjacent to your pipe line or in close proximity to your pipe line for the purpo 
of augmenting the supply of gas for export? 


Mr. STADLER: That is not exactly the position. You will realize that there 
a lot of land between the four mile section in south-western Alberta and t 
18 mile section in southeastern Alberta. We are primarily interested in devoti 
funds we have accumulated over a period of years to the exploration of \ 
and gas in southern Alberta. That is our primary objective. We would hope, - 
if gas were discovered, that we would be able to apply to the proper bodies in 
Canada to incorporate it into our system for use in Montana. oe 


The number one objective is exploration for oil or gas. 


Mr. NuGent: Mr. Chairman, can the witness tell us if the national ener 
board has any objection to a pipe line company going into the exploration fiel 
I am thinking in terms of possible pressures being brought to bear on t 
National Energy Board. 


If the company carried out some exploration work and found gre 
quantities of gas which the national energy board, or perhaps the Alber 
conservation board felt should not be exported, the position will be that y 
would hold reserves which would only be available for export. Do they have MM 
any objection to the possibility of this being used as a form of pressure on then ahi 
if you were to become dissatisfied with the present export permits? Me 


Mr. STADLER: In the first place, sir, we look on the acquisition of g 
reserves, if the program is successful, as being just gas reserves. The export 
those reserves would have to be subject to the decisions of the proper authorities. 
We have no feeling that the establishment of gas reserves would dedicate then ng 
to a Montana market, for example. oe 


Mr. NucEent: I am just thinking how much pressure this might make pos- 
sible on the board in the event of a renewal of application. Do:you not see it as 
means of improving your bargaining position with the national energy board? 


Mr. STADLER: Frankly, no; I do not. In so far as the other part of hie i 
question is concerned, there has been some conversation at least with the nation 
energy board staff and as far as I know they have not taken any position « ro} 
this. They have considered it. They are aware of this private bill. 


Mr. Ouson: At the present time I presume your company buys all its g : 
requirements from other companies in southern Alberta. | 


Mr. STADLER: We have some of our own production in southeastern Al ye 
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Mr. Otson: You have already acquired some gas reserves in southeastern 
ie, Alberta? 

Wy Mr. STADLER: Yes, sir, that is right. We purchased reserves there in 1950. 

a Mr. OLSON: Would this have been exceeding your authority at that time? 
_ You are now coming to us and asking us for permission to locate and purchase 
a these reserves. 

; Mr. STADLER: I think not. Perhaps you are aware of the history. We had an 
_ Alberta company which we had thought at the time would be adequate to meet 
_ the requirements for export. Subsequently, we learned on the advice of Cana- 
_ dian counsel that it was necessary to have a company chartered by parliament 
| to hold the export permits, and the Canadian-Montana Pipe Line Company is 
that organization. 

Mr. OLSON: I have one other question, Mr. Chairman. 


Let us assume you are successful in acquiring leases and subsequently 

_ doing exploratory work and, in fact, putting up reserves. Would this leave some 

_ of your existing suppliers in a precarious position in respect of future sales 

i from their gas fields? 

Mr. STADLER: No, it would not. 

Mr. KinpT: Is the requirement of a provincial government, that a certain 

| amount of development on leases shall take place within a stipulated time, a 
iY factor in the request for this amendment in order that drilling may be aa 

he Mr. STADLER: No, sir, it is not. If this amendment were keane ian 

_ would be entirely for new acquisitions. 

RS Mr. Kinpt: How, then, can your company hold the leases or rights which 

_ you now have for exploration? If I understood correctly, you now have certain 

_ rights for exploration of certain lands. 

Mr. STADLER: This company does not have such rights. 

Mr. Kinpt: I am glad that point is clarified; I had understood you held 
such rights. 

Me: Mr. STADLER: No, this company is requesting the right to acquire lands 

_ for exploration purposes and for drilling. It has no leaseholdings. 


Be Clause carried. 


Title agreed to. 


‘The Cuarrman: Shall I report the bill? 

: Mr. Foy: I move that the bill be reported. 

ve Mr. LessarD (Saint-Henri): I second the motion. 

i | Motion agreed to. 

fe The CHAIRMAN: The next bill we have to deal with is Bill No. S-47, respect- 


_ ing The Burrard Inlet Tunnel and Bridge Company. Mr. Davis is sponsor 
and Mr. Konst is the agent. 


On the preamble. 


Mr. Konst: Mr. Chairman, hon. members, this is a simple matter, relatively 
_ speaking. The company is coming to parliament and to this committee to ask 
_ for authority to wind up. Pursuant to the Companies Act and the Railway Act, 
_ the Winding Up Act of Canada does not apply to a railway company. 

i The Burrard Inlet and Railway Company is technically and legally a 
a railway company. Therefore, it now having sold all its assets to Canadian 
_ National Railways, it now wishes to distribute its assets to its shareholders. 
_ The shareholders, with the exception of 25 shares, are four municipalities 
_in the Vancouver area. 
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The application is basically a legal or scenic! one to give the ‘comp , 
authority to wind up under the Winding Up Act of Canada. ae: 


Unless there are any particular questions, I think I may have given yc Ll 
sufficient information. | a 
Mr. Cameron (Nanaimo-Cowichan-The Islands): You referred to the dis- 
tribution of assets. What assets are there left? a Ce 
Mr. Konst: The assets are all bonds and cash; there are no fixed asse ts 
and no tangible assets. j 
Mr. Cameron (Nanaimo-Cowichan-The Islands): This is to be siaie 
among the shareholding municipalities? es 


Mr. Konst: It is to be divided among the municipalities, yes. There a 
8,025 shares, 8,000 of which are owned in varying numbers by the district o: 
North Vancouver, the district of West Vancouver, the city of West Vancouver > 
and the city of Vancouver. The other 25 shares are held by private lee ce ue 


Preamble carried. 
Clause 1 carried. 
Mr. LEBLANC: I move that the bill be See 


Mr. NuGENtT: I second the motion. 
The CHAIRMAN: Motion agreed to. 
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ORDERS OF REFERENCE 
THURSDAY, February 18, 1965. 


Ordered.—That the subject-matter of Bill C-120, An Act to amend the 
| Railway Act, the Transport Act and the Canadian National Railways Act, and 
to repeal the Canadian National-Canadian Pacific Act be referred to the 
_ Standing Committee on Railways, Canals and Telegraph Lines. 


WEDNESDAY, February 24, 1965. 


! Ordered.—That the names of Messrs. Prittie and Stewart be substituted 
_ for those of Messrs. Barnett and McNulty on the Standing Committee on Rail- 
ways, Canals and Telegraph Lines. 
Attest. 
Leon-J. Raymond, 
The Clerk of the House. 
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MINUTES OF PROCEEDINGS 


THURSDAY, February 25, 1965. 
(26) 


Hs The Standing Committee on Railways, Canals and Telegraph lines met this 
_ day at 10:00 o’clock a.m. The Chairman, Mr. Jean T. Richard, presided. 


i Members present: Mrs. Rideout and Messrs. Addison, Armstrong, Berger, 
| Cantelon, Cantin, Cowan, Crossman, Fay, Godin, Granger, Gundlock, Hahn, 
Kindt, Lachance, Laniel, Leblanc, Lloyd, Macaluso, Macdonald, MacEwan, 
_Marcoux, Matte, Millar, Pascoe, Prittie, Rapp, Regan, Richard, Rock, Stenson, 
| Stewart, Tucker and Winch (34). 


i Witnesses: The Honourable J. W. Pickersgill, Minister of Transport, Mr. 
_J. R. Baldwin, Deputy Minister of Transport, Messrs. H. J. Darling, Director 
_of Economic Studies, R. R. Cope, Director of Railways and Highways Branch, 
+H. B. Neilly, Chief Economist, Railways and Highways Branch, Department 
of Transport. 


i In attendance: Mr. Alastair MacDonald, Q.C., Ottawa; Mr. R. H. Weir, 
| Northwest Line Elevators Association, Winnipeg, Manitoba: Mr. K. D. M. 
Spence, Commission Counsel, Canadian Pacific Railway, Ottawa; Mr. R. A. 
_ Bandeen, Canadian National Railways, Ottawa; Mr. J. J. Frawley, Province 
_of Alberta; Mr. D. J. Blair and Mr. J. I. Guest, Province of Saskatchewan. 


4 The Chairman read the Order of Reference regarding the Subject Matter 
of Bill C-120, An Act to amend the Railway Act, the Transport Act and the 
_ Canadian National Railway Act, and to repeal the Canadian National—Canadian 
| Pacific Act. 


4 The Chairman also read a list of those who have made representations, and 
“who were notified of the date that the Committee will begin its hearing. 


if The Honourable J. W. Pickersgill, Minister of Transport, made a statement 
_ clarifying the procedures. 


; Messrs. Darling and Cope were called upon and explained various sections 
_ of the Bill. 


a Mr. J. R. Baldwin, Deputy Minister of Transport, gave the names of those 
_ who made representations to the Department in regard to Bill C-120. 


: Mr. Cantelon suggested that arrangements should be made for top-priority 
' in the printing of the Committee’s evidence. The Clerk of the Committee was 
_ asked to attend to this matter. 


-—s At 11:20 a.m. the Committee adjourned to 3:30 p.m. this day. 


D. E. Levesque, 
Clerk of the Committee. 


_ Note: The Committee did not meet in the afternoon due to business of the House. 
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EVIDENCE 


THuRSDAY, February 25, 1965. 


| The CHAIRMAN: Mrs. Rideout, gentlemen and Mr. Pickersgill, we now are 
' on Bill No. C-120. The house ordered that the subject matter of Bill No. C-120, 
to amend the Railway Act, the Transport Act and the Canadian National Rail- 
ways Act, and to repeal the Canadian National-Canadian Pacific Act’ be 
referred to the standing committee on railways, canals and telegraph lines. You 
will note the most important part of this is that it is the subject matter of this 
bill that is being referred to this committee this morning. 

It was agreed that at this particular session we would hear officials of the 
Department of Transport give us a presentation on the subject matter of the 
bill. We have with us Mr. Baldwin, the deputy minister, Mr. Darling and Mr. 
| Cope. I understand that Mr. Darling will make the presentation on behalf of 
| the Department of Transport. } 
Now, gentlemen, I hope we will be able to follow some order. I would 
suggest that we hear the presentation of Mr. Darling, ask questions after the 
presentation has been made, and do it by clauses as will be explained by Mr. 
Darling. 

I think the minister would like to say a few words. 


Mr. J. W. PickcERSGILL (Minister of Transport): First of all I would like 
to say how very much I appreciated the non-partisan way in which the house 
has approached this bill. Last summer it became apparent that we were not 
going to be able to make much progress during the summer and the autumn. 
However, an informal arrangement was implemented by which members of the 
committee were invited to meetings of a private character at which there was 
a great deal of exposition of the bill. I believe this was very helpful. Then we 
resumed the session last week and I was asked a question about the bill. I 
had privately canvassed the members of the other parties and I then, after 
further canvassing, made the suggestion that we might dispense with the debate 
on second reading and have the bill technically killed by an amendment by one 
of my colleagues and the subject-matter sent to this committee. As I explained 
in the house, the purpose would be to hear representations from members of 
the public about the bill; but, because of the fact that there was no debate on 
second reading, and therefore no general explanation of the bill, I think it would 
be almost meaningless to have the committee start hearing representations 
before they have an explanation in layman’s language of what the government 
was proposing in this bill. It seems to me that this would be a tremendous help, 
not merely to the members of the committee and other members of parliament, 
but also to the public who are greatly interested in this bill, if we could have 
an exposition of the whole bill before there are any questions. 

If there are no interruptions, I believe this morning we might be able to 
have a full exposition of the bill so that it will be available to anyone who 
wishes to have it. If this can be completed this morning, I would hope that 
the committee might be willing to have a meeting this afternoon over in the 
main building in the railway committee room—where we would be able to 
adjourn from time to time to vote on motions in committee of the whole house— 
at which members could ask questions of the officials for the purpose of elucidat- 
ing any parts of the bill that were not understood fully. 
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that we should endeavour to understand eat the bill is before we nor on 
hear the views of other persons about it. Against that background we will ha 
a better appreciation of what other witnesses may wish to say. 
Since you do not have a bill before you, it does seem to me that the pro- 1 
cedure which would be followed if we did have a bill would not make much > 
sense in the deliberations of this committee; that is, attempt to modify the | 
language in this ex-bill because this bill is not going back to the house in any | 
way. What is going to happen, God willing, is that when the new session starts — 
a new bill will be introduced. It would be a rather frustrating exercise, there- 
fore, if we attempted to make amendments to the language of this bill. What ~ 
we would like to have are ideas in respect of how it profitably might be changed. ~ 
I believe it would be far better to leave the drafting problems to the experts r, 
because the government again will have to take the responsibility of bringmely 
a bill before parliament at the next session. 

I can assure members that in preparing the bill at that time we will take 

the fullest possible account of everything said by the members of the committee. 
These are just suggestions. yi 
Mr. Wincu: Did the minister state that today we are not in any way on ‘. . 
the principles as set forth in Bill No. C-120? q 


Mr. PICKERSGILL: No. The bill has been killed. 
Mr. WINcH: I know that, but I am speaking of the principles. 


Mr. PIcKERSGILL: I imagine some of the witnesses may attack some of the'# 
principles in this bill. In fact, I would be very surprised if they did not. We — 
want.to hear that and we want to hear their arguments. In other words, as I ; 
said in the one speech I made in the House of Commons at the resolution stage ; 
before we had a bill, the government took the MacPherson report and had al F 
look at it just as our predecessors had intended to do—and our predecessors — 
had done a lot of work on it before we came into office. We took the Mac- 
Pherson report and its recommendations in a certain area, and in the main w 
accepted them as a basis for a bill. However, as I mentioned we found, as a | 
result of the expressions of public opinion, criticisms offered, and so on, that a 
there were certain modifications which we would feel it desirable to make — 
before we even introduced a bill at all. Now we have the opportunity of obtain-— - 
ing the advice of such witnesses as are ready to appear. Bh 

If we make the most of the questioning by the members of the waco 
who will appear and of the witnesses from the department who will be avail- — 
able today, I am very hopeful that we will see how this bill may be improved © 
before it is introduced the next time. 4 

I would like to say again that the attitude of the government is that 
although broadly we accept the principles laid down by the MacPherson Com- 4 
mission, we do not think that all wisdom resides in the Department of Tense | 
or in the government in this matter, and we are anxious to have enacted by 
parliament the best possible legislation in the public interest. We are only 
too glad to have any suggestions in respect of improvements. a 


Mr. WincH: Mr. Chairman, before the minister sits down may I ask, in| 
view of his statement that we are not definitely considering the bill but only — 
the principles of the bill, whether or not it is his hope as minister and the hope 
of the government that, as a result of discussions while this present session lasts, © 
the result will be a recommendation which will lead to a national transportation — 
policy? Am I correct in this or have I misunderstood the minister? et a 


Mr. PIcKERSGILL: Considering the length of time the present session likely 
is to last, I would think that would be rather difficult to say. 


Mr. Wincu: Is that your motivating idea? 
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‘Mr. PicKERSGILL: I do not think that is a correct statement of what I 
had hoped to get from this. I had hoped that primarily we would not be 
- concerned with the principles of the bill at all, but rather with the content of 
i. the subject matter and that we would try to obtain suggestions for improve- 
| ments or modifications of what is in the present bill so that we could introduce 
_ a better bill at the next session. The intention was that at this session we at 
| any rate would have heard some of the members of the public who wish to be 
| heard concerning this bill, and it would not take quite so long, therefore, to deal 
| with it at the next session. , 

it Mr. PascorE: The minister mentioned hearing some witnesses. Are all 
- witnesses being advised or are certain ones being advised? 


Mr. PICKERSGILL: That really is a question for the Chairman to answer, 

| but so far as the department is concerned, I asked the department to advise 
| anyone, who had expressed an interest about the bill, that the subject matter 
' is being referred to the committee, and that so far as the department is 
| concerned we were not going to urge the committee to compel any witness to 
appear. Further, we felt there were enough who were ready now, so that 
we could hear those who were ready and not attempt to push certain other 
witnesses who we know wish to be heard but who are not ready to be 
heard yet. 
I Mr. Rapp: There is one matter which is of concern to the grain growers 
- out in the western provinces; that is, if a railway is to be abandoned, the 
grain elevators which are situated on the abandoned lines will not be able 
- to accept grain, because under the Canada Grain Act any elevator that is not 
on the railway is not in a position to accept that grain. 


The CHAIRMAN: Mr. Rapp, I would suggest that is exactly the type of 
question which might be raised after the presentation has been made of the 
subject matter of this bill. Therefore, at this time I would prefer that we go 
- ahead with the presentation to be made by the officials of the Department of 
- Transport. Then you might ask your questions. 

As the minister stated, I would like to make it clear that although any 
| interested witness will be welcome, we should not be expected to look around 
ak for witnesses. Those who have indicated their interest to the department have 
~ been communicated with and have been advised that these committee sittings 
start today, and will continue on Tuesday. Surely you do not expect the 
committee to look around for witnesses. 


Mr. CANTELON: May we have a list of those with whom you have com- 
municated so that if there are others whom we know are interested we might 
get in touch with them? 

The CHAIRMAN: The committee itself has communicated with very few. I 
_ will give you the list. 

A letter was sent to the Clerk of towns such as Calgary; Fort William; 
Morse, Saskatchewan; White River, Ontario; Brooks, Alberta; Chalk River, 
Ontario; Schreiber, Ontario; Moose Jaw, Saskatchewan; Dryden, Ontario; 
Brandon; the Communist party; H. S. Sales; and S. Jones, Secretary, London 
Railroad Workers Council, London, Ontario. Those are the only ones 
communicated with directly by the committee. However, the Department of 
Transport has been in communication with a great many others. I imagine 
these would include such as the Canadian Trucking Association, the C.N.R., 
the C.P.R., the grain elevator people, and so on. 


Mr. PICKERSGILL: And the provincial governments. 


{ Mr. CANTELON: May I direct your attention to the fact that I believe the 
- government of Saskatchewan is very interested in this matter, and that the 
Freedman Commission has been studying this matter. 
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The CHAIRMAN: Their counsel, Mr. Blair, is sitting in the room now. 


Mr. WiNncH: I believe the minister made statements which are contradictory; _ 
that is, that Bill No. C-120 is not before us, and there will be a new bill at the — 
next session. At the same time the minister stated that the evidence the com- ~ 
mittee now is to hear, under a certain understanding, has reference to the ‘- 
principles of the bill. 


Mr. PICKERSGILL: To the subject matter of the bill. 
Mr. WincH: But we still refer to the bill. 


Mr. PICKERSGILL: Oh, yes. I think the bill is the basic document. ) 

Perhaps I should say this; I am not trying to escape my responsibility to 
parliament. This bill, before the amendment was made, was a government 
measure. The bill which will be introduced next session of parliament also 
will be a government measure. The government will have to take the full 
responsibility for that bill. In other words, I am not attempting to escape my 
responsibility as Minister of Transport and my colleagues are not trying to 
escape their responsibilities to parliament as a government. We know it is our 
duty to present the measure before parliament. 

All I am saying is that we would welcome and consider—and this does not 
mean necessarily that we would act—all suggestions which might improve the 
bill which we would bring forward at the next session. 


Mr. LLoyp: I think that in essence the minister has explained the machinery 
before us. We have a working paper reflected in this Bill No. C-120 and we 
are now asking the staff to identify the areas in which government action 
should be taken. Then, ultimately, this committee will have an opportunity to 
express itself in the future, I presume, in the form of a report. 


Mr. PICKERSGILL: Mr. Chairman, before we call on Mr. Darling, may I 
just express again my apologies to the committee. I wished to be here for the 
opening and explain that it was my initiative that resulted in this being done 
in this manner. However, a meeting of cabinet is being held concurrently at 
which I ought to be present. I have heard Mr. Darling before. I hope you will 
not think I am disrespectful to the committee if I leave at this point. 


Mr. WincH: In view of the suggestion, which I think we all welcome, do ~ 
you recommend that there be a report from this committee after hearing the ~ 
witnesses and before this session ends? 


Mr. PICKERSGILL: I think that will depend on how many witnesses we hear 
and how much progress we make. 


Mr. WincH: Do you anticipate a report from this committee before this 
session ends? 


Mr. PIcKERSGILL: I really think that would be speculation at the moment. q 
Toward the end of next week I might be able to give an opinion on that. 


The CHAIRMAN: We will now hear from Mr. Darling. Mr. Darling is the 4 
director of economic studies, Department of Transport. Y 


Mr. H. J. Daruine (Director of Economic Studies, Department of Trans- a 
port): Thank you, Mr. Chairman and members of the committee. In attempting ’ 
to give you a brief outline of the contents of a bill of this size, necessarily we a 
are going to deal more or less with the bill in general, and possibly more infor- “a 
mation may be elicited as a result of questions asked afterwards. ig 

I would like to take this bill section by section and very briefly give you © 
the rationale of the bill as we see it. We do not proposed to give any of the © 
detailed background or historical events leading up to the royal commission, and 
so on, more than is necessary to understand what is in the bill. We propose to 
deal with four principal clauses of the bill. After a brief background statement 
then we will proceed to discuss the rate regulation sections. These are contained 
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in clause 19 which is found on pages 22 to 26 of the bill. Following that we will 
discuss the clauses dealing with the Crowsnest Pass grain rate and related 
subjects which are contained in clause 16 of the bill at pages 17 to 21. 

It is our intention to divide up this presentation which I hope will not be 
too lengthy. Mr. Cope will deal with the subject of the passenger deficit subsidy 
and the principle of line rationalization. 


Mr. Wi1ncH: What page is that on? 


Mr. DaruInc: Clause 7 is in respect of passenger services and the branch 
line abandonment as well. Pages 5 to 14 refer to these two subjects. The passen- 
ger train subject begins on page 12 and extends to page 14. 

There are a number of smaller items in the bill, but we will not cover those 
at this point since we are dealing with the general principles involved. I think 
we can sketch the immediate context in which this bill appeared, starting with 
the situation in 1959 at the end of succession of general rate increases. 

These increases, with increasingly great severity, had been bearing on the 
various parts of the country. Large elements of competitive rates were not 
sustaining the same increase and were thrusting the burden on non-competitive 
areas. The situation created in 1959, when an increase of 17 per cent was author- 
ized by the Board, lead to the enactment of the so-called load roll-back legisla- 
tion in which the general increase was reduced to 10 per cent and the difference 
paid back to the railways under the Freight Rates Reduction Act. 

At the same time the royal commission on transportation was set up under 
the subsequent chairmanship of Mr. Murdo MacPherson. In essence, the problem 
of that royal commission was to find some answer or solution to the periodic 
and successive horizontal increases in freight rates. In so doing, the commission 
was to consider the setting up of a system that would make for a healthy rail- 
road system in Canada. 


In its report the commission laid particular emphasis on the point that the 
railways had difficulty in adjusting to recent developments in competition— 
such as highways, canals, airlines, and pipe lines, all of which were newer 
forms of transportation—and as a result of this the railways were being put 
in a difficult position. 

The royal commission considered the problem of how to allow the railways 
to meet these new conditions. It found that they were burdened by a legacy of 
the past in the form of uneconomic rates and uneconomic services which had 
been imposed in part by statute, in part by regulation of the board, and in part 
voluntarily—it must be admitted—by the railways during an earlier period 
when these constituted no difficulty to their position but which had become 
increasingly burdensome with the increased severity of the competition. 

Therefore, the royal commission also considered it to be its duty to find some 
means of placing the railroad industry back, as it were, on its own feet by a 
gradual phasing out of the subsidy program that had been adopted as an interim 
measure pending the review of the position of the railways in the modern 
economy. 

The solution of the royal commission was twofold. First, they placed full 
reliance on the freedom of the market. They were impressed by the pervasive- 
ness of competition. They felt this is extending and that even areas that 
recently were monopoly areas were feeling the force of competition. It was 
their view that competitive forces in the future would, in large part, con- 
stitute a system of control in the interest of the public. 

They did admit, however, there might be occasions of what they chose 
to call an area of significant monopoly—this is the term used by the com- 
mission—which could require some measure of control for the future. They 
did feel that these areas were diminishing as the other forms of transporta- 
tion extended their area of operation. 
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Therefore the commission looked upon the railway rate structure as sort 
of an autonomous unit and made a distinction between what they called -. 
the national transportation policy, which the policy in respect of rates and : 
regulations, and what they called a national policy. The national policy might — ad 
involve assistance to the movement of traffic. However, it was the view of the — 4 
commission that where this is found to be good it should not distort the q 
national transportation policy, and that it should be achieved without cost om 
or burden to the carriers. | 7) 

The general principles of the royal commission then are considerably a 
different to what previously has been the case in respect of railway legislation. a 
These principles were thought to be important enough that they should be | 
included in clause 1 of the bill, which is the preamble. The general principles ~ 
which motivated the royal commission in its recommendations are condensed. — 
They include first, freedom to compete with other modes of transport; second, ~ 
transportation companies should pay for any improvement made in their — 
favour—this does not affect railways to the same degree as it does some other _ 
modes of transportation, but it is necessary for a rounded statement of the ~ 
policy. Finally, transportation companies should receive compensation for any — 
service they render by reason of the national policy. It is not up to the rail- y 
ways, in other words, to sustain the burden of assisted freight rates which may 
be made for purely valid reason, but which nevertheless should not be allowed 
to distort the picture as between the competing transportation agencies. This 
is by way of introduction. ; 

Then we in turn to the general discussion of the rate regulations sections, 
which are contained in clause 19. As I have said, the royal commission found ~ 
the railways hampered by a combination of uneconomical low rates and ~ 
services that had been forced upon them by statute and regulation, and merely ~ 
by the force of long continued practice which they themselves originally had — 
initiated. Two solutions for relieving the railways from the burden of un- 7 
economic operations are dealt with in those sections which have to do with ~ 
grain rates, pasenger deficits and branch line abandonments. a 

The second solution it offered was a greater freedom in rate making for a 
the railways. It did not deny the railways now, in many ways, possess con-_ 4 
siderable freedom, but it pointed out competitive conditions were changing 4 
very rapidly and, in fact, the railways were suffering from the holdover of i 
regulation principles that had been adopted under an era of monopoly. 

To quote the principal statement in this regard, volume II at page 63 
of the report: 


Under competitive conditions a wholesale re-evaluation of policy | 

becomes necessary. Traditional measures to protect against “discrimina- q 
tion” in freight rates aer in effect being set aside by competition. Pre- — 4 
serving such measures on the statute Hoos limits the power of railways | 
properly to compete. 


And, it continues. . ie 


Consistent with that statement the royal commission recommended a 7 ’ 
drastic simplification in the rate regulations of the railways. In essence, the 
commission’s plan is in two parts. Bearing in mind it now regarded competition — 
as an effective force of control, and to avoid the railways being subjected to ‘a 
control that was not imposed on other forms of transport, the commission q 
simply recommended that there be two elements in the future regulations of | 
railways, (1) a minimum rate, and (2) a maximum rate. 

The minimum rate is necessary to prevent unfair competition with other _ 
modes of transport. In the course of the competitive struggle and the eazernesai ig 
to obtain traffic it is possible rates might become reduced to an uneconomical — 
level and, of course, this would be a real detriment to all forms of transpo. | 
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It seems to the commission this was a minimum prerequisite of future regula- 
tions. The minimum rate is to be based on the variable costs of any movement, 
the variable costs consisting of the costs which vary with the traffic, excluding 
the fixed costs which, by definition, would not vary with that traffic. This 
definition of variable costs, in itself, is subject to some variation because, as the 


commission pointed out, it depends on the length of time you are considering > 


the rate to apply. If it is a single rate, to apply for a particular movement which 


is not going to be repeated, it will simply entail the extra costs of perhaps 


adding a car to a train already moving; on the other hand, if it is a rate which 
is intended to remain in effect and be more or less the effective rate for some 


time a lot of costs which otherwise would have been unchanged will now be 


varying since there will be a certain amount of equipment and so forth to be 
provided. So, in fact, depending on the length of time that is considered the 
minimum rate will change. In large part it will be the long term variable 
costs that might be anticipated to be in effect under this condition since most 
rates, in effect, are made to stick; they are not merely rates for the day only. 


The commission then turned to the question of control in these areas where 


it still regarded the railways possessed significant monopoly, and it provided 
here a formula for a maximum rate that could be used by a shipper to ensure 
that he was being taken care of and not subject to detriment because of his 
position in a non-competitive area. The maximum rate is derived from the long 
term minimum rate; it consists of the minimum rate, the variable costs, in 
other words, plus 150 per cent of the variable costs. That is, if the variable 
costs were $1 on a specific route the maximum that would be derived in this 


formula would be $2.50; this is based on the costs of a carload of 30,000 pounds. 


The commission shows the weight of 30,000 pounds on the basis that if an 
area of monopoly is to be broken down eventually it would be by the penetra- 
tion of truck transportation. It regarded commodities loading around 30,000 
pounds within the area being handled by tractors and tractor-trailer combina- 
tions, and their intention of establishing this formula was to give such shippers 
the advantage of hypothetical truck competition in their area. Of course, the 
bill differs from those recommendations of the commission. It was the com- 
mission’s view that any shipper could declare himself captive; in the commis- 
sion’s recommendation, this meant he would bind himself to ship his goods by 
rail for a period of one year at the maximum rate that might be established. 
So far as the commission’s recommendation was concerned, this could apply to 
any shipper even if he were in the most competitive area of the country. It 
seemed to the commission that such an extension of the maximum rate, in fact, 
was justified by the fact the shipper must bind himself to ship at that rate 
for one year. As I have said, the bill departs from the recommendation of the 
commission at this point; it sets up what, in effect, is a means test for a 
captive shipper. A captive shipper, in the language of the bill, section 335, 

subsection (1), at page 22, must now, in effect, be: 
A shipper of goods for which in respect of those goods there is no 
alternative practicable route and service by a common earrier other than 

a rail carrier... 


Of course, the reason for this departure is that railway rates, even today, 
despite these competitive conditions are not based exclusively on costs. The 
commission was very much impressed by the trend toward costs as the main 
element in rate making. It pointed out that under severe competitive conditions 
each agency of transportation naturally concentrates its attention on the mini- 
mum cost—that is, how low it can go—in meeting competition, and this is the 


prime element. However, there are other factors involved in that many com- 


modities have different characteristics and move in different fashions; even today, 
under today’s competitive conditions there are very wide variations in the 
level of rates between different commodities, even though they may be carried 
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under practically identical costs. It was the commission’s view, reasonably a 


supported by experience, that the increasing force of competition over a period of qi 


time will depress the rates more or less to a common level. But, this is not the — 
case to date. There are still cases where there are rates in very competitive — 
section’s of the country where, in fact, the shipper might apply for the maximum ~ 
rate and obtain a reduction. It is not known to what extent this exists. But, it 4a 
is an unnecessary loss of railway revenues if a shipper, say between Montreal — 
and Toronto, or on some other very competitive route, should be able to take 
advantage of what is, in fact, a provision that is provided for a shipper in a 
genuine monopoly situation. However, the bill does not exclude the possibility — 
of any shipper in any position being captive, because that depends on the nature ~ 


of his traffic and the type of transportation he needs. Even between the large q 


cities in the east there may be types of traffic for which no alternative practical 
means of transportation exist, and they would then be eligible for the maxi- 
mum rate. . 

As I have said, the basic reason for the departure was simply that it seemed 
unnecessary to permit any drain on railway revenues, no matter how small, 
by legislating a right to shippers to claim the maximum rate when, in fact, they 
did possess competitive means of transport. This is the system as it would work. 

However, there is a further reference that should be made, namely to 
clause 9 on page 15. The commission was of the view that this maximum and 
minimum rate legislation by itself, would provide fully adequate safeguards 
for all cases that might come up and no recommendation was made with regard 
to any other recourse. However, consideration has been given to the fact that this 
is a new system and, as the minister himself pointed out, we in the transport 
department possess somewhat less than full wisdom on these points; no one can 
predict the variety of circumstances or the conditions that might arise, which 
would require some adjustment or consideration. Therefore, the intent of 
clause 9 in the bill is to provide just that recourse. The system is expected to 
operate more or less freely on its own, but, even if this is admitted, it is desirable 
to provide some means of recourse; and this constitutes that safeguard. 

The only thing that could be added to the general rationale for this particu- 
lar system is it does restore to the railways a considerable degree of freedom 
in rate making. But, is this desirable? What are the consequences likely to be? 
This will depend on the viewpoint. Of course, any real extension of freedom 
naturally involves an element of risk. There always is the possibility, however, 
of undesirable results; but, on the other hand, if complete weight is to be taken 
of possible bad consequences the only alternative, would be to go back to a 
rigid and very strict form of control to guard against such hypothetical dangers. 
This does not exist in other forms of transport and does not exist in industry 
generally, the assumption of the commission, which is embodied in the principles 
of the bill, is that it is not in itself potentially a source of any harm to the 
transportation industry. | 

Turn next to the section on grain rates, clause 16, pages 17 to 21; perhaps 
the rather complex wording of these sections requires a short explanation. We 
are dealing here with the question of grain rates in western Canada, popularly 
known as the Crowsnest pass grain rates. The original statutory provisions on 
these rates apply only to grain and certain types of grain products moving to 
Fort William. This level of rates was extended by action of the board in the case 


of Vancouver and, voluntarily, by the railways, in respect of Churchill, and by — 4 
a number of subsequent amendments to the act, the latest of which is the amend- 


ment involving rapeseed in the list of grain products which would take this 
level of rates. 


Mr. Kinpt: To which clause are you referring? 
Mr. DARLING: I am referring to clause 16, and it starts at the bottom of page 


13 and proceeds to page 18. When the royal commission examined the question : 


ee 
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of the compensatory nature of these rates which have not taken any of the in- 
creases that have occurred in the past post-war period and, in fact, have been 
in the statutes since 1925, it calculated what it considered the deficiency in 
variable costs to the railways for the carriage of grain traffic at those rates. 
It also considered that it was not sufficient for the railways to recover merely 
their variable costs in view of the fact that grain is an important element in 
the total traffic of the railways. Therefore, the commission also recommended that 
‘in the form of a subsidy there be a contribution to the respective constant costs 
of the Canadian National Railways and the Canadian Pacific Railway. 


- Mr. Kinpt: I am sorry, Mr. Chairman, but I did not hear that because some 
of the members were talking. Would you mind repeating what you said, Mr. 
Darling. ; 

The CHAIRMAN: Order, please. 

Mr. DaRLInG: Mr. Chairman, as a result of the royal commission’s investiga- 
tion into the Crowsnest pass grain rates it found on the basis of its study of the 
‘costs and after much consideration and hearing of evidence from various sources 
there was a deficiency in the variable costs of hauling this grain in the year 
1958, of $2 million in the case of the C.P.R. and $4 million in the case of the 
C.N.R. Of course, this would change from year to year depending on the size of 
the movement. As I have said, it also found that it would not be sufficient for the 
railways merely to recoup their variable costs on a movement as large as grain 
and that they should, in effect, receive some contribtuion toward the constant 
costs which they could not get now because of the fact that rates were fixedo. i 
estimated the contribution of $9 million for the CPR and $7.3 million in the case 
of the C.N.R., and they felt this would represent a reasonable contribution to 
constant costs. 

Then, returning to the wording of the bill, in order to collect and bring 
together all the rates that are now based at this level it was necessary to extend 
the net rather wide and to word it in a rather complicated fashion to make sure 
no small parts were left out. Different definitions have applied to the various 
ports of Vancouver, Fort William and Churchill, so you will see in clause 329, 
particularly clause (2), as it extends over on to page 19, the detail that is 
necessary to make sure that nothing escapes this net. In fact, we have here the 
whole parcel of rates equivalent to the statutory level in western Canada. 

At the time of the royal commission the railways put in an application for an 
increase in the rates to the Atlantic ports, and these rates were known under the 
rather bizarre term of At-and-east rates, which concerned rates from the Bay 
Ports, Georgian bay, lake Huron, lake Ontario to Montreal and the lower St. 
Lawrence ports, and to the most important ports of Halifax and Saint John, and 
they had been used actually to move grain during the wintertime to the ports 
of Halifax and Saint John. These rates had been fixed many years ago. It was 
believed the rate from Port McNicoll and ports on Georgian bay was made 
competitive with the rate from Buffalo to New York, and this rate was extended 
to the Atlantic ports at a slight increase over the Montreal rate. So, the railways 
got a very small increment for hauling the traffic beyond Montreal to the 
Atlantic ports. When the railways asked for an increase in these rates the board, 
in a judgment, awarded them approximately one half of the increase for which 
they had applied. This increase has remained inoperative and the rates have 
been held under suspension successively for six months periods pending the 
implementation of this bill. 

Under section 329 (a) of this bill at page 20 there is a provision that the 
rates in question shall remain fixed, so far as the shipper is concerned, at their 
present level, but a normal rate is to be paid to the railways. The reason for 
the extension of the subsidy to these rates is tied in with the fact that in the 
wintertime Halifax and Saint John are necessarily competitive with Vancouver, 
which already has a fixed rate, namely the Crowsnest pass rate today. So, an 
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increase in the rates to Halifax and Sain John in 1 the winter could only have the 
effect of diverting traffic by other routes during that time. However, this is 
consistent application of the principle stated by the commission, namely thata 
if the railways are to assist in any national policy objective they should be 
compensated for it. Now the rates are the same but provision is made for the a 
railways to receive normal return on these rates. This is found in subsection (3) 
of section 329 (a), line 34, at page 20, which provides that the railways may 
obtain a normal return on these rates regardless of the fact the shipper him- | 
self will be paying only the rate that heretofore always has been in effect. } 
This rate will be one that will be negotiated between the Minister of Transport | 
and the railway company; in other words, it will be the subject of deterninat ) 
and not simply a rate that is set by the railways. r. 
I might say that this procedure has similar applications farther over in ; 
the bill, with reference to the setting of rates for postal traffic and national - : 
defence traffic. These have been subject to modification in this bill in line with | 
the principles set by the commission, that the railways should operate as 
autonomous entities; they should not be imposed upon by departments of " 
government or for reason of national policy and that the government, in fact, 
- should deal with the railways very much as any other shipper does, and pay the P 
railways a reasonable rate. This then is the principle that is applied in this 
section to the at-and-east grain rates. Therefore, the situation left by this 
clause on grain rates will be that the existing rates in western Canada to. q 
Fort Wililam and Churchill and the rates for export to Vancouver will remain " 
the same as they have been, and the railways will be compensated for any | 
difference in the variable costs. Naturally, in years when they have heavy — 3 
movements and the variable costs may be less than the railways derived from — 
it this will be deducted from the contribution to capital costs. Then, in a 7 
straight implementation of the commission’s recommendation, at the end of five | 4 
years the board of transport commissioners is authorized to re-examine the size © 
of the capital contribution in the light of whatever conditions might obtain aty % 
that time. ¢ 
Mr. Chairman, at this point I might ask Mr. Cope to carry on with the E 
remaining two sections of the bill, passenger deficits and branch lines. : 


Mr. R. R. Cope (Director of Railways and Highways Branch, Department 

of Transport): Mr. Chairman, as Mr. Darling has stated, I will deal with two © 
other burdens on the railways, burdens which in the past have been trans- 
ferred by the railways to the users of freight services. These are the passenger : 
services burden and the burden from operating uneconomic thin density branch 
lines. I will deal with the passenger services burden first because the financial 
burden is far the larger of the two. Ae 
The passenger services provisions of the bill are to be found in clause i P 
pages 12 to 14. ‘a 
Mr. Luoyp: Mr. Chairman, would the witness mind proceeding at the 
same pace as the earlier witness did so that we will be better able to take in 
what he is saying. Dh 
Mr. CANTELON: Mr. Cope, would you mind repeating the pages? A 

Mr. Cope: I am referring to pages 12 to 14. The royal commission found 
that passenger services were clearly one aspect of rail operations which, when > 
taken as a whole, were uneconomic. In their analysis of railway operations for 
the year 1958 they found that the C.N.R. and C.P.R. , together, were shouldering 
a deficit of some $78 million. This led the CoM asion to pronounce that the 
burden of passenger traffic deficits is the most onerous of all those on the 
railways because of the legacy of tradition, social and national obligations. In 
this record they pointed to the development of the private automobile, the ) 
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lines, and the building throughout Canada of a network of paved highways, 
-as having contributed towards the trend away from rail passenger operations 
to the other carriers. They stated that as a result there is little social justifica- 
tion and less economic justification for the permanent provision of rail pas- 


senger services as we know them today. In addition, they said that unless 
remedial action, attended by a change in public attitude, is introduced, a 
significant and uneconomic burden will continue to rest upon the users of 
railway freight services. 

Well, based on this kind of analysis and this kind of finding, the royal 
commission suggested that the railways in general should be freed to remove 


uneconomical passenger services. They recognized there would be difficulty 


in removing passenger services from all areas of the country. Therefore, they 
suggested that the railways be freed to remove only those where there is a 
reasonable alternative highway network adjacent. 

They recognized also that this could cause a disruption in transportation 
services in different sections of the country and that it could not be done too 
quickly. They suggested, therefore, that there be a program of adjustment 
established to extend over a five year period. During this period while the 
railways were operating uneconomic services prior to their eventual abandon- 
ment, it was recommended that the government provide an adjustment grant 
to meet the losses incurred by the railways during the period. Specifically, 
they suggested that an adjustment grant amounting for the two major railways 
to $186 million, be provided, payable in the amount of $62 million in the first 


year, reduced by 20 per cent in each subsequent year for the five year period. 


In addition, it was suggested, that after the five year period had expired, and 


where services were requested to be continued but which would be continued 
_at a loss, that the government should bear the burden of such losses. 


The bill provides that a majority of these recommendations be imple- 
mented. In addition, it provides for adjustment grants to railways other than 
the two major railways. There are some smaller railways in this country which 


might qualify for adjustment grants. The bill goes beyond the recommendations 
‘of the royal commission in this regard. The bill provides that it will be the 
responsibility of the Board of Transport Commissioners for Canada to deter- 


mine the losses and also to determine whether or not the principal points 


along the railway route are served by an adequate highway system. 


There is another point which should be made here; that is, that the sub- 
sidies provided by the bill are maximum amounts. It does not necessarily 


mean that the railways automatically will be given the full subsidy; indeed, 
the railways, by their own actions, may be able to eliminate much of their 
deficit. Some representation has been made to the effect that it would be an 


inconsistency to pay railways large subsidies when in the meantime by their 
own aggressive action they are able to eliminate much of the problem them- 
selves. As I say, these are maximum amounts, and, only to the extent that 
there are losses, will the railways be paid. This is the larger of the two problems 


from a financial burden point of view. 


The branch line problem has many far reaching aspects. In its analysis of 
rail operations the royal commission found there are many miles of branch 
lines in the country which appear to be uneconomic. It was estimated that 
there might be as many as 8,600 miles of uneconomic branch lines and that 
these probably would be in the order of 4,300 miles for each of the two railways. 


The reason these lines are uneconomic could be traced to either the fact that 
the traffic on the lines might have been lost to competing carriers, or that the 


traffic had never fully materialized following construction of the line. 
The commission recommended that the railways be given the opportunity 


to rationalize their system by cutting out the uneconomic lines. They fully 


“ 


_ recognized that a period of adjustment would be needed, however, and suggested 
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a 15-year rationalization period. Here again they suggested that the financially 
burdens which accrue from operating these uneconomic lines, until such a_ 
time as they either become economic or abandoned, should not fall on the ll 
railways and, subsequently, on the users of the freight services. They suggested — 
here that the government compensate the railways for losses incurred through ~ a 
maintenance and operation of uneconomic lines. Specifically, they recom- | 
mended that a grant of $13 million annually be made to compensate the rail- © 


ways for these losses. a 
Mr. Wincu: For each or for both? 4 
Mr. Cope: In total. a 


Now the bill accepts the principles of the royal commission, and goes al 
little bit beyond. It recognizes there are a great number of social and economic — 
factors which have to be taken into account. 4 

The bill provides there will be established a branch line rationalization — 
authority which will look at the whole question of branch line applications | 
and adjustments, and that they would look at this on a broader basis than — 
perhaps would the Board of Transport Commissioners for Canada. The branch © 
line rationalization authority would consist of three members appointed by — q 
the governor in council and would be responsible to the Minister of Agriculture. — 
The function of the board of transport commissioners in this branch line 
process would be to verify the losses and advise the authority whether or 
not any particular line is uneconomic. q 

I think that here it might be useful to raise the process of consideration in | 
respect of any branch line application. The process would begin back at the | 
railways where the railways, after making studies and arriving at a determina- — 
tion as to which lines were uneconomic, presumably would choose among — 
those which they would seek to eliminate and file with the authority an @ 
application to abandon the particular lines. The authority would have the i 
board of transport commissioners verify the losses. If a line is found to be 
economic, the authority automatically would refuse the application. If the line © 
is found to be uneconomic, the job of assessing when the line would be ¥ 
abandoned would fall upon the branch line rationalization authorities. Nor-_ i 
mally, they would set an abandonment date that would fall no earlier than 
30 days, nor later than five years, following the date of application. 4 

Now, in affixing the date for abandonment, the authority must take into’ 
account a great many things. I believe these are spelled out on page 7 of the — 
bill in section 314C, subsections (2) (a) to (g), such as the alternative © 
transportation facilities available or likely to be available to the area serviced 
by the line; the period of time required to adjust facilities dependent on the — 
line to be abandoned: the probable effect of the abandonment on other rail 
lines or carriers; the possibility of maintaining the line or part of it by — 
changing the method of operation; the feasibility of the line or part of it 
being operated by another railway; the probable future transportation needs — 4 
of the area; and, in addition, the authority may recommend to the ye 
companies an exchange of branch lines, the giving or exchanging of operating 
or running rights, and the connecting of branch lines to other lines of the 
company or lines of another company. There are thus a great many facets to be | 
examined by the authority in setting an abandonment date. 

It has been suggested that the authority here might look at these prancll 
line applications on a single application basis. It seems that if they are to. 
satisfy the criteria spelled out on page 7, however, the responsibility to 
examine all the applications which have been filed in any particular area 
would be required before they could reach a judgment on any specific line. | 
In addition, they must have regard to all matters which appear relevant. 
This would seem to suggest, if there are any other lines in the area which they 
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are considering, they would have to take these into account, and might have 
to seek opinion from the railways as to the future prospects of such lines. 
They would thus consider these applications on a very comprehensive basis. 

Normally the abandonment date is to be set in this period of 30 days to 
five years. There is provision in the bill however, that a line may be kept 
in operation after the five year period if there is a transportation need; that 
is, if the transportation that is going to be available in the foreseeable future is 
deemed to be inadequate, or there is no practicable alternative, then the 
rationalization authority, with the approval of the Minister of Agriculture, may 
direct a stay of application. This means that any lines which qualify here 
can be kept in operation after the five year period; they can be kept in 
operation for as long as 15 years after the coming into effect of this bill. 

In respect of lines which have been given a stay of application, it is pro- 
vided in the bill that this will be reviewed at intervals of three years or less. 

The governer in council, of course, has wide powers to reject any order of 
the authority. Normally, appeals to the governor in council would be considered 
on three bases. The Governor-in-Council would confirm dates; fix dates where 
a stay of application was in effect; or would provide for continued operation of 
the line. A line could be kept in operation indefinitely in this manner. 

As I said before, the loss incurred by the railways during the period that 
uneconomic lines are kept in operation will be met by advances from the branch 
line rationalization fund up to $13 million annually for the 15 year period. 

It is certainly not intended that every uneconomic line which the railways 
propose to abandon will be kept in operation for a long period by means of 
subsidies. On the other hand it is fully intended that when these uneconomic 
lines are considered they will be considered from a community point of view, 
from a railway point of view, and from a national interest point of view. 

To keep uneconomic lines in operation, where they are not vitally required 
for one of these other reasons, is not only wasteful but is injurious to competing 
forms of transportation. It also gives rise to the burdens, as has been pointed 
out by the royal commission, which are transferred by the railways to the 
users of the freight services. 

If I may sum up here, branch line applications go through quite a long 
screening process. This process begins back at the railways who decide which 
lines are economic and which are uneconomic. They then decide for which 
uneconomic lines they will file for abandonment. When these applications are 
received, they are reviewed by the board of transport commissioners to see 
whether or not the lines are uneconomic on the bases of the formulae of costs 
and so on, that the board of transport commissioners follow. If they are found 
to be uneconomic, the branch line rationalization authority, and in certain cases 
the Minister of Agriculture and the governor in council in succession give 
further consideration. 

There is one final point which I might bring out here. It has been sug- 
gested that the rationalization authority should have power to compel the 
railways to adjust branch lines in respect of which they have not filed for 
abandonment; for example, it is suggested that they must consider all lines in 
the particular area of a branch line which has been filed for study, and should 
be given authority to compel the railways to make adjustments in a fashion 
they feel is required. 

The bill does provide that the rationalization authority can give considera- 
tion to these other questions. The question of whether or not they should have 
the power to compel is a very serious matter indeed. They would seem now to 
be required to consider all of the relevant factors. Where they feel adjustments 
are required, they can bring these forward to the attention of the managers 
of the railways. 

I think that is all I have to say at this point. 
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The CHAIRMAN: Thank you, Mr. Cope. 


Gentlemen, it is only 11.20 am. It had been suggested that we shoulil 
wait until this afternoon for questions, but now since we are here I imagine 
we might as well proceed. Mr. Baldwin, the deputy minister, would like to 
mention the names of parties who have communicated with him and whg 
have made representations. 


Mr. J. R. BALDWIN (Deputy Minister, Department of Transport): I thought 
it might be of interest to the committee to have some idea of the various interested — 
groups or individuals who at one time or another in the past two or three years” 
had made representation, either by letter or by brief, or who had met with us ' 
for discussion in respect of this legislation. n 

As you can imagine, the very important nature of this document and the. 
subject matter is such that there has been a great deal of public interest, and 9 
accordingly a great deal of consultative procedure, both in the period before 4 
this bill came into print, and even subsequently with regard to the contents of | 
THE VOM 8 4 

As I said, it might be helpful to the committee if you had some idea of the! ? 
groups who beeen have intimated they might have some comment. I would © 
not attempt to give you a complete and comprehensive list, but I think I should 
mention the main groups. 4 

Mr. WincH: Wiil they be appearing before the committee? aq 


Mr. BaLpwin: This would be up to the committee. I could not answer 4 
that particular question. Virtually all of the provinces—with possibly one ex- { 
ception—through various channels, both at ministerial and official level, have | | 
made representation to us or have discussed these matters with us. In some cases 4 
the discussions have been largely on matters of clarification intended to inform | 
them of what the legislation intended. In most cases they have been actual — 
discussions involving comments and suggestions back and forth. We have not © 
had any discussion at the municipal level, although I believe some repress am a 
tions were made to this committee at the municipal level. The wheat pools in the | 
west have had direct contact with us on several occasions, and the Northwest 
Line Elevator Company as well. The maritime transportation board, which is | | 
in effect the agency which represents the four Atlantic provinces has been our ~ 
main channel of contact with the Atlantic provinces. Also, there has been 
communication from the Canadian Chamber of Commerce, the Canadian Manu-_ 
facturer’s Association, the Canadian Industrial Traffic League, and groups of 
business persons that are concerned. The Canadian Trucking Association has 
made representation to us, as well as the Railway Brotherhoods, the Dominion 
Marine Association, the Bee) Operators Association, and quite a substantial 
number of individual companies which feel their interests could be affected 
one way or the other. These range from, let us say, the Steel Company of cy 
Canada to other similar large corporate oe In addition, of course, there are 
the railways, not only the C.N.R. and the C.P.R., but also the Algoma Centra 
and the Canadian and Gulf Terminal. All of them have been in at one poi t 
or another. , y 


Mr. WincH: In view of the fact that you have said that every province 
except one has been involved in this either directly or indirectly, and as all nine 
provinces have made representations to you on this most important matter, are 
you contemplating any changes as a result of their representations? a 


Mr. BALDWIN: Mr. Winch, their representations were taken into considera- 
tion both when the first legislation was drafted under the previous administra- My 
tion and they were taken into consideration again by the present atinubiserat aa 
and some changes were made in the legislation which has resulted in the present 
bill. The further representations they have made to us since are on other 
points and this is a matter for the minister to comment on and not myself. a 


a ] 
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Mr. KinpT: May I ask a question on the capital structure of the C.N.R.; 
is that dealt with in any way in this bill? 


Mr. BALDWIN: In no way, sir. 
Mr. WINcH: May I ask a question? 


The CHAIRMAN: I hope we will proceed in order. Mr. Darling was the first 


witness and he dealt with the clauses covered by pages 22 to 26. 
Mr. WINCH: I would just like to point out that I think most of us would 


like some time to consider our questions in view of the most important state- 


ments made. However, there are one or two questions we might ask immedi- 
ately. How do you wish to proceed on that? 


Mr. Luoyp: Mr. Chairman, Mr. Cantelon made some comments to me on 
the question of procedure. 


Mr. CANTELON: I appreciate the minister’s desire to obtain all the informa- 


tion possible, and I am sure we all wish to co-operate with him in seeing that — 


the next bill is as good as possible. 

I am thinking particularly of our experience in the committee on the 
Canada pension plan where we heard so many witnesses. The thoughts were 
very clearly delineated by the witnesses and the suggestions obtained were 
very worth while. These meetings ran over some period of time and every 
witness who wished to be heard had the opportunity to do so. 


I believe my comment is of very great importance to the members of this 
committee. If we are going to give proper consideration to this matter, I feel 
it is very important that we should have the daily Minutes of Proceedings and 
Evidence very promptly. It is very difficult for me—and I am sure for many 
other members—to remember all that the witnesses say during a day. Conse- 
quently, we would like the opportunity of reviewing the Minutes of Proceed- 
ings and Evidence. Therefore, I would hope that we could get these in the 
same manner in which we get the Hansard the next morning. I do not know 
whether or not this is an impossibility, but I certainly hope it is not. I would 
hope that we do not have to wait as we did on the Canada pension plan. We 
still have not received the last minutes and the committee hearings concluded 
12 or 13 days ago. 

This is my suggestion. I would hope that this evidence can be obtained. 

The CHAIRMAN: Mr. Cantelon, all interested parties and others are welcome 
to appear before the committee during the sittings of this committee. Those 
who have indicated their wish to do so have been communicated with. 

In respect of the printing, you know the problem as well as I do. 


Mr. CANTELON: I do. 


Mr. Luoyp: I would like to support what I think Mr. Cantelon is emphasiz- 
ing. We now have a general statement by way of explanation of the broad 


principles involved in the recommendations of the MacPherson Royal Com- 


mission; and also we have heard where the bill stands in relation to them at 
this stage. It seems to me that the sooner we can get that statement of explana- 
tion in our hands the better. If at all possible, I would like the committee to 
decide at this point, even if it is only for this meeting, that we have finished the 
sitting and will rise. Then we should advise the Clerk that we wish to have the 
evidence of this part first and then go on. This would permit immediate 
transcription and preparation of the Minutes of Proceedings and Evidence. 


Mr. WrincH: Did I understand that you wish to adjourn now? 
Mr. Luovp: I suggested that we adjourn for a few minutes and then pro- 


ceed. But, I think they should start printing up to this point. 


The CHAIRMAN: I will ask the clerk if there is any possibility that this can 
be done. 
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Iam advised that the earliest that these notes could be typed, revised and — 
so on would be three or four hours, but that would not have the effect of putting — 
the printed record or copies of the transcript into the hands of the members ~ 
at that time. . 4q 

Mr. Ltoyp: Mr. Chairman, it is my suggestion that we do not hold up the q 
printing bureau in commencing to print these proceedings. In other words, I do — 
not think that we should wait until we complete this part of our proceedings ~ 
before we send it to the printing bureau. I think we should take advantage of the 
adjournment at lunch to ensure that the printing is expedited. | 

The CHAIRMAN: Mr. Lloyd, there are three or four other committees sitting © q 
today. q 

Mr. Rock: Mr. Chairman, it has not been my experience that we receive 
the printed reports from the bureau this quickly. 

Mr. Luoyp: I am referring to the matter of delays in having the printed 
copies in our hands. 

Mr. Wincu: Mr. Chairman, I realize that all members of the committee 
would like to have the printed report in their hands as soon as possible, but it is 
completely impossible to do it in one day. However, I imagine every member of — 
the committee has made notes on the two most important presentations we had « 
this morning and that they have sufficient notes upon which to put questions — 
when we come back at 3.30 this afternoon. In the meantime, we can study and ~ 
investigate what has been said this morning and we should be able to proceed a 
with a good quetion period this afternoon. 4 

We would hope that perhaps a little priority might be given by the Queen’s — 
printer in having the printed reports in our hands as soon as possible. 4 

I would suggest that we adjourn at this time in order that we would have . 
sufficient time to study our notes and arrange our questions. | 

The CHAIRMAN: Did you have a comment to make, Mr. Foy? . 

Mr. Foy: Mr. Chairman, the most important reason for having the printed a 
reports is so that they will be available next Tuesday when witnesses will be 4 
appearing. I think we should have the printed reports by Monday at the latest. 4 
in order that we may have a full day to study what has been said this morning. — 

Mr. Prirrie: Mr. Chairman, I was not here when the proceedings commenced — 
this morning: is my understanding correct that witnesses will be appearing next q 
Tuesday? 4 

The CHAIRMAN: This is up to the witnesses. As you know, these meetings a 
are open. Those who have indicated their desire to attend have been advised — 
that the meetings are starting today and will be continuing on Tuesday and — 
Thursday of next week. 

Mr. Prirrrizg: How many witnesses are there? 

The CHaIRMAN: I do not know; no one has replied. . 

Mr. Prirrre: Are we not going to lay down a schedule in which we set qa 
out the time that witnesses will be appearing? i” 

The CHamman: That could be done if they indicate their wish to come at | 
a certain time. But, as I said, they have not indicated they will attend and — 
they have not advised us since these meetings were commenced that they were © 
coming or that they wished to attend at a certain time. a 

Mr. Prittre: When were they notified? 

Mr. Foy: This may result in us not meeeting next Tuesday. 

The CHAIRMAN: They were notified over a week ago. 

Mr. MacponaLp: Mr. Chairman, when we met in committee on the — 
Columbia river treaty we established a rule which required that witnesses who — 
were appearing were to forward their brief a week in advance and then | 
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confine their presentation to a period of one half hour, followed by questions. 
Of course, the advantage of that was the translation staff could have a pre- 
liminary run at the brief, which would form part of the proceedings, and 
in that way we also could cut down on the amount of oral evidence given. 
Also, by having the brief a week in advance, all members of the committee 
could become acquainted with the contents of the brief. 


The CHAIRMAN: I would point out to you that in this case we are not 
actually considering a bill. Unofficially, I have been advised by some of the 
interested parties that although they will be watching these proceedings dur- 
ing this session they do not intend to make representations or present briefs 
until the bill is presented at the next session. So, I do not anticipate that there 
will be witnesses who will come prepared in the same manner they would 
if they were speaking to a bill. Since our deliberations in committee will be 
limited by the length of this session it is very difficult to make arrangements in 
advance and to advise witnesses that they would be heard on a certain date. 

Mr. MAcpONALD: It would appear to me that you are saying you have a 
group of people with no fixed viewpoints who are not sure what they are going 
to say, but these people may turn up and say something. 

The CHAIRMAN: That is correct. 

Mr. Macponautp: That is a very strange way of proceeding. 

The CHAIRMAN: But surely you understand that this is not a very regular 
procedure that we are following. We do not know the length of time we will 
be sitting during this session. We do not know whether or not we will be 
investigating the subject matter for the next two months; we may be sitting 
one week or even days. 

Mr. Wincu: Mr. Chairman, if I can get a seconder I would move that this 
committee now adjourn in order that those who have made notes may be 
prepared to put questions at 3.30 this afternoon in the railway committee 
room. 

Mr. Luoyp: Mr. Chairman, I will second the motion on the understanding 
that if a witness is going to appear and make a statement that we be supplied 
with mimeographed copies so we can follow the points he puts forward. Also, 
the staff will have these statements and this should help in overcoming the 
printing bureau’s delay in getting the printed reports into the hands of mem- 
bers of the committee. 


Motion agreed to. . 
Mr. CantTELon: Mr. Chairman, I hope that Mr. Winch does not think that 
we are so stupid that we could not make notes. 


Mr. Wincu: Mr. Chairman, I am surprised at my hon. friend making such a 
suggestion. I imagine he has been making notes the same as we all have. 
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MINUTES OF PROCEEDINGS 


TuEsDAY, March 2, 1965. 
(27) 


The Standing Committee on Railways, Canals and Telegraph Lines met 
this day at 9:40 o’clock a.m. The Chairman, Mr. Jean T. Richard, presided. 


Members present: Mrs. Rideout and Messrs. Armstrong, Balcer, Cantin, 
Cowan, Crossman, Crouse, Deachman, Foy, Godin, Granger, Hahn, Horner 
(Acadia), Lachance, Lloyd, Macdonald, Regan, Richard, Stewart, Winch (20). 


In attendance: Mr. J. W. Channon, Adviser to the Minister of Agriculture; 
Mr. K. D. M. Spence, Q.C., Commission Counsel, Canadian Pacific Railway 
Company; Mr. J. J. Frawley, Province of Alberta; Mr. Craig S. Dickson, Mari- 
times Transportation Commission; Mr. Alastair MacDonald, Q.C.; Mr. G. J. 
Gorman, Ottawa; Mr. Arthur V. Mauro, Q.C., Counsel, Province of Manitoba; 
Mr. John F. Cunningham, Director of Distribution, Allied Chemical Canada 
Ltd., Montreal; Mr. D. G. Blair, Province of Saskatchewan; and a representa- 
tive from the Canadian National Railways. 
| The Committee resumed its consideration of the subject-matter of Bill 
C-120, An Act to amend the Railway Act, the Transport Act and the Canadian 
National Railways Act, and to repeal the Canadian National-Canadian Pacific 
pAct. 
The Chairman informed the Committee of the correspondence received 
concerning presentation of briefs by non-government witnesses. 
After discussion, the Committee resumed its examination of the witnesses 
from the Department of Transport. 
: The Chairman suggested that questioning of the witnesses should be of a 
- general nature, since it is the subject-matter of the bill which has been referred 
to the Committee. 


At 12:21 o’clock p.m., the examination of the witnesses still continuing, the 
_ Committee adjourned until 4:00 o’clock p.m. this day. 


AFTERNOON SITTING 
(28) 


The Standing Committee on Railways, Canals and Telegraph Lines met this 
: day at 4:20 p.m. The Chairman, Mr. Jean T. Richard, presided. 


Members present: Mrs. Rideout and Messrs. Addison, Berger, Cantin, 
Cowan, Crossman, Deachman, Forbes, Foy, Godin, Granger, Hahn, Howe (Wel- 
lington-Huron), Kindt, Lachance, Lloyd, Macaluso, MacEwan, Millar, Muir 
(Lisgar), Olson, Pascoe, Regan, Richard, Southam, Stewart, Watson (Assini- 
boia), Winch (28). 


In attendance: Mr. K. D. M. Spence, Commission Counsel, Canadian Pacific 
Railway Company, Ottawa; and Mr. Alastair MacDonald, Q.C., Ottawa. 

. The Committee resumed its consideration of the subject-matter of Bill 

C-120, An Act to amend the Railway Act, the Transport Act and the Canadian 
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National Railways Act, and to repeal the Canadian National- Canadian Pacific 
Act. | a 
The Minister was questioned. a 
Mr. Pickersgill suggested, and the Committee agreed, that the Chairman 
of the Board of Transport Commissioners be invited to appear as a witness 5 
before the Committee. a 


At 5:30 p.m., the Minister was excused and Mr. Baldwin and Mr. Cope were 
examined by the Committee. 7 


At 5:50 p.m., the Committee adjourned and agreed to reconvene on Thurs- — 
day, March 4, 1965 at 9:30 a.m. to hear the same witnesses from the Depart-_ 
ment of Transport, the Chairman of the Board of Transport Commissioners _ 
and Mr. Whittaker, Reece tls Director, the Coal Operators’ Association of 
Western Canada. a 


Marcel Roussin, 


Clerk of the Committee. 
(pro tem) 


EVIDENCE 


TurEspDAy, March 2, 1965. 


The CHAIRMAN: Gentlemen, I will call the meeting to order. 

On Friday last the committee secretary sent telegrams to a number of 
companies, firms, and interested parties asking them to wire back immediately 
whether they were interested in appearing before the committee. They were 
asked to signify immediately their intention and also to let us have briefs in 
advance in sufficient number in one language at least and if possible in French 
and English. To date we have received replies from a certain number. The 
Canada Gulf and Terminal Railway Company intends to present a brief. The 
Northwest Line Elevators Association undertakes to submit a brief and wishes 
to appear. The C.P.R. states it is not its intention to submit a brief to the com- 
mittee at this stage of the proceedings. The Canadian Chamber of Commerce 
advises it will present a brief at the next session of parliament. The Branch 
Line Association of Manitoba will be presenting a brief to this committee. The 
Canadian National Railways do not plan to present a brief at this stage. 

Those are the only replies we have had at this date. Of course, this is only 
Tuesday morning. I thought you should be advised of what is happening, and 
from these replies you will realize that at the present time not too many groups 
have signified their intention to appear before the committee. 


Mr. Macponatp: Mr. Chairman, in respect of the fact that the C.P.R., the 
Chamber of Commerce, and so on, have indicated they have no wish to make a 
presentation to us at this time, I would like to put on record as my personal 
view, that one of the purposes of having the subject matter considered at this 
time is that we could have considered and qualified comments in respect of the 
bill which is before us. I do not think it is very courteous of them to say that 
they are not interested in making a presentation at this time. If they desire 
to be of any assistance in getting this measure through, they might take this 
opportunity of appearing before us and letting us have their points of view. 


Mr. Winco: May I add my support to what has been said by Mr. Mac- 
donald. It is my understanding, both from the statement made in the House 
of Commons by the minister and the statement he made before the committee 
at our last meeting, that the very purpose of this committee meeting is that 
with regard to some broad and general principles we should be able to hear 
the viewpoint especially of such organizations as the Canadian National Rail- 
ways and the Canadian Pacific Railway. I think this is a most disturbing 
situation. 

The CHAIRMAN: In fairness I should add, in relation to the C.P.R., that 
after stating they did not intend to submit a brief, they added the following: 


No doubt questions will arise in submissions of other parties during 
consideration of a new bill as to which information will be required from 
this company, but meanwhile with committee’s permission I propose to 
attend sessions with a watching brief. 


1 do not know whether or not Mr. Spence has in mind that otherwise he 
intends to appear as a witness. Perhaps Mr. Spence might explain his tele- 
gram. 

Mr. K. D. M. SPENCE, Q.C. (Commission Counsel, Canadian Pacific Rail- 
way): Mr. Chairman, we felt that we could be much more helpful at a later 
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date and by being here in the pabentine 1 boda take notes of any question — 
which arises to which we might be able to give the answer. We really did not 4 
think we could be very helpful to the committee by presenting a brief at the 
outset. . 

The principles of the bill have been explained by the officials of the Deparey 
ment of Transport, and we are very anxious to give all the help we can to this © 
committee. However, we feel we would be of more assistance if we pissen boa ‘t 
a brief at a later date. 4 


Mr. Macponaup: Mr. Chairman, may I with respect say that the proposals, © 
based upon the MacPherson report, have been embodied in the form of a lesa a 
lative proposal here and this committee is meeting together for the purpose of a 
considering whether those legislative proposals are adequate or whether there a 
should be any other changes. It seems to me that if these bodies are not going 7 
to appear, that this is a waste of parliamentary time. I think we should be 
entitled to have the comments of those who are interested in this bill now — 
when we have this proposal before us and not when it comes up at a later © 
session when we will be very much engaged in other considerations. a 


Mr. REGAN: I would like to add my support to the statement of Mr. Mac- — 
donald. I think the railways and other interests might perhaps reserve their) A 
right to come back after we have heard other briefs, if they see fit to do so; a 
but I think they should submit briefs at this stage which would give us their — 
basic feelings in respect of the legislation. This would help us in our considera- 
tions when we get to the meat of the matter. This in no way would prevent 
them coming back later on and adding anything which might arise out of other 
presentations and the deliberations in the meantime. It certainly would be © 
much more helpful to this committee, in my view, and would be much more © 
courteous to us if the railways made their presentation at this time. * 


Mr. STEWART: I think the gentleman who spoke on behalf of the Canadian ~ 
Pacific Railway made their position very clear. They do not have any com- a 
ments on the document which is before us, and they do not have any questions ~ 
which they would like to raise. It seems to me that when they say that we 
have to accept that as a statement given in good faith. Evidently the only — 
interest they would have would be in giving information in respect of ht i. 
tions asked. q 

The CHAIRMAN: Mr. Baldwin may have something to say on this. om 

Mr. J. R. BALDWIN (Deputy Minister, Department of Transport): Mr. ~ 
Chairman and members of the committee, it is a little difficult for me to know — 
exactly what to say without sticking out my neck further than a bureaucrat 
perhaps should. However, we have sensed—and I speak quite frankly—in our 8 
own contacts with various groups some slight reservation about putting briefs | 
_In now. Everybody seems to feel they want to know what the other party is _ 

going to put in before they come forward themselves. on 

A very extensive series of wires, I understand, were sent out by the 
secretary of the committee. One of the key points here is the knowledge that 
certain provincial governments, it is understood, may wish to make represen- _ 
tations. I think there is some reluctance on the part of a number of other — 
groups to make their position known until they see what form these rep- ~ 
resentations will take. ~ if 

This is one of the problems we encountered when we tried to contact — 
various groups over the last few days in an effort to find out informally what 
their intentions are. I think the role of certain provinces, which we understand 4 
may wish to bring forward views, perhaps is a point of some importance in . 
this connection. a 4 


Mr. WincH: May I ask whether the Canadian National Railways also. a 
has an observer present today? 
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. Mr. SPENCE: I might explain, on behalf of the Canadian National Rail- 
ways, that Mr. MacDougall was anxious to be here today. Mr. Bandine was 

here at the last meeting. Neither of these gentlemen is able to be here today 
and they have asked me if I would sit in for them as well. 


The CHAIRMAN: Gentlemen, Mr. Baldwin mentioned the provinces, and 
I think the provinces certainly have a great interest in this bill. They also have 
received wires and have not come forward with a brief. All the large interests 
up until now have not signified any intention to appear. They may do so 
tomorrow or the day after. The time has been very short since Friday. 


Mr. WincH: Apparently there is not anything we can do about it. May 
I suggest that we follow the procedure outlined and ask questions on the state- 
ment which was given at the last meeting. 


Mr. Macponaup: Mr. Baldwin referred to the provinces. I think the prov- 
inces as well as the railways should get on with it too. The bill has been 
before the public since September 14 of last year; the general subject matter 
has been before the country for the last 75 years and the report of the royal 
commission has been around for a long time. 

I realize we cannot dictate to another sovereign government. However, I 
think this committee has a right to expect courtesy. I think we should establish 
a cut-off date at which time we will hear no further representations. Rather 
than have a situation where we will be sitting around hoping that people 
will appear before us, if they are not going to come to discuss the subject 
matter, then I think the committee should set up a cut-off date and hear 
whoever is prepared to come before that date. I think we should make ar- 
rangements for the people to come forward at an early date. 


Mr. Foy: Mr. Chairman, it was my understanding that the minister and 
the departmental officials considered, in view of the fact that this bill virtually 
had been killed and was going to be reintroduced, that we would hold these 

- meetings at the present time so that the interested parties could submit briefs 
and make suggestions. In this manner, when a new bill is prepared, there 
would not be any surprise attack, so to speak, which we could be accused of, 
such as occurred in respect of the labour code bill. You will recall that in- 
terested parties said they did not even know it was coming up. One of the 
criticisms was, as they put it, they did not have time to defend themselves. 

The understanding I have is that this is the reason we are meeting pre- 
maturely on this bill, so to speak. It is in an attempt to find out what the 
different representations are going to consist of and to see what we can do to 
develop the best possible bill in the interests of all. I fail to understand why 
we are not receiving the co-operation of interested parties. 

| The CHAIRMAN: Gentlemen, at the present time I suggest that we proceed 

with the business for this morning which is to direct questions to the brief 
which was presented by officials of the Department of Transport last week. 
Copies of the printed Minutes of Proceedings and Evidence have been sent to 

- your Offices. 

: Let us say that the time has been short since Friday and let us say, also, 
that we have two or three who have signified their intention to present briefs. 
During the week we will have time to decide what we should do. If there are 
no more briefs to be presented, I do not know what attitude the members will 
take in respect of future meetings of this committee. 


Mr. Wrincu: If that is agreeable, may I start by asking a question or two? 
The CHAIRMAN: Yes. 


Mr. Wincu: Mr. Chairman, as a result of the submission made by the 
minister and the officials of the Department of Transport at our last meeting, 
there are a number of questions I would like to ask. At the moment I will 
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a 
restrict them to two because I know other members must also have questions 
they would like to ask. a 

May I put the first question in this way: It is my general feeling, as a result 
of the presentations made to us at the last meeting, that the proposals which i 
will come forward at the next session—and which to a certain extent are 
before us now on Bill No. C-120—are based on the premise of having legisla a 
tion whereby the two major railways will be in an economically sound position — 
with regard to operating costs and terms. This, of course, deals with the > 
matter of doing away with certain branch lines which are uneconomical and 
it deals with the matter of freight rates, passenger rates, and all federal gov-_ 4 
ernment subsidies. If this is correct—and this is the way I have accepted © 
the presentation after reading the transcript of evidence—my first questo : 
would be to Mr. Baldwin. a 
In the acceptance of this general principle was any consideration given 
to the grants to the railways of land, minerals, and so on, which are gifts by © 
the Canadian people of their own resources? If I may, I ronal like to high- — 
light this a little. I notice that so far as the Canadian Pacific Railway is — 
concerned, there was granted to the Canadian Pacific Railway Company — 
and other companies which now comprise the system, up until December 31 4 
of 1963, cash subsidies and expenditures on construction in the amount of © 
$106,280,334. Also, the federal government or provincial governments—mostly 
the federal pavernment-_made land grants to the C.P.R. alone of 43,962,546 4q 
acres. This includes some of the finest natural resource land, minerals and | 
so on, in our country of Canada. I am sorry, sir, that I cannot give you the same ~ 
figures in respect of the Canadian National Railways because when I went to 
the library to obtain this information I found that the same information with — 
regard to moneys advanced as subsidies or land grants is not available as it is — 
for the C.P.R. a 
I do not think we can forget, not the millions, but the hundreds of mil- — 
lions of dollars—and I speak from personal knowledge on this—which the 
railways have received from these grants of land, mineral resources, and so @ 
on. An example is Consolidated Mining and Smelting in respect of which — 
the C.P.R. owns approximately 65 per cent. Was this phase of the railways x 
situation considered when they speak about putting the railways on an — 
economic operating basis? 4a 
Mr. Baldwin: I think the answer to your question is that this point was — 
considered by the royal commission on transportation which, if my memory — 
serves me correctly, came to the conclusion in making its recommendation that a 
it should not base those recommendations on taking into account past contracts — 
which may have been bestowed on, and physical benefit derived by, the — 
C.P.R. This is not a new issue; it is one which has been before the board of ( 
transport commissioners with regard to various rate cases in past years. 4 
In considering the economic viability of the railways, the royal commission — 
came to the conclusion that the railways must be considered as a current © 
operating entity. This has been the base upon which their recommendations — 
were made and upon which the legislation was drafted. 4 


Mr. WincH: That may have been the viewpoint of the commission. What — 
is the viewpoint of the government, or shall I say of your department? May © 
I give one example? The Canadian Pacific Railway took over the Esquimalt — 
and Nanaimo Railway on Vancouver Island and therefore took over the large — 
grants—the original grants containing the finest timber in Canada and the 
finest, therefore, in British Columbia on Vancouver Island—and only last | 
year they set up an outside corporation which in one year alone has sold $55 
million worth—I think this is the figure—of land. Therefore, they have obtained © 
a very high percentage of good will in MacMillan, Bloedel and Powell River 
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Ltd. Therefore, is it your contention, although this money now is being made 
from free grants, that this should not be taken into consideration in respect 
of the operation of the C.P.R.? 


Mr. BaLpwin: It is not my purpose to offer opinions. I would merely state 
that both the report of the royal commission and the legislation were based 
upon the conclusion that railway economics should be related to the transporta- 
tion aspects and not to the corporate aspect which might be involved. 


Mr. WincH: Even though there is this grant to the railroad and it is 
getting the profit from the grant, the official position is that that should be 
ignored? 

Mr. BALDWIN: Sir, I am not here to give opinions one way or the other. 
I am here to answer questions regarding the basis of the legislation. 


Mr. WincH: I can understand, Mr. Chairman, therefore, that we are going 
to have a very interesting review when we come to that. 


The CHAIRMAN: The proper time will be when we have a witness to whom 
such questions could be directed. 


Mr. WincH: I will ask one more question although I have many others. 
I imagine Mr. Spence is taking note of this on behalf of both railroads. This 
question has reference to the abandonment of lines. The information given to 
us at the last meeting was that the matter of abandonment of lines would go 
before a branch line rationalization authority, and if my memory is correct 
there would be three commissioners on this authority. 

First, the abandonment of lines will go before the Department of Transport 
and therefore the Minister of Transport, as this is strictly a railway matter, 
and I presume that all evidence relative to the branch line—economic informa- 
tion so far as the railway is concerned and economic information so far as the 
people, industry, elevators, and so on, on the line are concerned—would be 
submitted to the board of transport commissioners and therefore to the Minister 
of Transport in the last analysis. On what basis is the new policy announced 
that the final decision will be made by the branch line rationalization authority 
and the minister of Agriculture? 


Mr. BALDwIin: The whole procedure is changed under the proposed legisla- 
tion. The Minister of Transport would not be involved in this because the 
board of transport commissioners operates as a quasi judicial autonomous 
entity, although there are appeals to the government. The rationalization au- 
thority would be responsible, if this legislation is passed, to the Minister of 
Agriculture because it was recognized that the main problem in relation to 
branch line abandonment centred in the prairie provinces and was closely 
related to the agricultural aspect of the provinces. 

I do not know whether or not I need add anything more. The procedure 
is not quite as you have outlined it. An application would go to the new 
authority which, after having planned how the applications would be dealt 
with, would ascertain from the board of transport commissioners whether or 
not the particular branch line involved in the application was losing money. 
If it is, it would become eligible for subsidy. 


Mr. WincuH: It is also stated that the abandonments could not be later 
than five years. 

Mr. BALDWIN: The fact that the five year period is not the final terminal 
date. The intention is to provide for regular review in relation to the abandon- 
ments. 

Mr. Wrincu: Under the proposal is the final authority vested in the Minister 
of Agriculture, the Department of Transport, or the board of transport com- 
missioners? 
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Mr. BaLpwIn: The final authority in the sense of immediate action is vest 
in the authority which reports to the Minister of Agriculture. It is given powe! 
to make these decisions on its own, although there are powers of appeal to 
the government. A 

Mr. WincH: So, the final authority in respect of the abandonment of branch 1s 
lines will rest with the Minister of Agriculture? if 


Mr. BALDWIN: No; with the authority, with right of appeal to the govern- 
_ ment. Bt 


Mr. WincH: To the government or to the board of transport commissioners? — 


Mr. BALDWIN: Not the board of transport commissioners. Their only role , 
is to determine whether in fact money is being lost on a particular branch linet 


. 


operation. They do the costing. a 


Mr. WINCH: You now are completely separating the authority of the boardil 
of transport commissioners on the question of abandonment of this kind of q 
branch line? 4 


Mr. BALDWIN: That is correct. i 


The CHAIRMAN: Gentlemen, I think if we continue to proceed in this way i 
we will be jumping from one place to another. 

I listened to Mr. Winch at the beginning, because he was more or less ew qi : 
about the background of the bill as stated by Mr. Darling in his remarks on 
Thursday. However, I think it would be much more useful if we should all 
decide to base our questions at the present time, following Mr. Darling’s brief, 
on the background of the bill, then take up the rates clauses, then the brane a 
lines, and so on. Otherwise we will be jumping from one group of clauses to © 
another. If there are any more questions on the general background of the ~ 
bill at the present time, we should have them. 


Mr. REGAN: Mr. Darling, I would like to ask you a general question. Regard- — 
ing the solutions that the bill provides and the problems that the royal com-_ ‘ 
mission was set up to study, I notice in your testimony on Thursday at paeey 
749 you said in essence as follows: 


—the problem of that royal commission was to find some answer or 
solution to the periodic and successive horizontal increases in freight 4 
rates. In so doing, the commission was to consider the setting up of a 
system that would make for a healthy railroad system in Canada. 


I would put to you this question: Is it not a fact that the actual terms — 
under which this commission was set up were such that it was actually ae 
before the commission to find a solution to the railway problem and also toa 
look into the possibility of removing or alleviating inequities in the freight 
rate structure? You do not mention the second aspect of it. Would you agreell 
that this is one of the purposes of the bill, and if so, what is there in the bill a 
which provides relief for the inequities which the commission found? Be 


Mr. H. J. DARLING (Director of Economic Studies, Department of Trans~ 
port): I think this is in the terms of reference, where there is a reference to. 
inequities in the rate structure. The royal commission interpreted this as mainly — 
inequities arising from the horizontal percentage increase. ; 

Mr. REGAN: I am sorry, but I cannot hear you well. i 

Mr. DarLinc: The royal commission by and large interpreted these terms i 
of reference as inequities arising from the horizontal percentage increases — 
which have taken place. These increases in effect would leave certain areas of 
the country, and other forms of traffic untouched. These were the major) 
inequities. 1 

Mr. REGAN: If these are inequities to the shipper, what is there in the bill 


RAILWAYS, CANALS AND TELEGRAPH LINES 773 


Mr. DARLING: The royal commission first of all aimed to place the railways 
on a self-supporting basis by relieving them of uneconomic lines and of other 
burdens and allowing them certain freedom to reorganize their services in 
order to compete effectively. It was the royal commission’s belief that the result 
would be that the railways would be able to get by without future general 
increases in rates. Naturally there would have to be increases in some rates, 
but nothing is fixed as to that. The idea was that of rationalizing and making 
railway operations more economic, so that the savings from this would in effect 


‘put the railways in a position where they could make out without any subsequent > 


excessive increases in rates. 


Mr. REGAN: You say in effect that all the bill undertakes to do is to 
prevent the occurrence of future inequities or growth of the present ones. 
But if it is merely going to prevent inequities as a result of doing away with 
uneconomic operations, or if it is only going to result in further horizontal 
increases not being necessary, would you not agree that it does nothing to 
overcome the present inequities and that it leaves them in the present situation? 


Mr. DarRuING: I do not know what specific inequities are referred to. I 
think that all I can say in a general way on the point that you mentioned is 
that it seems to be that this bill is dealing with the railways and not providing 
anything for the shipper. 


Mr. REGAN: That would be about it. 


Mr. Daruinc: It seems to me that there is a very clearcut answer to it. 
The shippers were looked after beginning in 1959 with the rate freeze. Sub- 
sequently the railways required an increase in the rates. The government then 
stepped in and absorbed an increase in the rates and has continued to absorb it. 
So for the last three or four years the shippers have been benefiting to the extent 
of $70 million a year, a sum which they would otherwise have had to find 
in freight rates. It is hoped that the recommendations of the commission by 
making the railways more efficient will make it possible for them to recover 
their extra cost by more efficient services that the railways would be enabled 
to give to the shippers, and from which they have in fact been relieved for 
five or six years by these votes. 


Mr. REGAN: When you say that our shippers have been relieved for five 
or six years, they have been relieved by over-all relief, and there has been 
nothing provided to assist the shippers who originally suffered from any 
inequity, or who by one commodity or another suffered from competition in 
a commodity by way of inequity. This relief since 1959 has merely been an 
across the board step to provide against anything further regarding rates. In 
other words, it does nothing to provide relief to any shipper who is at a dis- 
advantage when compared to others. Is that an accurate statement? 


Mr. Daruinc: I do not know that I would say that there was an inequity 
existing. There may be people who from time to time have had reason to com- 
plain about their freight rates. But it seems to me that with six years of rate 
freeze, all these increases would have been across the board, and they would 
have had to in some manner, as with the previous increases on the rate structure, 
have been able to bear that increase, whether or not any of the freight structure 
has escaped this general increase. 


Mr. REGAN: You will agree that you have mentioned that there is no relief 
in the bill against inequities suffered by the shippers? 


Mr. BaLpwin: I think we must first define what is meant by inequity 
before we can answer the question of how inequity can be corrected. The decision 
of what constitutes an inequity at the present time is something which is vested 
in the board of transport commissioners. The philosophy of the new legislation 
changes the basic approach to this problem. In addition to trying to find a 
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an economic handicap upon them, it advances the philosophy that a horizontal 
rate increase is bad in certain regions. The best solution is to try to let the ; 
rates find their appropriate level with competition as it becomes available, sub- " 
ject to a floor and a ceiling. But you will first have to define what is meant — 
by inequity before we can answer what relief is afforded, if any. 4 


Mr. WINcH: May I ask you why it is in many instances that it costs more ~ 
to ship from Vancouver east than it does to ship from the east to Vancouver? | 4 
If that is not an inequity, then what is it? ae 


Mr. Stewart: Mr. Chairman, may we not proceed in a more orderly way? | 


The CHAIRMAN: Yes. Mr. Regan has the floor, and after that, Mr. Lloyd, q 
Mr. Stewart, Mr. Hahn, and Mr. Horner. ae 


Mr. REGAN: Just now you referred to the question of inequity which seems 4 
to affect one region as against another because of the consequence of the hor- ~ 
izontal increase, and you recognize this as being an inequity. Now, speaking 4 
of this type of inequity, there is nothing in the bill which overcomes inequities — 
which occur as a result of these horizontal increases. There is merely a pro- _ 
vision which is aimed at—whether it will be effective or not—preventing an a 
increase of these inequities in the future. Is that correct? a 

Mr. BALDWIN: The maximum rate will give substantial protection against a 
certain types of rates which you think, if I understand you well, are inequi- a 
table. There will be a great deal of adjustment to the rate structure and to the _ 
value of the services and of the economic competitive conditions, which we ~ 
hope would achieve some of these results. I think the philosophy—if I might A 
refer to the basic philosophy of the royal commission—would be to say that 4 
if in addition to the special or original inequities which emerge out of this ~ 
situation or continue, as the case may be, then other types of solution may be a 
necessary on the part of the government to deal with them without placing an 
economic burden on the railways themselves. _ 


You have, as I know you must, observed that the Maritime Freight Rates a 
Act is preserved intact in relation to the new legislation, yet it is presumably — 
a device intended to afford relief against inequity in regard to rates in the ~ 
Atlantic provinces. From this numerous questions arise whether the current — 
legislation or proposed legislation provides a solution to that particular — @ 
inequity. That is why the royal commission recommended further studies, and 
that the government should launch further studies concerning that particular 
type of subject. ay 


Mr. REGAN: I am sure we are all happy to hear that further legislation © q 
might be forthcoming to overcome this inequity. But we are interested in find- 7 
ing out what this bill does to discourage it. In reference to the Maritime Freight of 
Rates Act, I note that it is not amended; but with the passage of this bill, will 
it not be further weakened? 

Mr. BALDWIN: I do not believe so. q 

Mr. REGAN: You do not agree that it will. The Maritime Freight Rates Act . 
proposes relief between maritime freight rates and those elsewhere in Canada. . 
Surely you would agree that one problem with the Maritime Freight Rates Act — 7 
is that it has been more difficult to maintain this relief because of the fact of — 
competition in the central Canadian area. But you do not agree that the effec- 
tiveness of the Maritime Freight Rates Act has been lessened in recent years? 

Mr. BALDWIN: If you mean by the horizontal rate increases, yes. . 

Mr. Recan: But not because of the competitive situation with truckers — 
which exists in central Canada, having regard to the maritimes? 4 

Mr. BALDWIN: I think the answer I have given to that is that the trucking 
industry, as it has developed, has not been as great a factor in the maritime Z 
provinces, as rapidly, as it has been in central Canada. . 


} 
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Mr. Cowan: Have you ever seen the provincial roads in the maritimes? 
Mr. REGAN: You would agree that there are a number of reasons such as 

the question of geography, the return of cargo, and other factors as well. 
Mr. BALDWIN: Yes. 


Mr. Recan: If this bill frees the railways and puts more emphasis on 
competition, will this in itself not make the position attempted to be main- 
tained by the Maritime Freight Rates Act less effective because, in areas where 
competition exists, the rates will continue downwards; whereas in areas where 
there is no competition, naturally the railways will wish to maximize their 
net income and will maintain the present rate or increase it? 

Mr. BALDWIN: You will still have the protection now afforded by the Mari- 
time Freight Rates Act. This is not changed by the present legislation. I mean 
with the passage of time the present trend in the maritime provinces will 


be to protect industry as a whole from becoming more of a competitive factor 


down there. 
Mr. Recan: Surely the competitive aspect of the trucking industry as 


against the railways in the maritimes is not a factor in rate making at the 


present time. 

Mr. Batpwin: Not as yet in a material way, but I expect that it will be. 
I was going to say that the best method of dealing with this situation is to 
state quite frankly that this legislation does not attempt to take care of the 
special position of the Atlantic provinces other than to preserve without change 
what they already have, in the knowledge that a series of special studies will 
be launched to deal with that particular problem. 

Mr. REcAN: The only thing I am seeking to determine is that in the mean- 
time, with the passage of this legislation, elsewhere it will have an effect, 


because of the competitive aspect of it in central Canada and that it will 
further lessen assistance to the maritime economy which is granted by the 


Maritime Freight Rates Assistance Act. 

Mr. BALDWIN: We cannot agree to that. We do not believe that that is 
necessarily the case at all. 

Mr. Recan: If the railways are free further to lower their rates in com- 


petitive areas, they may do so in central Canada; whereas the Maritime 


Freight Rates Act maintains exactly the same situation which is there. We 
are in a position where the railways will have considerable freedom now to 
set competitive rates, and there is nothing in this bill to produce wholesale 


rate decreases. Various factors may be introduced into the competitive position 
| by and large. 


Mr. Regan: Surely they will be in a position where they can lower the 


rates more freely than they can at the present time. 


Mr. Batpwin: They will have freedom to meet certain types of competi- 


| tion, but this is not to say that the whole level of competitive rates will be 


affected as a result of this legislation. I do not think this is so for a minute. 
Mr. Regan: Let me go further and ask you what control or regulation 
the government will exert over export or import rates in the new bill? 
Mr. BaLpwin: This will be established by the railways. 
Mr. Recan: In the same manner? 
Mr. BaLpwIn: Yes, I would think so. 


Mr. Rrecan: In that event, when talking about export or import cargoes 
which originate in the hinterlands, or in the Ontario region, you are aware 
that the Maritime Freight Rates Act has no application to those cargoes. More- 
over, with the Atlantic ports being further away from this hinterland, may 
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we not find that the rates to be established : as a result of ie new omen } 
aspect, or the new rates through Montreal and through New York to tho ef 
ports, will endanger the business presently handled through the ports of Saint 
John and Halifax? a 


Mr. DaruInG: I do not think the railways are wilfully going to alter : al 
traffic pattern when they have a very great interest to preserve as much 
possible the existing pattern, and even to increase export and import receipts. 
This is not something within the philosophy of the bill, but rather is something 
which is left to be worked out. Clause 9 provides for an examination of any 
of these problems which might arise. But the bill takes the attitude that a 
far as the actions of the railways and their customers and shippers are con- 
cerned, there is a determined rate making procedure, and they are emphatic 
about it. But, as we have had before, there may be cases which will arise where > 
there are certain distortions introduced which are not explainable on economic — 
grounds. There may be cases introduced which might be uneconomic when 

compared to national policy. But we are not attempting to take account of 
these cases in this bill. oy 


The bill covers the question of a national transportation policy, and if ther 
are cases which give rise to certain inequities existing, or which results fro 
the working of this, and which are held to be contrary to national policy, th 
course of action is clear: that these should be provided for by some other mean 
and that the carrier should be compensated for any deficiencies in the rate 4 
resulting therefrom. We are attempting to anticipate in advance what they — 
may be. a 

Mr. REGAN: We feel it is our duty, when we have the opportunity to pin- — 
point exactly what the bill does, to see where these inequities exist, and to see h 
what may happen to them. You imply that the railways would not object to © 
maximizing their net income. Therefore, if there is substantial advantage t 
the railways in routing cargoes through Portland and New York, why woul } 
they not do so, since there is no longer a regulation to prevent them from doing 

so? And if they did this by statutory enactment, then is anyone empowered by 
this bill to do anything to prevent them from Hing it? 


Mr. Daruine: If the railways have a fair return on the rates in questior a 


now, there is no reason why they would want this traffic to be diverted vi 
: Portland and New York. ‘dl 


Mr. Recan: Unless they could get a better return by doing so. 


Mr. Daruine: If they are now making returns on their lines, there is no 
reason why they should divert traffic. 4 


Mr. REGAN: Do you think they would make more money by diverting it to. 
these other lines? q 


Mr. Daruinc: No, but I do not know this is a fact. a 


Mr. BALDWiIn: As a hypothetical answer, why should they divert, if they 
are making sufficient revenue under the present set up? a 


Mr. RecAn: To come back to this question, since you do not know if thea 
are or not, whether they might think it better to go via Portland or New Yorks, ‘ 
still, if that should be the case, there is nothing in this bill to prevent them — 
doing it, and no one is empowered to stop them from doing it. a 


Mr. Daruine: Not in the first instance. There is, of course, the natural 
self interest of the railways in this matter. This course of action is availabl e 
to them today in a sense. Traffic could be so routed even under the existing | 
system. You are aware of the fact that a lot of these port rates are tied to- 
gether in a general system in the Altantic area. a 


Mr. Recan: I know that. But you are doing away with this policy. 
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PY Mr. DARLING: No. This is something which is established by the railways 
themselves, and we are not interfering with it. I do not know why it would be 
in our interest to interfere with it. 


| Mr. Recan: But if problems like this do arise, the time to meet them is at 
_ this time rather than attempting to build into the act a number of clauses 
_ which are against hypothetical movements which may or may not take place. 
i Would it not be better to include in the act some protection, or body, or 
| person who would have the power to veto or bar a regulation in railway policy 
f to do these things, if they so chose to do them? 


i Mr. DARLING: This would be contrary to the basis of the act, the aim of 
_ which is to permit the railways to carry on their business much as other busi- 
| nesses. As I said before, what the act does is provide, in clause 9, for a review 
| of these matters. Problems may arise in the working out of this and, because 
| of national policies, it may be felt that certain actions should be taken. How- 
| ever, unless this is done, the way it is in the act it will be done wholly at the 
_ expense of the railways. There simply will be an order made. This is the very 
| point that the commission felt was most important; that is, that we should avoid 
| mixing up the national transportation policy with the national policy. 

i Mr. Batpwin: I am not a very good expert on rates, as you probably will — 
| find out, but it is my understanding that the type of situation you have described 
| has arisen because of railway action and decision they have taken themselves 
and not because of any particular governmental recommendation. They can 
' change it now if they want to. 

The point with which I gather you are concerned is in respect of the right 
' to correct this if some inequity does arise. My own problem is how to define ine- 
_ quity. Sometimes it is easy to define and sometimes it is very difficult. We still 
‘realize there may be occasions where something might appear to be against 
' the public interest. Perhaps that is a better phrase than inequity—I do not 
' know. 

f At any rate, we did recognize this. We attempted to cope with this in 
| clause 9 in the bill which provides for an inquiry. This is one of the points 
| which has been drawn to our attention in a number of representations, in which 
| other points have been raised, and which the minister has agreed to review 
| further. In a case where inequity—or whatever you may call it—does appear 
| to exist, a right of review should exist and corrective action should be taken. 
_ Clause 9 was intended to deal with this problem. The minister is reviewing 
| this clause further to see whether, in the government’s opinion, it is adequate 
- or whether it needs to be adjusted. 

fi Mr. REGAN: I think it is good to have this discussion because some of us 
_ perhaps may feel too much freedom is given to the railways in these matters 
' throughout the whole bill. You find that the power of the branch line rationa- 
| lization authority is limited to recommending that one railway should give 
running right to another railway, or that they should exchange lines in the case 
' of one company’s branch line abandonment, and so on; but this rationalization 
| authority can do nothing more than recommend. 


: The CHAIRMAN: Mr. Regan, I suggested—and we have followed the proce- 
_ dure up until now—that we proceed in an orderly manner. I understand that 
| until now you have been speaking on the background of the bill and in parti- 
cular rates. I would like you and the other members of the committee to 
_ realize that I do not like to jump from rates to branch lines, and so on, at the 
present time. I thought we would limit our questioning at this time to the back- 
_ ground of the bill. 

Mr. REGAN: That is fine. I was merely using an example of the philosophy 
a of the bill of not having a power to decide these matters. I will allow someone 
else to take the floor now and I will return to this later. 
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Mr. Luoyp: Mr. Chairman, I will try to get back to aA I think is “the | 
fundamental question of policy which is before us. This is contained in observa- j 
tions both in the evidence given by Mr. Darling and also in the explanatory 
notes of clause 1 of the bill. If I may get right back to basic things in order to 
set the stage for two or three questions I would like to put, may I refer to. 
these statements. The first statement is in the explanatory note to clause 1 at 
the end of the first paragraph: ah 


—all of which recommendations were made within the context of andl 
premised upon a national transportation policy which would alter the © 
traditional functions of the Board of Transport Commissioners for Canada" 
and the rate-making principles followed heretofore. 


The clause makes a general allusion to a change. Then on page 752 of the | 
Minutes of Proceedings and Evidence No. 12 of Thursday, February 25, in the 
third paragraph, we find this statement: . 


The only thing that could be added to the general rationale for this” 
particular system is it does restore to the railways a considerable degree” 
of freedom in rate making. on 


"4 


Then two questions are presented: 


But, is this desirable? What are the consequences likely to be? This 
will depend on the viewpoint. ’ 


From these two observations I think it might be appropriate at this stage 
to concern ourselves with what has been the past degree of government control | 4 
over rate-making policies in respect of railways and the movement of goods — 
domestically as well as internationally. I think it might be wise for us to 
examine what degree of control we are giving up. Are we giving up too much? 
How far did the Board of Transport Commissioners for Canada go in the regula- © 
tion of rates; how effective was this control; were they well staffed, for example? © 
Did they Bbiain all kinds of comprehensive information that would permit them | 
to operate from day to day effectively in their function of rate making? 


Mr. Darutinec: I might answer that by pointing out that in respect of the 7 
clauses of the bill dealing with sections 317 onward, starting at page 15, the — 
sections of the present act which are being withdrawn are shown. For example, — 
there is a liberalization in the publication of tariffs; the time in advance of © 
publication is reduced; and, in some cases, the right of the boards who suspend — 
tariffs is withdrawn; the right of the board to prescribe different forms of 
tariffs—class rates, and such like—is removed. It now is left to the railways ; 
in their own business to make such rates. 


Mr. REGAN: Heretofore rates were prescribed by the board. 


Mr. DarLiInG: The act prescribes that the railways should have class rates, \ 
that there should be commodity rates, and that there should be competitive 
rates. 4 


By and large the class rates were determined as a result of hearings by thell : 
board. In fact, the most recent class rate scale was adopted in the 1950’s as a 
result of the equalization. This was prescribed by the board. a 4 

Mr. Luoyvp: Did the royal commission have any observation to make with 7 
reference to the adequacy of the staff of the Board of Transport Commissioners | 
for Canada to pursue their responsibility; were they adequately staffed up- 


until now to carry out this function? . 


Mr. DaRLING: I would assume so. Bear in mind, however, that there of. 
course are now a great many rates with which the board is not directly con-— 
cerned in the matter of competitive rates. I am not aware that there is any yy 
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delay in the board’s calendar in hearing objections. They seem to be adequately 
staffed in this regard to deal with it. 


Mr. Luoyp: What kind of statistical information, financial information, and 
| cost information will be required to be filed by the railways with some agency 
of government, and what agency would it be? 


Mr. DARuING: There will be very complete cost information that will be 
required and it will have to be filed with the board. This is incidental to the new 
obligation on the board to provide that all rates be compensatory. This is not 
a new obligation; it merely is underlined and expressed in different terms. 


Mr. Luoyp: The reason I asked the question is, I do not see how you can 
effectively protect the public interest in any area of Canada without a con- 
tinually comprehensive reporting of what is called the variable costs and the 
present financial operations of the two railways. 


Mr. Daruinc: This certainly is provided in the bill. In subsection (3) on 
page 23 it gives the factors that the board shall take into account in costs. 
The board’s duty in respect of costs is contained on page 32, section 387B, and 
also 387A. These are spelled out in considerable detail. There is no doubt that 
the board has a continuing and positive obligation to inform itself in respect 
of the compensatory nature of the costs. With reference to the other aspect of 
its work, it will need to know costs very accurately with regard to the branch 
line abandonment and with regard to the passenger deficit. 


Mr. LLtoyp: Does this clause provide for the board’s inquiry into and re- 
quests for reports in respect of all these statistics in order to make a compre- 
hensive appraisal of the railways operation and rate making which heretofore 
has been subject to supervision by the board? 


Mr. BaLtpwin: I think I might say that the responsibility for costing for 
various reasons that will arise will mean that the board will substantially 
have to increase its costing and number of statements. 


Mr. Luoyp: I am glad this observation is made. I think that sometimes 
in looking at the clauses in a bill one really does not get the picture of how 
things will function in reality after the bill is passed. It would seem to me 
that if the inquiries are going to move with dispatch there must be a flow 
of comprehensive information quickly, because otherwise you will have these 
inquiries going on like a royal commission for two or three years and by the 
time the report is out the information is outdated and no longer effective for 
your purpose. 

I am satisfied to let this go with one final observation. You do fix the right 
of the railways to determine rates at a maximum of 150 per cent of what is 
called variable costs. Now, this kind of activity on the part of the railways, 
I presume, will be under constant observation by the board, if they are going 
to expand their staff and obtain the statistical and financial information they 
need to do this. 


Mr. DaruinGc: They will have to have a very comprehensive cost section. 


Mr. Luoyp: If Mr. Darling can do so, I would like him to give the com- 
mittee some general justification for the choice of 150 per cent. Why is it not 
100 per cent, 75 per cent or 200 per cent? 


Mr. Daruine: Mr. Chairman, I really am being asked to make a short 
speech here, I believe. This is one of the most complex sides to the bill. I can 
understand the interest of members in the background that has gone into this. 


The CHAIRMAN: Do you feel that this is the time we should go into such a 
specific question? 


Mr. Luoyp: Perhaps not at the moment. 
21819—23 . 


used the term “inequity”. Is the document now before us, which presumably 


designed to produce a healthy railway system in Canada, is one that will meet 
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The CwATHNIAN® We can come te this ee we. come ta some opacity a 
problem. At the present time we are dealing with the background of the bill. bi 


Mr. Luoyp: I think this is | something we might ask Mr. Darling to do at 
some time. a 
Mr. DARLING: I certainly am prepared to do this at whatever time the 
Chairman wishes. ll 


Mr. Stewart: Mr. Chairman, I would like to return to the point which | 
Mr. Regan raised. In his testimony before the committee last week at page. 749 
Mr. Darling referred to the royal commission report and the document now 
before us. He referred to a succession of general rate increases and then 
went on to say: yi 

These increases, with increasingly great severity, had been bearing ~ 
on the various parts of the country. Large elements of competitive rates — 
were not sustaining the same increase and were thrusting the burden ~ 
on non-competitive areas. 


y 


Sal 
Fit HY. 


Now, in the following paragraph he says, in essence, that the problem 
of that royal commission was to find some answer or solution to the period : 
and successive horizontal increases in freight rates. H 

I assume, Mr. Chairman, that it was this situation which prompted then 
appointment of the commission to which Mr. Regan was referring when he | 
will become a bill at the next session, an attempt to deal with that specific | 
problem which Mr. Darling suggested was the problem sent to the commis-— 
sloners, or is this document intended to be a solution to another matter referred _ 
to by Mr. Darling when he goes on to say: oy 


—the commission was to consider the setting up of a system that would | 
make for a healthy railroad system in Canada. . 


Mr. DaruInG: Mr. Chairman, I do not think these are separate issues. : 
In dealing with the problem of how to avoid the impact of general increases, i 
the commission saw the solution in a healthy transportation system which, in 
effect, was able continually to reduce its costs and absorb the increases in cost | i 
by greater productivity. It would seem to me the first question was the problem — 
of the system and the solution was in fact the setting up of a healthy cal ,. 
portation system, freeing it from the side issues where it more or less had 
been an instrument of national policy and carried a burden upon it. The 
commission made the provision for the transferring of the existing subsidies 
in the specific field where they would apply directly; some would be Phas } 
out and others would be continued for reasons of national policy. m 


Mr. STEWART: Mr. Chairman, may I ask Mr. Darling whether he is con=— 
vinced that the scheme or legislation here before us, which presumably is 


the problem which prompted the establishment of the royal commission on. 
transportation, as he, himself, has summarized these problems at page 749? 


Mr. Daruinc: I think the answer is yes. This largely is the result to be 
anticipated from the enactment of the bill. However, as I mentioned before, 
the bill does not provide for a continuing freeze. It does of course provide for. 
a five year period in which certain rates will not be subject to the maximun 
if they are not increased. However, certainly the expectation is that as a resttil 
of the different orientation which the industry will have, the need for this type 
of increase gradually will disappear. Railways in fact ree meet increases as 
they require them on certain types of rates, and so on. , 


Mr. Stewart: In the first volume of the report of the royal commissi 
at page 11 you will find this passage: a 
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The railways’ status as an instrument of national policy, which had 
proved to be no encumbrance during the monopolistic period of trans- 
portation, was now turning out to be an albatross around their neck 
—a burden which certainly affected the degree to which the railways 
could adjust successfully to the new environment in which they were 
operating. 


Let us assume the commissioners were correct in making this statement; 


r I would like to ask what aspect of national policy is being abandoned in this 


scheme in this legislation so that the railways are to be freed from this alba- 


tross? What aspects of national policy are being abandoned? 


Mr. DARLING: They are not being abandoned entirely. There is the policy 
in respect of statutory grain rates. The railways now are to be compensated 
for this. Therefore, this means they will not be required to maintain these 
rates at that level with their own resources; they will be supplemented by the 
subsidy provision for the grain rates. 


Mr. BALDWIN: May I add that there are two aspects; one is that in general 
the legislation does not abandon anything; it adds to it by introducing new 
features of national policy, and perhaps, a most important feature is the idea 
that where the government feels as a matter of national policy, as distinct 
from transportation policy, that certain things should be done, it may require 
that these things be done which may not be economic. If they are uneconomic, 
the railways should be paid for the uneconomic portion of that by the taxpayers. 
You might describe that as a new aspect, although we think it really is an 
extension of things which already have developed. To the extent it is abandon- 
ment I would prefer to describe it as a variation in the approach to the rate 
making function. 


Mr. STEWART: Along with the suggestion made earlier by Mr. Lloyd 
that Mr. Darling prepare a statement later to be read into the record, may I 


suggest on this particular point that Mr. Darling or Mr. Baldwin might do 
| precisely the same thing. I think it would be most useful to us to have on the 


a ——— re 
— _ 


record an expanded statement of what Mr. Baldwin has now said. 

May I ask one final queston. Much of this ground already has been covered 
by Mr. Regan. How is it envisaged that this scheme of regulation will affect 
the actual freight rates in the Atlantic area, specifically the maritime provinces? 


What do you anticipate will be the rate changes, if any? This presumably is 


a reasonable question? 


Mr. DaRuinc: I do not think there would be any radical change in such 
rates. The competitive factor in the maritime always is increasing and it 
will continue to be a factor. 


Mr. STEWART: When you talk about the competitive factor there, would 
you not have to distinguish between the competition within these provinces 


and competition in traffic moving between these provinces and Quebec and 


Ontario? Would you say in relation to both parts of this that competition 
is increasing at such a rate that it would make the provisions of this Pronger 


legislation reliable as a basis for a freight rate structure? 


Mr. DaruInc: Yes. I think this would be so. Competition is becoming 


_ more pervasive throughout the area, and on the longer distance as well. 


a 


Mr. STEWART: What evidence do you have of that? 

Mr, DARLING: Well, there is the growth in truck transportation. 

Mr. STEWART: Have studies been made of this? 

Mr. DarLING: I am not aware of any specific work. We might have some 


data that we could prepare. I have here the waybill analysis for 1963. 
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Mr. Stewart: Mr. Chairman, again might I suggest the same procedure — 
in relation to this. I would like to have a paper at a later time prepared on 
this so that it might be printed in the record and not necessarily read into 
the record. 


The CHAIRMAN: That is a very good idea. 4 


Mr. Haun: I would like to follow up the point Mr. Stewart brought up. 
I think it would be very helpful to all of us if we have some fairly specifie | 
data so that we can see the impact of this bill on the rate structure. I believe i, 
many of us, like myself, really are not familiar with the rates which apply. © 
Therefore, I wonder whether it would be possible to have this type of informa- — q 
tion provided, taking Toronto or Montreal as a starting point, giving the — 
existing freight rates from either of those two points, let us say to Vancouver : 
and to Halifax; that is, the rates of any competitive carriers that would be ; 
available on those routes as things stand now, and also rates that could be 
charged by the railroads if this bill were passed. In other words, I would 
like to know the maximum rate that could be charged by the railroads if this 
bill were passed. 

Mr. DarRLInG: I do not believe the information here would be of too great | 
help to the committee. Freight rates exist in enormous numbers and in almost — 
equally great variety. I do not think anyone can offer a statement saying what — 
the rates would be after the bill is passed. We are not prescribing rates. This — 
would depend on the actual situations. The whole essence of the bill is thata 
the rates will be determined by the railways and the shippers. No one will be 
in a position to predict. 


Mr. Stewart: I think the problem is that in this bill we are doing two. 
things; we presumably are allowing the railways to operate more competitivel ai ; 
and on the other hand we are going to have an effect on the rates that shippers ~ ( 
have to pay shipping from two points. Now, if the bill allows the railways © 
under the maximum provision to raise rates to a point where they start to q 
impinge on our national policy and we have to throw a subsidy in to prea 
a new complete transportation between two points, I think we should be aware 
of this. In other words, what are we actually doing with this bill; what is 
the actual impact going to be in respect of freight rates? I think this is the 
crux of the bill. q 


Mr. Daruinc: I think the major impact would be in those areas where — 
competition is taking its newest and most intense forms. It seems to me that 4 
this is where freedom is now largely lacking. There is of course at present | 
a very great freedom for the railways within certain areas to make rates, — 
whether they be competitive rates, or agreed charges. These powers will con- — 
tinue to exist and operate. It is in other areas where possibilities are seen for 
the railways to improve their position. These are in areas where there are , 
special movements, special equipment, special volumes and quantities, and } 
specialized means of transport. These will be the areas to be affected and 
where it will immediately make the biggest difference between the passage 
of the bill and its not being passed. I am not able to to say how far this will go. ~ 


Mr. BALDWIN: I wonder if it would help, following the questions you are — 
developing, Mr. Hahn, if we should prepare one type of statement. As Mr. — 
Darling said, we cannot explain what the rates will be because they will be 
subject to competition, except where there is no competition. That is a key © 
point perhaps, because that is where your maximum rate formula should 
come in. It is not easy to say what the maximum rate formula would mean 
in any way because of any one line or any one commodity. This would be based — ; 
on a pretty detailed cost examination by the board of transport commissioners, 
but it might be that we could prepare something in the way of a more detailed 
statement of how that formula is intended to work, having regard to what 
Mr. Stewart and Mr. Lloyd had in mind. 


p i 
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_ Mr. Haun: I also am trying to find out in what way we now have a regu- 
lated system of rates. 
Mr. BALDWIN: It is a partially regulated system, yes. 
Mr. HAHN: There are some areas in which there are competitive factors 
because of other means of transportation; and by taking the rates off, com- 
petition will come into play. The rate that the railway can charge may not be 


| the rate that they do charge. They may be forced to go below the maximum; 


and there will be areas where competition does not come into play. In this 
area the railways presumably will be going to their maximum rates. What I 
am trying to find out is if there are areas where, by going to their maximum 


| rates, they will be upping the rates above the rates which now exist. 


Mr. BAaLtpwin: I do not think they will necessarily, in such areas, be 


| going to their maximum rates. I think the way the legislation would work 
| would be that if someone feels he is being charged too much, then the railway 
legislation provides a method by which he can appeal and get a so-called 
| maximum rate passed under a specific formula. But it does not necessarily 
_ mean that in this area the railways will be going up to the so-called maximum 
| rate. This is a protective device, if you like, to ensure that someone who feels 
| that he may not be getting fair treatment will know there is a formula to 


protect him. It will give him a maximum rate, but I do not think he can 


assume that this is the rate which will be charged by the railways in non- 
competitive areas. They may not go up to that at all. 


Mr. Haun: Is there any way that we can get what I am trying to get 


_ at, that is, the impact of this legislation upon freight rates? Would it actually 
_cut out the freight rates? What could happen in the legislation to freight 
| rates in non-competitive areas? 


Mr. BALDWIN: I would like to think about this. It may be that we can 


| work out some examples to give you an answer in terms of principle and 
_ philosophy. 


Mr. HAHN: What I am getting at is this: if the railways do go to their 
maximum rates, if you decide to apply them in some non-competitive areas, 
would the maximum rate which the railways could charge be double or treble 
what they may now charge under the regulations? Because, if this were pos- 
sible, it could have a serious impact on certain parts of the country. 


Mr. Cope: Yes. I think it might very well be that the railways could 
institute a maximum rate; or it might conceivably be that the rate would be 


coming down. 


Mr. Haun: I think there is a different problem. The information I am 
trying to get could be left to Mr. Darling, to see if they could come back with 
information which would answer this problem. 

The CHAIRMAN: Now, Mr. Horner. 

Mr. Horner (Acadia): Like Mr. Hahn I have an interest in the impact 
on freight rates that this proposed legislation would have. My first question is 


this: am I right in understanding that the board of transport commissioners 


will accept or use the costing formula as used by the Canadian Pacific Rail- 
way? 


Mr. DARLING: You mean as set up by the Canadian Pacific Railway? 
Mr. HoRNER (Acadia): Yes. 
Mr. Daruinc: I do not know. The board will work out its own formula. 


‘There is nothing in the act whereby it must use that particular formula. 


Mr. Horner (Acadia): In the act it states that the railways shall study 


whether a line is uneconomic and therefore apply for abandonment. Of course 


784 | oy STANDING commirres Me 


they are using their own T Aract ce What I ane be ow is ‘this, i ine $s 


think of several specific cases of this. The end result is that you have the board’s 


of transport commissionners going to accept their cost analysis, or would » re 
have a cost accounting system of their own in regard to these abandonments? | 
Mr. Daruinc: I think the board would make its own system and satisfy. 
itself. It might coincide more or less with an existing system, but me board 
will be expected to set up its own system. a 
Mr. Horner (Acadia): Has this been the rule in the past, do you know? _ 
Mr. DaRLING: You mean with regard to line abandonment? q 
Mr. Horner (Acadia): Yes, with regard to line abandonment or other | 
costing. a 
Mr. DARLING: The board has set up a system. q 
Mr. Horner (Acadia): Are they not identical with the railway practice? 


Mr. DARLING: They may or may not be. The board has made changes from 
time to time in the costing figures which have been produced before it. I can 


costing system. That there should be a measure of agreement is not by defi 
nition reprehensible. It may lie in the similarity of the factors. ‘" 


Mr. Horner (Acadia): In the competitive rates area does not competition 
drive the railways to rates lower than those which are compensatory at times? | 


Mr. Daruinc: As you are aware the act attempts to provide against such 1) 
an eventuality. The rate must now be compensatory. 4 


Mr. Horner (Acadia): As long as it is felt that in a non-competitive area 
it carries a greater share of the overhead or costs, is there any rule in the 
proposed bill whereby this can be safeguarded? 


Mr. Darutnc: I would not agree with that general statement. Where the 
overhead is carried is not a simple answer. A lot of commodity rates, because | 
of the volume in which they move, do carry a considerable share of the over= | 
head. There are of course a great variety of rates. You may have the same 
physical movements, and there may be a dozen different levels of rates charged 
for some of those commodities on single movements, so that the overhead 
may be more in some cases than in others. Or in the aggregate their share 
may be very small, where their movement may be very slight. This cannod 
be accepted as a general statement. . , 


Mr. Horner (Acadia): Well, within the accepted or non-competitive areas, 
it may not be by you or other people, but in the non-competitive areas, ‘if 
you are wondering, Mr. Baldwin has given an example of the effect of this 
bill or a proposed bill similar to it. In answer to a question earlier, you agreed 
that you are going to abandon a rail line for one shipper and make the grain 
grower haul his grain a further distance. Then you say that grain is not paying 
its own way, and that we are going to have to pay a subsidy. a 


In the light of these two approaches to this non-competitive area, hor y 
does Mr. Baldwin substantiate that the railways could haul the amount | f 
grain that they did haul in the last couple of years and yet not improve their 
financial position? 


Mr. DARLING: We are not taking any position regarding the desirabiian Mi 
or not of a subsidy on grain. Looking at it purely from a mathematical pol 
of view and strictly from logic, over a period of years there were genera 
increases. But grain did not take these. It may be for very good reasons, put 
the fact that it did not mean that other rates paid more than they otherwis 


culation, and by the same token if a grain subsidy is not put in, then surely 
the railways would have to look elsewhere to recover the same revenue. — 
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Mr. Horner (Acadia): In making that statement you are assuming that 


} _ the railways have lost money in hauling grain over the years. 


IE a ee 


Mr. Darutnc: The bill does not say that. 
Mr. Horner (Acadia): That is a statement you just made. 


Mr. Daruinc: No, I did not say that at all. I said I was leaving that ques- 
tion neutral. I am saying from the fact that the grain did not take the increases, 


the railways had certain revenue requirements and had to meet them out of 
other rates than grain rates. 


Mr. Horner (Acadia): This is the very thing I am objecting to. They say 
that because the railway rates were held low on grain, other people had to 
pay more. Therefore the railways lost money. 

Mr. DARLING: I mean that the railways may be making money, from grain, ~ 
but from the mere fact that grain did not take the increase, it seems to me 
that the other rates had to take a bigger increase. 

Mr. Horner (Acadia): Let us look at competitive rates. Did they take 
the rail increase? ; 

Mr. Daruinc: They took some increases, not only the general, but also some 
particular increases. But that is not the point I think which you are making. 

Mr. Horner (Acadia): I am trying to look into the future to see what 


| effect this abandonment of control of railways has had in a sense, or will have 


over freight rates. Now, turning myself to the non-competitive area, I see that 
you will limit the price which may be charged for cost. 


Mr. Dartinc: There are a considerable number of competitive rates, and 


agreed charges applicable between eastern and western Canada, and competition 


is already a factor in this movement. 

Mr. Horner (Acadia): This is true in some areas, but there is not nearly 
the competition that exists in other parts of Canada. 

Mr. Dartinc: No. But if one wishes to pinpoint it, there are no minimum | 
or compact geographical areas where one can say that these are non-competitive. 
Locally anywhere in the country short-haul competition is almost all pervasive. 
Certainly this is so in the province of Alberta. But there are types of long-haul 
movement where competition is not a factor, and there are other types where 
competition is very intense. It is impossible to generalize. These movements 
are not concentrated in any particular area. They may exist in various parts 
of the country, and only apply to certain commodities here and there. 

Mr. Horner (Acadia): I think it was generally agreed in western Canada, 
and I know that in the prairie provinces that three governments accept the 
position that they are in a non-competitive area with regard to rates. 

Mr. DarLinc: I was thinking of it in terms of your internal traffic. 

Mr. Horner (Acadia): Maybe not so much in the case of internal traffic. 


_ Iam talking more about trans-Canada traffic. 


Mr. Daruine: There have been increases in the number of competitive 
rates, and there are of course competitive carriers or highway operators across 
the country. ! 

Mr. Horner (Acadia): You do not feel that in turn in this whole area, as 
I understand it, in Bill No. C-120, you are putting the onus on the shipper to 
prove that in the case of goods he is shipping out of his area that it is a non- 
competitive area, and that he must prove what the rates must be? 

Mr. Darutnc: He must establish that there is no other practical means of 
transportation open to him. 

Mr. Horner (Acadia): Could not the onus be put on the other side of 
the ledger? Is it not a case of every man being innocent until he is proven guilty? 
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Mr. DarLine: Would it not be better to let him speak on his own behalf? ‘§ 
If the railways were left to set it, they might find where he had competition “a 
when he himself did not think that he had. a 


Mr. Horner (Acadia): I feel that this is one of the areas where some _ 


changes should be made, and I feel it in the case of grain rates and grain ~ 


producers and in the combined effect of branch line abandonment and the sub- — 
sidy. How do you feel? How can you people make these claims in the light of — 
the figures and experience that I have had in my handling and hauling of grain. © 


Mr. DARLING: We make no such claims. Any grain rate legislation provides 
for the payment of any deficiency in the revenue over the cost. If there is no 


deficiency, then there is no payment. Any excess of revenue over the variable . q 
cost is credited. This is deducted from the contribution to overhead as provided ~— 


for in the bill. If the railways can successfully rationalize their grain handling ~— 
operations, they will greatly reduce their cost, and then they would receive 


no subsidy and on account of a deficiency of revenue below their costs and ~ 


the amount they would receive as a contribution to fixed costs would be greatly — 
reduced. The bill does not state that this exists, but it provides for the benefits — 
when found to exist. 4 

Mr. HorNER (Acadia): You may say that the cost exists. But now let ~ 
us turn to non-competitive areas. In the 17 per cent increase of some years — 
ago, this was moved back to 10 per cent. But most of it went as a subsidy on 
goods moving from western Canada, or a lot of it. , 

Mr. DARLING: I cannot answer as a fact where this went. 


Mr. HorNER (Acadia): I think there is evidence before this committee 
about it and in other places, and it is a fact that the prairie provinces benefit — 
percentagewise because of the low value. 

The CHAIRMAN: Now, Mr. Crouse. a 

Mr. Crousz: I have many questions to ask, but one question which puzzles ~ 
me concerns the manner in which you reach a determination whether a line — 
is economic or not; I mean a branch line. a 

The CHAIRMAN: Are you getting into specifics here? We were trying to ~ 
discuss the background of the bill, and after that we planned to start with ~ 
rates, branch lines, and passenger service. If you have a question on the © 
background of the bill, I suppose it is all right. Could you frame your question — 
having that principle in mind? A 

Mr. Crouse: Yes, I think so. At the moment I am thinking of branch © 
lines in my constituency. | 

The CHAIRMAN: I know. 


Mr. Crousre: I am rather interested in how you would determine the 4 


economics of this area? Do you do it by determining the freight going into ~ 
a certain area or the freight which originates in that area, or by a combination — 
of both? The line I am thinking of is a branch line in Queen’s county © 
which services the Caledonia area. It runs from Bridgewater to Caledonia. — 


Now, if that line were abandoned it would have a considerable effect on the — 


people coming into the area as well as on the freight which leaves it. It would ~ 
certainly have an effect on the town of Caledonia. Where do you start to figure % 
the economics of these branch lines? If you should abandon the branch line — 
from New Germany to Caledonia, for example, it would have an effect on — 
the shipment of mineral products as far west as Winnipeg, and it would have 
an effect on the shipment of lumber from Caledonia to Halifax, because at — 


the moment the railway carries lumber from Caledonia to Halifax. But if the a 


line were abandoned, it would be necessary to load that lumber on trucks atu 
Caledonia, and those trucks certainly would not stop at Bridgewater to reload | 
the lumber on to the railway. They would surely carry it straight through tog in 
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Halifax, and this would affect your freight. I am curious to know where you 
start to equate the economics of branch lines. I hope my question is within 
the orbit of the Chairman’s ruling. 

Mr. Cope: You have established a specific question and perhaps we might 
dispose of it at this time. 

; The CHAIRMAN: I would not like to think that we were getting into branch 
| lines right away, because no one has been dealing with specific cases up to 
| this point. However, if you wish to dispose of it at this time, you may go 
ahead, if it is the wish of the committee. 


Mr. Stewart: It seems to me that Mr. Crouse has raised a very specific 
instance, and the very question that we should be dealing with, in referring 
to a complicated system which would be applicable to any particular portion, 
or the effects of which would be apparent throughout the entire system. If 
we can assume that any question concerning branch lines is relevant, then 
surely this is one. 


The CHAIRMAN: Perhaps so, if not in too great detail. 


Mr. Crouse: I merely mentioned the details to assist in presenting the 
problem. But I submit it could apply to all branch lines right across the country. 


Mr. Cort: First of all, in evaluating the economics of branch lines, revenues 
are taken into consideration. These are the total revenues from the origin to 
the destination of any particular movement. These can no doubt be pinpointed 
to the revenues associated with the movement of a particular product. If there 
is a branch line in the maritimes, and if there is a shipment whose final destina- 
tion is western Canada, the total revenue of that movement may be taken 
into account. In railway terms the total revenue associated with the movement 
of any goods from central Canada to that branch line would be taken into 
account. On the cost side, the costs which are taken into account are the total 
costs associated with the operation of that particular branch line. In addition 
to that, there are variable costs of the movement of goods from the originating 
point to the destination point. 


For one thing, you have your fixed plus your variable costs, and your 
branch line plus your variable cost on traffic moving over other parts of the 
system as an indication of the difference between revenues as I have described 
them, and of the costs as I have described them. 


The CHAIRMAN: Are there any other questions of a general nature? 


Mr. BALDWIN: This does not mean that the off branch line situation is taken 
into account in the cost of your actual branch line. The formula is slightly in 
favour of the branch line. 


Mr. Haun: I have one more question which might be answered by way of 
information. This deals with the problem of subsidies. Would it be possible to 
get us a breakdown of the subsidies currently paid, and a breakdown of sub- 
sidies estimated under the provisions of this bill? 


Mr. DARLING: Yes, certainly. 


The CHAIRMAN: Now you will recall that the next group of clauses relate 
to rates. I was hoping for some time that we might limit our questions to rates. 
What clauses are they, Mr. Darling? 


Mr. DARLING: These start with clause 17 on page 21 and carry on to page 
26 of the bill, with clauses 17, 18 and 19, roughly speaking. 


Mr. Wincu: According to the information given last year when rates were 
taken up, Crowsnest rates were clauses 17 to 21. Are you going to include 
them both together? 


Mr. Daruinc: No. That is a separate subject. 
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Mr. Cowan: When Mr. BAnwin was. giving ee de pine ae He was 
interrupted for lunch time. When I came back in the afternoon to ask a ques- 
tion, there were only you, Mr. Chairman, and Mr. Baldwin here. At page 20 
of the bill, under clause 329 (a), you have a definition as follows: ay 

(a) Atlantic port means any of the ports at Halifax, Saint John, wes’ t 
Saint John and Montreal, and any of the ports on the St. Lawrence 
river to the east of Montreal;. wy 


Has Montreal ever been called an Atlantic port before this revised bill? _ 4 
Mr. DARLING: It is only here for the purpose of a grouping of rates which 
are in the same class. These are the rates affected by the bill. The term could 
have been something other than Atlantic port. a 
Mr. Cowan: I think it should be. Montreal has been classified as a great 
lakes port, on the St. Lawrence Seaway. I am interested in the water level of , 
lake Ontario, but I hope that Halifax does not wish us to raise the level of 
Bedford basin, as the next move. Montreal is a great lakes port now. a 
Mr. BALDWIN: We are trying to find a definition for a group of ports for 
rate making purposes, not necessarily for geographic purposes. iy 
Mr. WincH: Are we to have the minister with us this afternoon? H 
The CHAIRMAN: He has so indicated, provided we can meet this afternoon. a 
Mr. WincH: Now that we are getting into details would you permit a ques- j 
tion on a particular principle or policy in the bill or only on the bill? 4 
The CHAIRMAN: I may only permit what you allow me to permit. If the 
minister is here this afternoon I suppose there may be some particular question p 
which you may wish to ask him. But at the present time we should go ahead ‘ 
with rates. by 
Mr. Cowan: If you are going to cut in Montreal and the Atlantic provinces 7 
both, does that mean that Montreal and Halifax are going to be happy with | 
everything that goes on? a 
Mr. DaRLInG: These are winter rates to these ports and the traffic which L 
actually would move to the port of Montreal under these rates is almost | 
negligible; but they are in fact on the same basis as the rate to Halifax and 
Saint John. Rather than split them they could be called Atlantic and St. Law- 
rence ports for the purpose of the legislation. 
The CHAIRMAN: Are there any other questions on rates? 
Mr. GRANGER: The beginning of section 334 (1) in clause 19, says: 
Except as otherwise provided by this act all freight rates shall be | 
compensatory ;— a 
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How will that affect the present rate structure in the Atlantic provinces, 
for instance, on freight to Atlantic ports and St. John’s, Newfoundland? a 

Mr. DaruInG: I do not think now there are any rates in existence that are 
below the compensatory level. On the other hand, the rates that exist, of 
course, will continue where applicable to bear the maritime freight rates 
subvention. The compensatory level will include the subvention. It will be} 
the gross rates that will be compensatable. . 


Mr. GRANGER: I am thinking about the difference existing between the 
eastbound and westhound rates. May we discuss this? 4g 
The CHAIRMAN: Yes. F 
Mr. Wincyu: If so, then may I ask that this include British Columbia. We 
want to know why British Columbia is discriminated against. 


Mr. GRANGER: As I understand it, one of the problems from time to iol 2 
is the difference in eastbound freight and westbound fee These difercn 


ee 


4 exist. Could you give me an outline of why this difference exists and whether 
| or not an equalization can be hoped for in the future? 


nf 
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Mr. Daruinc: There is a very good reason this exists in the maritime 


provinces. The Maritime Freight Rates Act subvention applies only within 
| the maritime provinces and on goods travelling from the Atlantic provinces 


to central Canada. It does not apply to goods moving in the maritime provinces. 


| The reason for this always has been, I think, the reluctance of the maritime 
| industries to facilitate the competition of industries of central Canada in the 


f maritime market by giving them low freight rates. The Maritime Freight Rates ; 
| Act is for the benefit of the maritime provinces and the movement of their 


goods to central Canada. 
Mr. GRANGER: And within the Atlantic provinces? 
Mr. DARLING: Yes. 


Mr. Grancer: Do you foresee, with the passage of the proposed legislation, 
that there can be any upset in the present arrangement? What I mean by 


upset is a revision of the freight rate generally upwards in the Atlantic 
| provinces? 


Mr. Darutnc: I do not see that this is to be expected in any positive way 


7 at all. I think the situation now is that these rates are compensatory; they are 
| not frozen, of course, but there is no reason they should be singled out. 


Mr. GRANGER: You say they are compensatory now, or believed to be. 
Mr. Daruinc: They should be under the existing act; that is, the gross 


| rates including the subvention. 


Mr. GRANGER: The passage of this legislation would not mean that the 


frequent demand for adjustments or requests for adjustments in rates in the 
_ future would be restricted; am I right in assuming that? 


Mr. Dariuinc: That is right. In fact, in many cases it might even be 


facilitated by the legislation. At the present time, the rates tend to take a 


position sort of like that at the intersections of a spider’s web, as it were. 
If you depress one, there is a whole area around the bottom which similarly 
is affected. So, the railways are not in a position to take care of individual 
situations; this means they must more or less forgo looking after an individual 
shipper in this respect. 


Mr. GRANGER: We are particularly interested in this because the Atlantic 
provinces supply a captive market for railway transportation, certainly at 
least for part of the year, and to a great degree all over the year. That is all 
for the moment, Mr. Chairman. 


Mr. Wincu: I have a question on the same principle. You are not going 


i to get me away from the situation in respect of the differentiation between east- 
- west and west-east. Under the proposals here is there anything at all that will 


mean the correction of a situation which, as you know, we always have main- 


/ tained is outright discrimination against the province of British Columbia 
| when shipping east. 


Mr. Daruinc: Well, first of all, there are a great variety of rates. The mere 
existence of difference is not ipso facto an indication of an inequity. The 


- reason for the rates being very low going to British Columbia, of course, is 
the very favourable competitive situation which exists going in that direction. 


Mr. Wincu: You say it is competitive going west to British Columbia, 
but then they have to come east again, because whether it is a box car or a 


mitruck, it still has to come east. 


Mr. Daruinc: This is true. Of course, there are some competitive rates mov- 


ing in the other direction. I just do not know what the volume is. This is some- 
Ye thing determined by the factors in the market situation. 
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Mr. WINcH: Under this clause is there any possibility of mona ion of 
freight rates so far as British Columbia is concerned, east-west? a 


Mr. DARLING: Not on the mere claim that the rate is different. If there is an — 
indication of an undesirable twist in the structure, then this is a matter for am 
national policy consideration. : 


Mr. WincH: Then, could the witness give me one sensible reasonable 
answer with reference to why there should be a difference in east-west to west-— ; 
east in respect of British Columbia? 


Mr. DARLING: Of course there are many reasons for the difference. I can 
only think that there are different forces or competitive factors. Offhand I do : 
not know why this should be. 


Mr. WINCH: I am sorry, Mr. Chairman, but I cannot understand why there | 
should be a competitive difference between east-west and west-east. As I said © 
a moment ago, a box car goes to British Columbia and it has to come back, anda 
if a truck goes to Vancouver it has to come back. Now, where does the competi- — 
tive factor come in; why does it cost more to ship east than it does to ship to — 
British Columbia? We do not have any maritime freight assistance in British — 
Columbia. q 


Mr. DARLING: The volume of movement is greater moving west and there 
is more competition there between the Canadian and United States railways. — 
One of the factors which has influenced the competition is that California is : 
a closer point of supply. The matter of why the difference should exist in any i 
one case I think would be something which would have to be studied in respect - a 
of the actual conditions which have arisen. I do not think there can be any q 
hard and fast reason. They might cover a certain prevailing movement in one — 
direction and not in the other. q 

Mr. WINcH: If this continues, I think you may have a greater separatist 
movement in British Columbia than you have in Quebec. a 

Mr. STEWART: Now we are on this matter of rates specifically, I would like q 
to ask two or three questions. At the top of page 26 in the bill, subsection (9) 
of the proposed new section 335 says: A 

This section is subject to the Maritime Freight Rates Act. q 


i M 


Would one of the witnesses spell out what legal situation will result as a. q 
consequence of this subsection? ‘ 

Mr. DarLInc: Well, this would refer to the preference in respect of rates 
on goods going to select territories, namely the Atlantic provinces, under the © 
Maritime Freight Rates Act. The ce of the board now is to see that these 
rates are maintained on the basis authorized in the act. Where the standards — 
change, it is the duty of the board to see that the Maritime Freight Rates Act is” 4 
in force and in harmony with the changes. . 

Mr. STEWART: Let me ask this: Here I am trying to discover the effect off 
the present proposed legislation; let us assume that on a particular commodity — 
moving from Halifax to Montreal it is decided, through the processes set up 4 
here, that only the maximum rate can be charged. How will the provisions of 
the Maritime Freight Rates Act, which are geared to provide and set prices in 
relation to certain other rates, intervene in relation to this maximum rate, 
assuming that they do not coincidentally strike at the same figure? My under- — 
standing is that the Maritime Freight Rates Act is overriding this act. Are yous 
saying that a whole set of operating calculations will have to be maintained in 
order to apply the Maritime Freight Rates Act? You will have to know what thel 
rate, against which the maritime rates would be compared, would be in order 
to decide whether or not the maximum rate provided under this formula here 
would apply. q 


_ RAILWAYS, CANALS AND TELEGRAPH LINES 791 


Mr. DARLING: This is what is done today, of course. These tariffs are pub- 
lished and they state on their face that they conform to the Maritime Freight 
Rates Act, meaning that those rates have been authorized by the board. If I 
understand your question correctly, you are saying if the maximum— 


Mr. STEWART: May I try again? Let us assume on a particular movement 
of goods, once a decision is made that there is no significant competition—to 
use a clumsy expression—that the maximum rate ordinarily would apply. 


Mr. DARLING: Yes, but under the Maritime Freight Rates Act the rate that 
the shipper would pay would be the net amount. It will be the gross rate that 
_ will be measured by the standards of the act, and it is the net rate that is paid 
by the shipper. 

Mr. STEWART: I think we are not communicating. 


Mr. Cope: I think the answer to your question is that the shipper would 
benefit from the lowering of the two rates. 


Mr. STEWART: In other words, two separate sets of duplicate calculations 
would have to be maintained at all times. 


Mr. Cope: I think perhaps you confuse this question of sets. Certainly 
in maritime freight rate matters there are a number of rates established, and 
there are some things you can describe as sets. However, I do not envisage 
the maximum rates in the same way. These probably would be rare and 
would be applied for, and special situations would come into play. So, you 
will not have two elaborate sets of recordings. You will have one elaborate 
record probably, and another series of applications of the maximum rate 
formula. 


Mr. STEWART: Mr. Chairman, I may wish to return to this whole subject 
later. 


The CHAIRMAN: Are there any further questions on rates? 

Mr. REGAN: Well, Mr. Chairman, would the matter of discrimination in 
rate making fall under the general topic of rates? 

Mr. DARLING: Yes. 


Mr. REGAN: I would like to pursue that matter for a moment or so if I 
might. It seems to me that the royal commission recommends that the railways 
shculd have more freedom in making rates. The bill repeals the prohibition 
against discrimination so long as the rate does not fall below the variable 
cost. If they keep above the variable cost the railways are free to discriminate 
| against any shipper or locality. First of all, do you agree that the situation 
| I just have described is accurate? 

Mr. DARLING: Yes; that essentially is so. 


Mr. REGAN: Then, do you see any danger in the railway being able to 
discriminate to this degree in setting its rates as between various competing 
shippers, between similar products, or between localities? The railways is left 
a very wide limit with regard to the rate that it can charge two competing 
shippers with similar products. Is there not the possibility that a railway 
having a special interest in a company or shipper might use this rate making 
freedom to discriminate in favour of that particular shipper by giving him 
a lower rate than it would give to a competitor with a similar product? 

Mr. DarRLinG: That possibility, in theory, could exist. In fact, the royal 
commission did make one recommendation with respect to your suggestion. 
This is included in the bill and actually refers to the question of the piggy- 
back rates. This appears in clause 10 on page 16. It is subsection (9) at the 
top of the page. This requires that similar facilities be provided for all truckers 
where the railway has its own trucking service. This, in fact, was one of the 
cases which you are mentioning, I believe. 
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- Mr. REGAN: Yes. ctommunne! ; this ‘particular instance, regarding i é 
operations, protection is provided against discrimination by this clause. 4 

Mr. DaRLInG: Yes. | epteetiee | Petar el a 
! Mr. REGAN: But do you feel it is wise, where there always has been in 
the past prohibition against discrimination that, other than the protection 
provided for this particular class of shipper, all other shippers are left to the 
tender mercies of the railways. ) a 

Mr. DARLING: I think it must be assumed that the bill is going to be 
neutral in its wording. It does not assume that shippers all are possessed of 
inherent virtue, nor is it assuming that the railways have original sin. One 
can provide for all types of antisocial acts, but is this necessary? To me this 
seems to be a case where if it exists it should be dealt with with specifically; 
otherwise the whole purpose of the bill could be undermined by hedging around | ; 
to meet the hypothetical problems. ie 

Mr. Recan: Surely, Mr. Darling, you do not suggest that having a provi- — 
sion in the bill providing that the railways could not discriminate—and so 
that a shipper who felt there was discrimination would have power to appeal- 
in any way would affect the freedom of the railways to operate as is envisaged 
by the principle of the bill. a 

Mr. DaRuING: I think it might in some cases. i. 

Mr. Recan: Then you are suggesting that the railways should be free to. 
discriminate between shippers? ‘ 

Mr. DARLING: Yes, in certain instances. ae 

Mr. Recan: What beneficial result would you envisage from this? — 


Mr. DaruInc: I am thinking of cases where there are new forms of trans- 
portation. We may have new industries established which are using new 
methods of manufacture on a larger scale. They want transportation all over 
the map. When they look at what the highway services have to offer, there 1 
complete gamut of service they can choose; they can use the common carrier by © 
hire, they can use a compact carrier, or they can use their own trucks and all” 
different types of trucks. They have all this available. If the railway is to meet _ 
this type of competition and be tied to strictly common earrier functions, they 
are not going to get this kind of traffic. ie 

Mr. Recan: Then you are suggesting that where there is an existing in- 
dustry making a competitive product, the railway should be able to offer this” 
new industry a lower rate for transporting its goods in order to obtain the 
‘business; that is, a rate lower than that which it is giving to existing industry. © 

Mr. Darutne: If the traffic can be handled at the new place at substantially 
lower cost, then the railways, in order to obtain the traffic, should be permitted | 
to handle it. a 

Mr. Recan: I do not think I follow you. | a 


Mr. DARLING: What we are covering here is the possibility of the railways 

tailoring their services to any type of transportation. vi et 

Mr. Reagan: What I am saying is that this bill gives the railways freedom | 

to quote one price to company A and another price to company B in respect 

of the same type of service. Is that not correct? a 

Mr. DARLING: Yes, that is correct. it: ' 

Mr. Rrecan: That is not a question of giving a different type of service; i 

a question of the same service. In view of the ever-expanding octopus that 

Canadian Pacific Railway is and the fact that they are involved in many t: 

of operation, can you not see a danger in that they might choose to give a b 

ter rate to a company in which they are financially interested than they wo 

give to another company which is a competitor, for exactly the same type 
service? i 


aii 
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Mr. DARLING: Here again I think this is a problem that would better be 


solved by an investigation of the issue itself rather than provide against it in 


the act. 
Mr. REGAN: Despite the fact that there would be no limit set under this 


bill except by subsequent statutory enactment. 


Mr. BALDWIN: The reason we are trying to make the distinction in clause 9 


is that we recognize the need for a review of something which you might 


describe as discrimination. This becomes terribly difficult in law under the new 


_ vehicle with regard to rate making which would allow the railways flexibility 


_ to meet a competitive situation. That does not mean that we reject the need for 


some right of review of particular problems. This goes back to my earlier com- 
ments in respect of clause 9. 


’ Mr. ReGan: Do you agree that the bill is removing what we have had in 
the past—that is a prohibition against discrimination—and is replacing it merely 
with the power that if it is felt the public interest is a factor an inquiry can be 
ordered. The inquiry does not have the power to do anything other than make 
findings. Is that accurate? 


Mr. Core: We have had no prohibition against discrimination. Now there 
are several different groups of rates; there are the class rates and the com- 


petitive rates,.and in between these groups there can be discrimination. 


Mr. REGAN: You say you have had no prohibition against discrimination? 
Mr. Cope: Not over-all prohibition. 
Mr. REGAN: Perhaps not over-all—although I would like to consider that 


- point—but certainly the effect of the entire system of rate structure has been 
such as to provide effective prohibition against discrimination between in- 
dividual shippers. Is that not accurate? 


Mr. DarRuincG: I think you have to consider the context. 
Mr. REGAN: May I have an answer? 
Mr. Cope: I might think of this for a minute. 


Mr. REGAN: Fine. It is not only a question of discrimination between 
shippers, but it seems to me that this freedom in rate making in respect of 


commercial and individual shippers also can be used by the railways to 
determine whether a shipper can or cannot enter a market; that is, for in- 
stance, whether Halifax can or cannot compete on equal terms with other 


North American ports. If you can quote various specific different prices, then 
you can push them to whatever port you decide is going to be used for a 
commodity thereafter. Is there not a danger of discrimination in that regard 
also? 

Mr. DarLING: First of all, surely the aim of the railways is to increase 
the volume of their traffic. They are not going to act in any way that will cut 
off their noses to spite their faces. They will try to maintain rates that will 
move this traffic. Let us remember, because of the very nature of the com- 
plaint you cannot remove it entirely. For any given rate system, for a shipper 
there is some point beyond which he is kept from shipping because of the 
height of the rate. This exists under any situation and who should determine 
where this limit is? You can reduce that rate 50 per cent and extend the 
market, but all this will do is probably put him tantalizingly just outside 
reach of another market. It seems to me that the point of the commission’s 
policy is that this should be determined by the competing factors of the rail- 
ways and shippers. 

Mr. Recan: Are you not incorrect in saying that the purpose of the rail- 
ways and their aim is only that of moving traffic? 
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Their aim is surely that of ‘maximizing ein net income, hes if they 
achieve it better by concentrating all products of a certain nature into one 
market, or into one shipping point, then perhaps this is more economic for 
them than to move those products a greater distance. I mean that it iis ‘ 
them greater revenue in the over-all picture and produces the economies of 
size and concentration. 
Mr. DarLING: I would say that to enable them to achieve this would in i 
effect involve them in a very obvious distortion of a rate structure whicha 
would become obvious and eligible for study under clause 9. I do not think 
you can assume that the railways are in effect going to produce such a distor- 
tion. It might arise for various reasons, and if so, it could be handled on ani 
ad hoc basis. The commission was very insistent that these proposals would { 
not mix with the existing system of regulations. Volume II, page 85 makes 
reference to the maximum rate proposals “‘solely as a replacement to existing 
rate cee On, not as an extension of it. The old controls and the new will 
not mix”’ Be 
I nla say that a large part of the reason for discrimination will be in q 
effect taken care of by the growth of competition. The commission felt this. 
would spread and would eventually become a powerful deterrent against © 
some types of discrimination. But in any event it seems to me to be difficult : 
to assume that any carrier would permit it. 4 
Mr. Recan: Let us assume the provisions of this act require a great amoulia : 

of good faith in what the railways will do without adequate protection being — 
actually provided for the public interest. Their good faith in relation to this | 
may be questionable because of some of their past practices. For instance, A 
for the moment, many have indicated that they lost on some of their operations, é, 
when the royal commission figured the loss to be much lesser than seemed to be : 
accurate. I refer in general to their actions in seeking abandonment of their ~ 
services. Of course this may apply more to the Canada Pacific, because I think | 
the Canadian National has seen the error of its ways in that regard. But in 
view of the deceptive tactics practised by the Canadian Pacific Railway, « do 
you not think that this is a tremendous amount of trust which has beer ni 
placed in them not to discriminate and not to take advantage of their right to. 
freedom and not to act to the disadvantage of one locality and that the body 
of trust that has been placed in the railways system may be misplaced? “a 


he 

Mr. Daruinc: I would not agree at all with the main premise of your 
question. I think the purpose of the commission’s proposal is to regard the rail 
ways as other transportation industries are regarded, as just another business. 
These possibilities exist in other businesses. There has been less security there 
for public interest, and yet no great problems seem to arise. a 


Mr. REGAN: Other businesses are not monopolies in the sense that a railway i 
is a monopoly in this country. . 


Mr. DarLING: The railway is not a monopoly today. There are certaia 
industries which possess a small element of monopoly just as much as does the 
railway. Because regulation of freight rates has been a long accepted thing, 
there has arisen an attitude of distrust of the railway companies. Whether i it : 
is justified or not, I do not know, but I do not think it should be imported 
into the statute. If there are problems arising, they will be dealt with ad hoc. 


Mr. Haun: Perhaps I might ask Mr. Regan why it is that he thin’ "| 
the country, the world, the railways, and the Canadian Pacific all conspired 
to wipe out the city of Halifax? Now getting back to the rate structure, as I 
understand it the maximum rate provision applies when a shipper decla 
himself to be captive, and that he has no other practical means of shipme i 
other than by the railway. Having initiated the rate, the railway has s 1g 
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gested the philosophy that he should then apply to the board to have the 


maximum rate set. However, he is then obligated to make ali his shipments 
over the railway for the period of one year. . ee 


Mr. Daring: That is right, but only for those shippers affected by the 
maximum rate. | | Beis Wit oh. 

Mr. HAHN: Does this not provide a possible problem in the great lakes area 
where seasonal factors may come into effect? The shipper may well ship 


‘in the summer season from one great lake port to another, or down to the 


coast by water carrier, but it may suit his economic interests. But in wintertime, 
when that method of transportation is not available to him he may be 
forced to go to the railway, and have the railway as his only other means 
of shipment. Under these provisions, he would be forced, as I see it, to make 
all his shipments throughout the year by railway or lose his ability to have 
the maximum rate set out for that portion of the year when he is obligated to 
ship by railway. 

Mr. DaRuinG: If your shipper has water competition for six to eight months 
a year, he possesses a big club over the railways. This is in fact what 
does happen where the railways are forced to bargain to obtain the traffic 


the year around. The shipper is not really captive in the full sense of the 
word. 


Mr. HAHN: I think that the shipper should be able to take advantage of 
low water rates in summer and still get a fair deal with his shipping rates in 
winter, when this kind of transportation is not available to him. ee 


Mr. DARLING: Well, he does. There is nothing to indicate that the railways 
would be without some constraint to give him a good rate when they stand to 
lose his traffic. There are winter and summer rates into and out of the 
great lakes area. I do not think that any of these rates are close to the maxi~ 
mum level necessarily, though they might be. But if the railway were to grant 
him traffic for six months of the year, or for a full year, it seems to me that 
they would be more prepared to make a dicker than they would otherwise, in 
order to get this traffic throughout the year. Each shipper must take his own 
circumstances into consideration. If he wishes to use competition when it ap- 
pears, then he should not bind himself for a year. 


Mr. Haun: Why should he not be able to use the cheapest means of trans- 
portation in the summer season, and be assured that when he goes to the rail- 
way in the off season the railway is not going to hammer him unduly? Why 


should the railway not still be obligated to give him 150 per cent of their 
variable? Wah; 


Mr. DARLING: Simply because he will only be shipping for a few months 
of the year by rail. I wonder after all if he is not still dependant on. his cir- 
cumstances. If you are talking about water competition, you are taking in 
large part of bulk traffic. He can in fact bunch his shipments so that the 
majority of them go out by water. Then it is up to the railway, if they wish 
this traffic, to give him a suitable rate in wintertime. This does happen in the 
United States where there is a special rate on iron ore which applies from 
Duluth to Buffalo, but only for the off season. The railways have every incen- 
tive to capture this traffic in winter by means of rates under which they can 


hold some of it in summer. I do not think the shipper is a captive. This is my 


view. 


Mr. STEWART: I want to go back to something we touched upon several 
times, and I would also refer to Mr. Regan’s recent line of questions. I think 
it is quite clear there is specifically a clash between what we might call national 
policy and the business interests of the railway company which might occur, 


and that clause 9 of this document does not solve the problem resulting from 
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such a clash. The disparity of these clashes depends on the question of whether 4 
or not there is competition. My question is simply this: what studies are avail-— ; 
able to the Department of Transport on the prevalence of competition, and how ~ 
deeply has this been studied in relation to manageable areas of the country? 
Do we know what the situation is in the prairie provinces? Presumably we do — 
know what it is in central Canadian areas, but has a study been made of the © 
maritime provinces. “sy 

Mr. DaRLING: Well, one source of information is the one per cent waybill | 1 
analysis prepared yearly by the board of transport commissioners. This divides a 
the rates in several ways. They use them in three territories: the maritimes, — 
eastern, and western; and the movement between those territories. When it con- — 
siders traffic moving at various classes of rates such as class rates, commodity — 
rates, both non-competitive as well as competitive; the amount of traffic mov- o) 
ing under agreed charges, and the amount moving under the statutory grain a 
rates. 4 

This shows a breakdown by regions of the proportions of traffic which — 
move on the competitive rates, within regions and between other regions. For 
example, in the western region it shows the commodity rates moving within a 
western Canada. As an example 1,615 were at the so-called non-competitive 
rates, while 1,287 were at competitive rates. q 

This is not to be taken in a hard and fast sense, of course. The competitive — 
factor can be present even where the rate is not necessarily labelled as com- q 
petitive. A good deal more information of that type can be gleaned from a os 
study like this. » 

Mr. Stewart: I am particularly anxious because I know there are mem- al 
bers from other parts of the country who are aware of the situation in the — 
maritime provinces. The question I wish to ask is one of opinion. Have you © 
as a result of having examined these waybill analyses come to the conclusion, — 
as mentioned earlier, that there is a sufficiently increased rate of competition — 
within the maritime provinces and between the maritime provinces and the ¥ 
central Canadian market to make this broad scheme of legislation one which © 
will not be contrary to what one might call the national interest? 


Mr. Dariinc: Yes, I believe that is so. 
The CHAIRMAN: Are there any other questions on rates? 
Mr. RecAN: I think we should adjourn. 


The CHAIRMAN: We are through with rates for the present time, and we ~ 
shall go on this afternoon after orders of the day, at 4 o’clock. 4 
Mr. BaLpwiIn: May I make one point briefly for the record. There was 4 
something which I was not able to locate earlier when Mr. Winch raised the ~ 
question of non-rail assets of the Canadian Pacific Railway. I have been claw- 
ing through the royal commission report to find the passage that I hoped tom 
find. There is a section there I would like to draw to the attention of the — 
members in case you wish to refer to it, in this royal commission report. It — 
explains the philosophy in reaching the conclusion which is reached. It is to be a 
found in volume II, at pages 72 to 76. ' 
Mr. Crouse: Is there implementation of those rules proposed in this bill, 
and is it going to bring about a change in operation of the C.N.R. which will — 
do away with its annual deficits? a 


Mr. Dartinc: The deficits proceed from a number of accumulated factors — 
including accumulated past deficits. There is of course a recapitalization bill for 
the C.N.R., and presumably it will deal with them. Bi 

Mr. Cowan: What year is that? I am only 62 now. 


The CHAIRMAN: Mr. Pickersgill will be here at 4 o’clock. As you and 
know, we do not know what the house will be like this afternoon, but I always 


ff 


Ls 
b 


cath 
t. 
TT 
, 
‘ 


RAILWAYS, CANALS AND TELEGRAPH LINES 797 


say 4 o'clock. I would like to add if we are not started by 4.30 p.m. I shall not 
ask the witnesses to stay. So do not be surprised if you come in at a quarter 
to five. 
Mr. STEWART: You will proceed with the other portions of the presentation? 
The CHAIRMAN: We are through with rates now. Mr. Pickersgill will 


answer some questions on the background of the bill. He has already made a 


presentation. 


AFTERNOON SITTING 


The CHAIRMAN: The minister has not arrived yet. However, he will be here 
shortly and I would suggest that we proceed at this time with the next problem 
in the bill, namely the question of grain rates. 


Mr. Darling will answer any questions put by members of the committee. 


Mr. Daruinc: Mr. Chairman, I might say that this is found in clause 16; 
it starts at page 17 and extends over to page 21. 


The CHAIRMAN: Yes. This refers to the Crowsnest pass rates. 


Mr. Forbes: Mr. Chairman, I would like to put a question which has come 
up in connection with the Hudson Bay Railway. It is claimed there is a 
diversion charge for diverting the grain from certain lines to the Hudson Bay 
line. I would like to know who gets this diversion charge; is it the C.N.R. or 
the elevators? 


Mr. Daruinc: Mr. Chairman, I think this is a question that will have to be 
addressed to the railways, but we possibly could get some information on it. 


_ Mr. Forpes: Are you saying that the board of transport commissioners 
does not know what rate the railway companies charge? 


Mr. DARLING: I understand it goes to the elevators. 
Mr. ForsBes: Then the elevators get the diversion charge? 


Mr. BAaLpwIn: I am informed that this is a special charge laid by the 
wheat board which goes to the elevators. 


The CHAIRMAN: Gentlemen, the minister has arrived and perhaps we could 
revert to the main subject of our discussion, which was the background of the 
bill. Mr. Winch asked to hear this subject reopened this afternoon when the 
minister returned. 


Mr. WincH: Mr. Chairman, I would like to put a question for clarification. 
On the fundamental basis upon which Bill No. C-120 was drawn and upon 
which we will have a new bill next session will the minister explain whether 
this was drawn strictly for the railways or does it have any connection or 
bearing on a national transportation policy. I want to put my question that 
way because, in my own mind, I cannot conceive of us ever resolving our 
problems in Canada without a national transportation policy. Does this have 
some bearing and relation thereto and, if so, in what manner? 


Mr. PICKERSGILL: Well, if I may look at the bill, sir, the first clause now 
before us reads: 
It is hereby declared that the national transportation policy of Canada 
is the attainment of an efficient, balanced and fully adequate transport 
system by permitting railways and other modes of transport to compete 
under conditions and sharing that, except in areas where a transport 
monopoly exists,... 


I draw particular attention to those words: “in areas where a transport monop- 
oly exists” or a virtual monopoly on the part of railways exists, and in this 
regard it is our view that there should be strict regulations. I continue: 
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that answer. i 


(a) Regulation of rail transport with due regard As the patianal inter ¢ 
will not be of such a nature as to restrict the ability of railways to s 
compete freely with other modes of transport; 4 ‘ff 


(b) each mode of transport, so far as practicable, pays the real costs off 
the resources, facilities and services provided at public expense; and 


“ (c) each mode of transport, so far as practicable, receives compensation — 


for the resources, facilities and services that it is required to provide — 
by way of an imposed or statutory duty; a 


And the provisions of this act are enacted in accordance with arial 
for the attainment of so much of the national transportation policy as 
- . relates to railways under the jurisdiction of parliament. Bi 


iy know that is rather a large mouthful but, as I understand it, it means 
that it is the view of the government that apart from areas where the railway a 
has something approaching a monopoly—it does not need to be a total monopoly _ ci 
but a virtual monopoly—where we feel in the interest of the public the only a 
way they can be protected is to have relatively strict regulations, but in other — a 
respects the railways, whether they are competing with trucks, with ships or © 
with planes—and they compete with all of them, even with rotor cars—_shoul ay 
be as free to compete-as other modes of transport, and that as far as prachicabla m 
the users of the railways and the users of other modes of transport should — 
pay for it instead of the taxpayers. That is roughly what it amounts to and that | 
is as I understand it from my reading of the MacPherson report. That is the 
basic report that, was made and that is what this bill seeks to do. Of course, — “ 
there is one very large exception to that, apart from what is called captive | 
traffic; the other big exception is the traffic in grain, where the Crowsnest pass — 
rates are to be maintained. I do not know that I can add very much more to q 


Mr. Wincu: In the preparation of what you called this big mouthful a toon q i 
moments ago may I ask if in the drafting of the broad principles of this bill. 
you related the numerous and voluminous arguments presented to yourself and — 
the fect ent by the truckers association? 4 

- Mr. PICKERSGILL: Well, I am not sure because I inherited this bill, if I may a 
say so, while certain changes were being made in it. I presented it to parliament — 
and I do not think it is any secret that it was very largely drafted when my q 
predecessor, Mr. MclIlraith was the minister. Drafting began when Mr. Balcer sy 
was the minister, and there has been no fundamental change in the ea 
from the time of the previous administration, as I understand it, to the presenuy ‘a 
time. But, when arguments were presented to the government which seemed to a 
have sufficient force we made certain adaptations in the draft we prepared 
with a view to presenting to parliament, as far as we could, a bill that would — , 
be satisfactory and one which would not have to be changed still further. 
There is no doubt that some of the views of various interests, not just the — 
truckers, have been taken into account. But we have never assumed from that ‘a 
that all these interests who were concerned by this bill would not come pefore dl 
the parliamentary committee, make their representations, and put forward — 
certain arguments against anything in the bill that they thought ought to be 
changed. 4 

~Mr. Wincn: Of course, another question must follow. Is it government y 
policy that all these phases of railway operations should be based only on 
present or future economic operations without taking into consideration all the 
hundreds of millions of dollars of grants by way of money, land, mninetall 
resources and so on? ss 
Bi." 
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Mr. PICKERSGILL: In answering Mr. Winch’s question I propose to draw the 
attention of the members of the committee to this paragraph at page 75 of 
| volume II of the report of the royal commission, which reads as follows: 


Therefore, on principle, and on all the implications of the principle, and 
for reasons associated with the objectives of National Transportation 
Policy, we do not recommend that assets and earnings of railway com- 
panies in businesses and investments other than railways be taken into 
account in setting freight rates. 


. Mr. WIncH: I have read the report and I understand it. Therefore, this is 
| strictly a matter of government policy. I do not have any information in respect 
of the Canadian National Railways because this information is not published 
| but, to put it briefly, I do find that there is information relative to the Canadian 

| Pacific Railway, as found in catalogue No. 52-202. At the end of December, 1963, 

' cash subsidies and expenditures on construction amounted to $106,280,334 and, 

-in respect of land grants, $43,962,546. Now, so far as the Province of British 
' Columbia is concerned, I have considerable knowledge of the value of those 
| grants, how they are utilized and in what way the revenue is going to the C.P.R. 

| I will use the example of the E and N, which originally was not built by the 
C.P.R. but by the Dunsmuir interests. It was taken over by the C.P.R. with all 
| the rights and privileges. As recently as last year, on the grant alone of one 
section of forestry, they realized some $55 million. Is it not government policy 

' to take the operating revenues into consideration? 


/ Mr. PICKERSGILL: Well, if I may go back to the bill, it does refer to the 
| real cost of the resource facilities and services that are invested. Whatever 
' may have been the situation in the past I think it has been the view of this 
' commission, and I think we have taken the view, that if the railways are to be 
| maintained on anything like an economic basis, the resources that are applied 
to carrying out the railway services are those that have to be taken account 
_ of at the present time. 

Mr. Wincu: Is the minister aware that almost every year the C.P.R. is 
| forming new companies, incorporating companies and so to handle the grants 
and to utilize the mineral and timber rights which they received as gifts from 
the people of Canada? I hope you know they are doing this. Only last fall 
| two new companies were formed in British Columbia. Are you saying that you 
_ are not going to take into consideration the money which the C.P.R. is receiving 
| through these incorporated companies, through free grants made by the people 
_ of Canada, by which they are realizing hundreds of millions of dollars. 

Mr. PIcKERSGILL: Would the corollary of your argument be that they 
should not charge anything at all for carrying freight? 


Mr. WincuH: I beg your pardon? 
Mr. PIcKERSGILL: Would the corollary of your argument be that the C.P.R. 
_ is deriving so much revenue from these other assets that it ought to carry 
all the traffic free? 
| Mr. Wincx: Of course not; I am not that stupid. But, in my opinion it should 
be taken into consideration. 

Mr. PICcKERSGILL: To what extent do you think it should be taken into 
_ consideration? 
Mr. Wincu: As revenue from the operations of the C.P.R. 
| Mr. PICKERSGILL: In other words, if they make enough revenue out of their 
_ other assets you are saying that they should not make anything out of the 
_ railroad. 


Mr. Cowan: Mr. Winch is talking about grants made to the railway. 
Mr. PICKERSGILL: I do not think he talked just about that. 
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Mr. Cowan: It was quite clear to me. 


Mr. PICKERSGILL: Perhaps my perception is rather slower than yours, but 
I will catch up with you. 


The CHAIRMAN: Have you a question, Mr. Muir? 


Mr. Muir (Lisgar): Mr. Chairman, I have a supplementary question. Is it a — 
fact that the mountain rates were set for a certain cash consideration plus some 4 
of these grants which Mr. Winch mentioned with regard to the Crowsnest pass § 
rates? 


Mr. PICKERSGILL: It would be possible, I think, to frame legislation which — 
would take account of every advantage given to the C.P.R., and to say thatm 
everything they ever had made or were now making on any of these other 
assets should be recorded and pooled with the revenue they make from the © 
railway and that they should not be allowed more than a certain return on the 
whole; that their rates should be set low enough to ensure that the return — 4 
would not go above that figure; but I ask you to consider what the truckers © 
would say about that kind of competition, if rates were set on that basis. The 
is why I put the question to Mr. Winch, which he said was foolish. Granted, - 
it was a foolish question but it was carrying this point to the extreme; if you | 
are going to take all sorts of extraneous factors into account and insist that the { 
C.P.R. sets rates taking account of all these other revenues, then every other — 
carrier who has not these other revenues to supplement their own could be 
undercut, and I think it would be very difficult to have any national transporta- — 
tion policy on that basis. a 

Mr. Krnpt: Mr. Chairman, let us revert to Mr. Winch’s question. Apparently — 
it has more in it than the minister is implying when he speaks of extraneous j 
revenues. I know of plenty of oil leases in the west on which the C.P.R. still — 
reserves rights and are receiving royalties. q 

Mr. PICKERSGILL: Yes. y 

Mr. KinptT: By the same token, therefore, there are other assets which are ; 
producing revenues, such as the one Mr. Winch mentioned. Now, you can go 
right down the line and you will note that all these have risen from the business 
of the corporation. Why should they not be taken into consideration when you 
are taking into account costs, revenues and so on. iP 

Mr. PICKERSGILL: Dr. Kindt, I believe you have a lot of agricultural ex- 
perience. I do not know eather or not you yourself homesteaded but there 7 
are old men, such as myself, who actually remember homesteading, when for — 
a ten dollar ree you could get a quarter of a section of land, as my father did | 
in 1911. I remember that very well. We were not very lucky on our particular q 
homestead, but I believe there are a lot of those homesteads where the farmers ‘ 
got mineral rights; where oil was struck and they have done pretty well out | ’ 
of them. There were other cases where the mineral rights were reserved and 
they did not. But, would you say a farmer who owned the mineral rights, after q 
striking oil, would not be entitled to get anything for his wheat? ‘ 

Mr. ForseEs: But this question of Mr. Winch applies to grants. This is what _ 
has been referred to. 

Mr. WincH: I presume that this act will not be changed too much durin 
the next session, but could you tell me on what basis taxpayers should sub-_ 
sidize railway operations when they are making millions of dollars out of free 
grants by the people of Canada. 4 

Mr. PICKERSGILL: I do not think they should subsidize it at all, and the 
purpose of this bill is to get away from subsidies. q 

Mr. WINCH: You have subsidized here. a 

Mr. PIcKERSGILL: Only for specific costed items. There is no general 
subsidy of any character in this bill; the whole purpose is to find out what 
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these services really are costing, and if they are worth continuing in a social 
interest but are not economic, then we are prepared to pay something for 
them, but if they are not worth enough socially and they are not paying the 
idea is to do away with them. So, this is to put the whole thing on a paying 
basis and not make it a drain on the treasury. 


Mr. WINcH: I have one more question. As I pointed out, under 52-202 
this committee can get information on the Canadian Pacific Railway. 

This committee seeks information from the railway companies of aids 
whether by land or by money. But if we check, as I have checked, catalogue 
No. 52-201 of the Canadian National Railways, there is no way by which we 
can obtain that information, similarly in the case of the Canadian National 
Railways. Most of them go back to the Grand Trunk, as well as to the 
Canadian Northern Railway. Is it possible to obtain that information concerning 
land and grants and so on? 


Mr. PICKERSGILL: I think it would be possible. It might be rather difficult 
because many of those companies have been extinguished in one way or 
another. 


Mr. WINCH: I can assure you that when I read about the Canadian 
Pacific Railway a lot has been taken over, and yet company by company the 
information is there. 


Mr. PICKERSGILL: I will have the matter looked into, and I shall be glad . 
to se what can be done. Offhand I do not know what state those records would 
be in; it would involve quite an historical research project for somebody. 

It is a fact that the Canadian National Railways are not making much 
revenue out of these things now. I do not know that it would have much 
bearing on the Canadian Pacific Railway. 


Mr. WINCH: Now that the minister is here may I repeat my last question, 
that is the question of the transport commissioners not having prime authority 
over certain actions, but that the commission of three, under the Minister of 
Agriculture will have final authority. Can you give us any information why 
the prime authority should not rest with the board of transport commissioners. 


Mr. PICKERSGILL: Well, I think it was felt—as I understand the views of 
those who originally drafted this legislation, and certainly speaking for myself, 
I can say—that there was a very considerable feeling that since most of the 
rail line abandonment that was in contemplation was on the prairies and was 
directly related to the carriage of grain, it was felt that the problems that 
were to be dealt with there were not the kind of problems that the board of 
transport commissioners normally concern themselves with, but a very dif- 
ferent kind of problem, such as the question of whether if this branch line 
might be losing money, it was still in the public interest to keep it going. We 
thought there ought to be a special board set up to evaluate those considera- 
tions, one which understands perhaps better than the kind of people who are 
normally appointed to serve on the board of transport commissioners. 


Mr. WincH: Has this not always been the responsibility of the board of 
transport commissioners? 


Mr. PICKERSGILL: Yes, it always has, and there has always been a good 
deal of complaint about it, particularly from the grain growers of the west. 
It was felt that if we attempted to rationalize the railway structure in western 
Canada in order to keep down the cost of the cartage of grain within reasonable 
proportions and yet make sure that we dit not deprive the western farmer of 
the essential facilities to carry his grain, we needed some people who have 
special competence to look at these problems. It is not so much to look at 
the problem of the railways, which is what the board of transport commis- 
sioners is primarily concerned with, but rather to look at the problems of the 
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users of those lines, and their importance in ‘the ees eee a econom 
and particularly in the economy of the prairies. 

The CHAIRMAN: Now, Mr. Lloyd. , By 

Mr. Luoyp: Mr. Chairman, I have a question Sipolemien tens to. Mr. 
Winch’s observation with respect to subsidies. I refer to the historical grants 
of land to the railways to induce them to undertake construction of these a 
systems of rail lines. I am only familiar with what our economic history tells 
us about it. I do not know the technical relationship or responsabilities between | 
the government and the Canadian Pacific Railway or the Canadian National — | 
Railways. It would seem to me that in so far as rate making is concerned — 
what you say is profoundly correct, that you have to keep a rate structure © 
which maintains the competitive position of the alternative transportation 
systems which are available to the users. The only other thought I have in- 
mind is this: you will still be involved in or exposed to subsidy operations; 
and there will still be those cases where the government by way of policy may a 
want to maintain certain services and are willing, it may be, to undertake to 
pay some further subsidy for that purpose. a 

I think before this bill is passed once and for all we should examine the 
past conditions of land grants, and whether there is any expressed or implied — 
obligation on the part of the railway companies to carry through certain ren 
sponsibilities. I think this should be cleared up. Maybe it has been done already @ a 
I do not know, but it certainly should be cleared up. 

Is there any express or implied obligation on the railways at least the 
negotiations with respect to these subsidies that you might get exposed. tom 
might be worth looking at, even though it does not affect the railroads. BY 


Mr. PIcKERSGILL: I think that is a matter which is bound to be debated _ 
very hotly, and on which there will be conflicting views. I shall endeavour — 
between this time and the time this bill goes before the House of Commons at rh 
the next parliament to look into it for you. I do not know that we can do very 
much about implied conditions, because it would depend on the nature of the “a 
implications. But as far as explicit conditions attached to any of these grant 
not necessarily the land grants, or any advantages given to the Canadian Pacific 
Railway or indeed to any of the ancestors, if I may put it that way, of the Cana: 3 
dian National Railways are concerned they might be looked at. hm 4 

Mr. Luoyp: I am only suggesting it, Mr. Pickersgill, really as a procedural _ 
step to be taken in anticipation of a debate so that the debate will at least be 
on questions of fact and not on suppositions. 

Mr. PICKERSGILL: I much prefer to find out the facts rather than to ree 
about what they are. ia 

The CHAIRMAN: Now, Mr. Muir. 

Mr. Murr (Lisgar): I would like to inquire a little further into the subjeetl 
of rail line abandonment. As you know, the amount of abandonment requested — ! 
on the prairies by the two railway companies has been variously estimated at 
from 3,000 miles up. Now obviously, anything of that magnitude is going to 
cause dislocation particularly in regard to our export grain situation. But as I 
understand it, the railways feel it is in the national interest, and the govern-_ sh 
ment is prepared to pay a certain subsidy in order to keep those lines open. Is ” 
there any feeling that you have in mind as to the total amount of subsidy thaty 
you are willing to pay to the railways? q i 

Mr. PICKERSGILL: The figure in the bill is $13 million per annum. a 

Mr. Muir (Lisgar): Is this going to be paid on top of the subsidies we ore 
already paying them? r 


Mr. Pickerscitut: No. The so-called subsidies that are now paid, the oi 
million rollback, I think it is usually called, and the $50 million which came 
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about at a somewhat later date, that $70 million roughly is contemplated to 
disappear when this bill comes into operation, and the only subsidies which 
will then be paid are those which are included in the bill. 

Mr. Murr (Lisgar): I suppose it is a little too early particularly because 
| we have not set up the authority to deal with this situation; but do you have 
any guess of the number of railway lines or miles which can be kept open > 
| with that $13 million a year? 

| Mr. PICKERSGILL: No. I just think it would really not be very helpful for 
ime to guess, because I think one can say with certainty that no government is 
| going to allow a line to be abandoned that is carrying a large quantity of grain, 
| whether or not the losing position of that particular branch may be good or 
| otherwise. On the other hand, I think you know there is a classical case in Mani- 
toba where there were two lines on the south side of the Assiniboine running 
| between Portage la Prairie and Winnipeg, which ran at times only about 100 — 
| yards apart; and that the Manitoba government made a request that we should 
| not even defer abandonment of one of those lines, but they later withdrew it. 
I do not know why. But they certainly wanted to build a highway along there. 
|There really is not much excuse to have both of them there. They are both 
| Canadian National lines side by side, and it would not cause any hardship to 
|! any farmer to have one of them taken out. 


! Mr. Murr (Lisgar): I have another question which comes to my mind. 
' Before any abandonment is allowed, there are certain things which have to be 
| done. 

| Mr. PICKERSGILL: That is right. 

Mr. Muir (Lisgar): One of them is that once a railway abandons a line it 
‘immediately places the costs of transportation or the means of transportation, 
| that is the road system, on the provincial government or on the municipalities. 
'I would hope that no line would be abandoned before those facilities were at 
least up to the standard that they could to some degree at least replace the rail- 
way line in the job that they have to do. 

| Mr. PICKERSGILL: That is precisely one of the factors that the rationaliza- 
' tion authority would have to take into account. 

: Mr. Forses: May I ask a supplementary question? In order to arrive at 
‘how far this $13 million subsidy would go, is the subsidy to be paid on a per 
bushel basis or on a per mile basis? 

| Mr. PICKERSGILL: Neither one of them. It is to cover the loss on the line, 
whatever it may be. If the railway makes a case that it wants to abandon a 
line because it is losing money on that line, the authority will say you have to 
keep it open because it is in the public interest; and then they will look at the 
account at the end of the year and pay the loss. 

Mr. Forses: You mean the total loss on that particular line? 

Mr. PICKERSGILL: Yes, on that particular line. 


| Mr. Pascor: My question has been asked. But I have a map here showing 
'what are mostly Canadian National Railway applications for abandonment. 


Mr. PICKERSGILL: You know how they arose? 


| 

| Mr. Pascor: Yes. Now that this bill is going to be withdrawn, and it may 
| not come back next year, what is the situation with respect to these applica- 
tions for abandonment? 


| Mr. PICKERSGILL: They are all completely frozen and they will stay that 
| way. The railways are not proceeding with any of these applications. I do not 
Pthink they are proceeding with any on the prairies, although we nearly 
'did proceed with one of which I spoke to Mr. Muir. In some other parts of 
ppbe country there may be a few cases where they are being proceeded with 
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because nobody thinks the line ought to be there. But as far as any very 
long lines are concerned, they are all frozen. " 
The CHAIRMAN: Now, Mr. Stewart. é a 
Mr. Stewart: I have two questions. At page 162 of volume II of thea 
report of the royal commission a suggestion is made for the establishment of 
a transportation advisory council. Evidently it was thought that the legislation — 
which is now being considered would be incomplete, that is, it would not 
completely cover the transportation field inasmuch as some advisory council — 
should be established. The railways understand that the present legislation — 
will be supplemented sooner or later, but preferably sooner by implementation — 
of this recommendation. 4 
Mr. PICKERSGILL: I think I would hesitate to try to answer that question | 
because we came to the conclusion that we could not do this at the same time — 
as this bill. As my colleague, the Minister of Labour, said in the house the 
other day, I do not like to set myself a deadline. There is no firm decision — 
made by the government to do this yet. t 


Mr. STEwartT: But it has been considered? 


Mr. PICKERSGILL: It is under consideration. There are quite a number of 
aspects of the MacPherson report which are not comprehended in this bill. Iq 
do not think any of them have been categorically rejected that I can recall. a 


Mr. Stewart: My point in asking the question is obviously that we havea 
in a sense a complete approach to certain transportation questions in the report, © 
yet here is one recommendation which at the moment you seem to have set 4 
aside as far as this legislation is concerned. a 

Mr. PICKERSGILL: That is right. q . 

Mr. STEWART: My second question moves from the Pacific to the Atlantiel 
I want to refer to page 203 in volume II of the MacPherson report where ity q 
refers to the Maritime Freight Rates Act of 1927 and says: a 

The objectives which were put forward in 1927 for the policy of transel i 
portation rate reduction in the selected maritime territory are aun 
incompletely being achieved because of the growth of competition. i 


And then in volume I at page 19 we are told the following: B 


—it would appear that an attempt is being made to preserve the tra- 
ditional railway rate structure, based on differential pricing and cross — 
subsidization, by means of the profits obtained by increasing the level 
of rates in the residual monopoly areas of the transportation system 


My question is this: is it the firm belief of the government that the area 
specifically affected by the Maritime Freight Rates Act will be in a better 
position relatively after the enactment of this legislation than it is now in? 

Mr. PICKERSGILL: I think I would like to consider that question before 
I gave an answer. As you know, Mr. Stewart, what we have done in my 
department, or what we are planning to do in a more extensive way with 
agencies other than my department is to make a study of the whole problem > 
of transportation in the four Atlantic provinces with a view to making sure 
that the amounts of money that are now being paid for transportation—not — 
just for the Maritime Freight Rates Act, although that is a very big part of 
it, but also the other several sums being paid out of the treasury—are being - 
used in the best possible way to provide the best possible amount of transpor- 
tation. That is one of the reasons that this problem is not dealt with in any 
new fashion in the existing legislation. What we are trying to do at the 
present time is to preserve every existing advantage, while the study is being 
completed. 
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Mr. WINCH: I have a supplementary question. Does that mean that basi- 


cally you have in mind the equalization of freight rates across Canada? 


Mr. PICKERSGILL: I think that would strike terror in the heart of anyone 


'who resides in a constituency in any of those four provinces because the 
_whole basis of the charter on reconfederation of 1927—it was called the 
Duncan commission—was that these provinces had a geographical disadvantage 
as compared with the rest of Canada, and that they should be compensated 
| for that disadvantage. 


Mr. WINCH: Does that include British Columbia as well as the maritimes? 
Mr. PICKERSGILL: The Duncan commission dealt with the maritime 


provinces. British Columbia is compensated in so many ways as we all know, 
: such as its higher standard of living, its higher wages, and we are always 
_ told that everybody wants to go to live in British Columbia. 


Mr. Stewart: I would like to ask the minister, in view of the fact that 


| we have only a part of what is eventually a developing plan for transportation 
| here before us, if he would not appreciate in essence that some of us who 
/ come from the Atlantic area have not this particular part of the legislative 
| plan. I would like to hear the minister’s comment on that. 


Mr. PICKERSGILL: Well, I would think that as long as we are making 


_ absolutely sure that there is no injury done to and no advantage taken away 
_ from the maritime provinces they would have just as much advantage as any 
| other part of Canada in seeing the burden of the $70 million annual subsidy 
| which we are now paying to the railways removed from the treasury, because 
those resources could then be used in a more constructive way to deal with 
| special problems of transportation in parts of the country where they need to 
' have special consideration. 


Mr. STtEwaRt: A moment ago I asked a question and the minister said 


that he wanted to think it over. I assume this means we will have an answer 
in the same way as there will be an answer to the questions that we asked 
| this morning? 


The CHAIRMAN: I assume so. 
Mr. PICKERSGILL: I hope you will not try to read my mind too far ahead. 
The CHAIRMAN: Now, gentlemen, we were examining the submission 


made by Mr. Darling and Mr. Cope and, as I said, at this afternoon’s meeting 
' we would finish the section on rates and then go on to the section on the 
_ Crowsnest pass. 


Mr. WINCH: On rates do you include passenger rates? 

The CHAIRMAN: No. 

Mr. BALDWIN: That is a separate question under subsidies. 

Mr. Wincu: Is the minister going to be able to be with us at our other 


' meetings; if not, I think perhaps I should ask questions while the minister is 
here. 


The CHAIRMAN: We could devote the next half hour to this. 

Mr. PICKERSGILL: If you would agree that I might leave at 25 past five 
because at 5.30 I have a meeting with the shipbuilders and I would like to 
have five minutes to compose my mind and change gears. 


Mr. Muir (Lisgar): Mr. Chairman, I would like to have the minister 
assure us that there will be no changes in the Crowsnest pass rates so far 
as grain problems are concerned. 


Mr. PICKERSGILL: I already have said that once and I would be delighted 
to repeat it. I was brought up in the prairies myself and the Crowsnest pass 
rates are a part of the constitution. 
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Mr. Wincu: Mr. Chairman, I am asking this question now because 
minister is here. Perhaps he can give information not otherwise availabl 
would like to ask the minister whether he can comment on the entire questi 
of the railroads’ passenger service. I ask that, Mr. Chairman, because admitted 
I am most concerned. Recently I have read a great deal in the newspape! s 
about the C.P.R. and the C.N.R. being interested in the maintenance and 
building up of passenger service. However, I do not believe it and I challenge 
that statement. I would like to know whether the minister can give us any 
information on this. When I say I challenge this, I will illustrate it, becauem 
in the past ten months I have had a suspicion that one way or another, ‘irrespec- ; 
tive of expenditures and statements by the officials of both railroads, they 
deliberately are trying to kill the passenger service. . 

May I very briefly say that I definitely arranged for people to telephone 
from Vancouver asking for either a duplex or a stateroom and time after , 
time the answer was that these were not available. Then I telephoned per- 
sonally and got the same answer. Then I telephoned saying this is Harold | 
Winch, M.P., calling, and I got it. Then I had a check made on the sleeping 
cars on the days on which the people I had asked to telephone could not get a 
reservations and I found that the sleeping cars were half to two-thirds empty. 
I deliberately have been following this policy now for ten months. I question 
just what is the position of both railroads and I question whether they really . 
want passenger service, or whether they are trying to drive people to Air \ 
Canada or C.P.A. This is my experience. What is your knowledge of this 
matter? Are you convinced that both railroads are interested in building up, 
passenger service? 

Mr. Ouson: Surely we were told only a few moments ago that there is 
something on passenger service in another part of the bill, but that before - | 
we go into that part of the bill we should complete the discussion on tariffs. 


Mr. PICKERSGILL: I think, Mr. Olson, there was an understanding that 
since I am here now and might not be able to be at the next meeting that 
there would be an opportunity to ask me any questions relevant to the billy \: 

Quite frankly, Mr. Winch, I do not know the answer to that question. - bi 
do not attempt to run either railway. It is beyond the functions of the Min-— 
ister of Transport to do so. Once in a while somebody calls my office and says. 
I cannot get a berth on the train or something of that sort, and, Mr. Chairman, 
often they say they cannot get on Air Canada and would I do something for 
them. We always try to help in every way we can. However, I cannot belie 2 
that the railways are deliberately trying to haul their cars around empty; it 
could be. We are going to have the railways here as witnesses and I would 
think that is the time to find out. You can cite your case and give them the 
hardest time possible. 

I just do not know the answer. I do not think it really is part of the 
function of the Minister of Transport to find out. The government, as such, 
is not in the passenger business. It is the railways that are in the passenger 
business. a 


Mr. WincH: You say it is not the responsibility of the minister and, on 
technical terms, I completely agree; but the carrying of coaches is a pa of 
the cost of operation of a railway. N 


“ * 
Ag 


Mr. PICKERSGILL: Yes. oie 
Mr. WincH: If there is a policy whereby they are carrying at less than 
half capacity and yet say there is no space available, then surely that comes 
in as part of a consideration of whether or not they are running economically. 


Mr. PIcKERSGILL: One thing about this bill is that if it becomes an act 
of parliament we will find that out, because it will be our business. Under 
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legislation we are proposing to pay a subsidy to the railways, on a declining 


basis, to the passenger service. If the passenger service is being operated at a 
loss, it would be charged to the shippers of freight, as some shippers think it 
is now. We did not think that people shipping wheat, steel, mattresses or 


furniture should have to pay for somebody else’s passenger transport. We 


are proposing, on a scale which will diminsh from year to year, and ultimately 
end, to provide a subsidy for passenger service. Once we do that we are going 


_ to look at the accounts of every one of these things, because then we will 


have a responsibility which we do not have now. If some of these lines are 
being run and are trying to discourage passengers in order to gain a higher 
subsidy, the railways themselves will lose on this scale, because it diminishes 


| from year to year. 


Mr. PascorE: Would the minister put these subsidies on the record? 
Mr. PICKERSGILL: They are in the bill. 


Mr. GRANGER: I listened with intrest to the minister make his heartening 
acclamation respecting the constitutionality of the Crowsnest pass rates and 


_ I wonder whether he can give us a similar assurance that the freight rate 


structure between the Atlantic ports of Montreal and the far eastern province 
shall remain inviolate despite the new legislation? 


Mr. PICKERSGILL: You mean the rail rates? 
Mr. GRANGER: Yes. 


Mr. PICKERSGILL: Well, I would have to take that question under very 
serious consideration. I think probably if there might be some chance of them 


diminishing, you would not want them to be inviolate. I can assert that the 


government intends to preserve all the advantages accruing to the Atlantic 
provinces, and the eastern part of Quebec, since it comes under the Maritime 


' Freight Rates Act, but this does not mean that some day we may not introduce 


legislation which will increase those advantages. However, there is a de- 
termination that in no circumstances will they be diminished. 


Mr. GRANGER: The advantages will not be diminished. I might say that 


I do not consider that diminishing of the rates is in any way a violation. 


I would like to make one observation. When I heard Montreal described 
as an Atlantic port, I felt very close to home. 


Mr. Recan: Mr. Chairman, I might ask the minister whether he realizes 
that many transportation authorities in the Atlantic region are not in agree- 
ment with the officials that the protection granted by the Maritime Freight 
Rates Act will continue unabated or undiminished after this act comes into 
being, because even if the maritime freight rates assistance act stays in force to 
protect the level there, if this act has the effect of depressing real competition 
elsewhere in the country, then the beneficial rates to be drawn from the 
Maritime Freight Rates Act, we contend, will diminish. 

Mr. PICKERSGILL: I am sure that you will move heaven and earth to see 
that no such disadvantage accrues to the maritime provinces. 

Mr. REGAN: These remarks show insight into character on your part, 
Mr. Pickersgill. | 

The CHAIRMAN: Are there any other questions of the minister? Thank you 
very much, Mr. Pickersgill. 

If there are no other questions, we will carry on with the submission by 
Mr. Darling and Mr. Cope. We are on the grain rates—the Crowsnest pass 
rates—which will be found in clause 16 on pages 17 to 22. Are there any 
questions? 

What is the next subject? 

Mr. Daruinc: Passenger deficit. 

The CHAIRMAN: This is found at pages 12 to 14. Are there any questions? 
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Mr. Foy: They all have been answered. 
The CHAIRMAN: What is the next group? 
Mr. Daruinc: It will be the branch line rationalization. 


Mr. OLSON: On the matter of the passenger deficit, has the minister or 
the board of transport commissioners looked into the manner in which the 
Canadian Pacific Railway, in particular, and perhaps both railways, go through | ' 
the mechanics of making reservations for space? In respect of Mr. Winch’s 7 
comments, I might say that from the experience I have had and from the : 
experience of people in my constituency, there is very definitely a degree of © 4 
truth in this. They have been turned down for weeks, and in some cases — 
for months, in their attempts to get reservations on the C.P.R. passenger ; 
trains, particularly the Dominion. I asked this question on the floor of the q 
house and the acting minister of transport, Mr. MclIlraith, undertook to refer — 
the question to the Canadian Pacific Railway and obtain some kind of an — 
answer to this question. The report came back through the board of transport j 
commissioners that on every one of the days over that period we had com- i 
plained about there was in fact empty space on the trains that I had complained ~ 4 
about. If there is some kind of an antiquated way of answering these reserva- _ 
tions so that they do not have any control at all over what the air lines refer @ q 
to as “No show” after a reservation has been made, I think first of all 1] 
would like to know if there has been any study of this problem and if not, — 
whether there is some way in which we could have a report from the railwaea 
or a request of the railways to have this information for the committee when — 
they appear before us. 4 

There is absolutely no doubt in the minds of the people in my riding; — 
they believe the railways deliberately are trying to discourage the use of 3 
passenger trains with a view to making an application for their discontinuance — 4 
some place down the line. a 


Mr. WincH: Then your experience is the same as mine? 
Mr. OLSon: Exactly. 


Mr. Kinpt: May I confirm, from my own experience, that the railways are | a 
doing everything possible to discourage passenger traffic. If anyone is in doubt 
about that, all he has to do is travel on a train and speak to the conductor or 
the trainman. I do not want to blame them for divulging information, but 
they have their views and they are willing to express them. I have had this 
view expressed to me on a number of occasions; that is, that there is a deliber-_ ) 
ate attempt on the part of the C.P.R. to curtail passenger service. 

On the question of getting berths, on occasion I have telephoned and waited 
for a day and a half for the people in Calgary to give me word whether orij 
not I could obtain a berth from Calgary to Ottawa. The delay in time in giving © 
that information, when it is just a matter of telephoning Vancouver, is unpar- © 
donable. i 


Mr. WINCH: How many vacancies did you find when you boarded the train? q 
Mr. KinptT: The train was half empty. i 


Mrs. RipEouT: I would like to make an observation regarding this passen- 
ger subsidy. This rather disturbs me, because it seems to me that whenever ~ 
anything new is attempted it always is started in the maritime area, which is 
true of the red, white and blue fares. I think it is rather a shame that it is 
not generally known that in the maritime area there is not a deficit in the 
passenger service; they do not go behind financially; but when you have the | 
over-all picture, we are included with the whole group. Is it true that in the 
maritime area they do not have to be subsidized for passenger service? — a 


Mr. Cope: I would think the railways would have to answer this, but if it 
happened that the railway loses no money on passenger service, to that extent _ 
there would be no subsidy paid. 


i 
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| Mr. Cowan: Are there so many Hesnie leaving the maritimes that there © 
are no deficits on the passenger service? 
| Mrs. RIDEOUT: They are all coming to the maritimes. 
The CHAIRMAN: There are representatives of the railways here and I sup- 
pose these remarks are noted and I expect they will come prepared to answer 
|this particular type of question when we resume the sittings of the committee. 
| However, I hardly think the minister could answer this specifically. 
! Mr. OLSON: I would like to know whether the minister or his officials can 
|}answer now whether they have asked the railways for a report in respect of 
ithe system they use in taking reservations when people are being turned down 
/and there is space there every day. 
Mr. PICKERSGILL: Well, I can say quite categorically that in the thirteen 
/months I have been Minister of Transport I never have. I do not know whether 
}or not any of the officials have. But, perhaps it would be interesting if Mr. 
'Cope or Mr. Darling could tell us precisely what jurisdiction the board of 
| transport commissioners has over passenger traffic. I do not think my depart- 
‘ment has any jurisdiction as such. Perhaps we ought to have someone from the 
board of transport commissioners come to the committee and explain the eco- 
/nomics of their control over it because, quite frankly, I could not answer it. 
Mr. DARLING: Mr. Chairman, I might say that one of the purposes of. the 
board of transport commissioners is to hear complaints on this matter of 
“service provided by the railways. I do not know whether or not they ever have 
' been approached on this particular problem. 
Mr. BALDWIN: But they do not have jurisdiction over the internal manage- 
iment of reservations. 

Mr. DARLING: No, only in the adequacy of the facilities provided. 

Mr. WINCH: You say the adequacy of the facilities provided. 

Mr. Daruine: Of the service generally. 
| Mr. WINcH: Then it does not apply to being able to get on board so as 
ito take advantage of that. 
Mr. PICKERSGILL: There seems to be a good deal of interest and several 
‘members of the committee have put questions. I must confess I am quite 
‘interested and I would be glad to be instructed about it. Could we ask to have 
‘the chairman of the board of transport commissioners come and tell us pre- 
cisely what the situation is. After all, he administers the act. I think it would 
be helpful to know what jurisdiction he has in the matter. He may be able 
to throw some light on this question of passenger subsidies, which we are 
going to have to consider in respect of the new bill. 


The CHAIRMAN: Is that the wish of the committee? 


Mr. WincH: Mr. Chairman, that is my very point. I am glad the matter 
‘has been raised and I hope this can be done. If we are going to consider 
passenger subsidy it is not only adequacy of facility we should be considering 
‘but other things as well. They try to stop you boarding but when you do get 
on you find that one half or two thirds of the train is empty. I would like to 
‘know why we have to wait a week before we are told whether or not there 
is a reservation available. When we finally obtain a reservation we find there 
are more vacancies than there are occupancies. 
| 


Mr. PICKERSGILL: That question ought to be addressed to the C.P.R. It 
| would be interesting to know what jurisdiction the board of transport com- 
missioners now has. I do not think the present witness would wish to define 
that. I think it would be better to obtain that information from the chairman 
of the board of transport commissioners, who administers the act. 

21819—4 
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Mr. Otson: Mr. Chairman, I could not answer whether or not the board. : 
of transport commissioners ever received a complaint but this matter has been ~ 
raised in the House of Commons on a number of occasions. I am referring to © 
people waiting four or five weeks for a confirmation of reservations and, to — 
me, this would indicate an inadequacy of service. On that basis surely the 
board of transport commissioners would have an indication that something - 4 
needed to be investigated. : 

The CHAIRMAN: Have you a question, Mr. Hahn? 

Mr. Haun: I have a simple question, Mr. Chairman, in connection with q 
the abandonment of passenger services. i. 

Section 314 (i), sub-section 5 is the section that states where an adequate ~ 
highway system exists the board may approve the discontinuance of a passen- — 
ger train service and so on. Does this mean that the philosophy behind the bill — 
is that if proper bus or private car transportation is available the public g0od@ q 
is adequately served and passenger trains then could be taken off? s 


Mr. PICKERSGILL: Well, you know the classic story about a railroad that a 
was supposed to have been located in the Ottawa valley. There was an inquiry — 
before the board. I do not know where it happened but, the hearing was held — 
and then the chairman suddenly said: ‘I must adjourn the meeting so you — 
will not miss your train.’ All the complainants said he need not worry about — 
that because they all came by car. There were no passengers on the train — 
that day. 


Mr. WincH: Mr. Hahn raised an interesting point, which I intend tol ; 
bring up later. As I read this there is certain authority in respect of the aban- © 
donment of the passenger lines. We have read quite a bit during the last six © 
months on suggestions with regard to dayliner services and the speed-ups ~ 
in between. That is just fine if you are going between Edmonton and Calgary q 
and Vancouver and Kamloops, but if you are going from Vancouver to Ottawa ~ 
it is a different matter altogether. Now, surely there are going to be some — 
promises that in respect of the transcontinental traffic there will not be any 
abandonment; there must be provision for long distance travel, whether it is © 
Vancouver to Ottawa or Vancouver to Regina. You just cannot have a dayliner — 
service and a lunch-counter meal. Is there not going to be protection in this — 
regard? 4 

Mr. Cope: There are two criteria that have to be met before passenger 
train service can be discontinued. The first is that there is an adequate highway — 
system connecting the principal areas on the line and, second, the service has 
to operate at a loss. Now, if a main line service were to qualify it would have 
to be operating at a loss also. f 

Mr. WincH: The trans-Canada highway system is a mighty fine system 3 
between Ottawa and Vancouver but I would not want to travel that route by — 
bus, say, from Vancouver to Ottawa. 


Mr. Cope: I take it your feeling is that the main line service of the rail 4 
ways is losing money? It has to be losing money before it can be put up for — 
abandonment. | 

Mr. Wincu: My understanding was that part of this act would take care q 
of some of these problems with which we are faced. 


Mr. Foy: Some of them would not need to lose money if they co-operated 4 
in making reservations. 4 


Mr. Kinpt: Mr. Chairman, before the minister leaves, may I suggest to 
him that he spell out the procedure of computing costs, the analysis of these 
costs and what goes into it, upon which decisions are paced. Before the legis- q 
lation under which this board will operate can be properly evaluated I think — 
we should know more about how those costs are going to be computed be-- 
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cause on that will rest the decisions which are to be made. Are we giving every 
consideration to sorting out the procedures to be followed? 

| Are we giving every consideration to sorting out the procedures to be fol- 
_ lowed? 

| Mr. PICKERSGILL: There is going to be no new board set up as far as pas- 
/senger service is concerned. The board of transport commissioners will deal 
| with it, while the new board will deal with abandonment and rationalization of 
'rail lines, but not with passenger services. However, I think your point is 
_ well taken and I am sure that one of the witnesses will be able to explain the | 
| principles upon which these costs are determined. 

| Mr. WIncuH: It is most important when you consider the Kettle Valley line 
| in British Columbia which has a rail passenger service from Vancouver all the 
/ way through to Nelson and on to Alberta. They would abandon that passenger 
service. 

| Mr. PICKERSGILL: I wonder, in view of those people who have come from 
| all over Canada, if we and Mr. Darling might be excused? 


| The CHAIRMAN: I think a moment ago Mr. Cope had not finished his an- 
| swer to a question about transcontinental passenger service. 

Mr. Corr: Getting back to this question of main line passenger service, 
| before a request is filed for abandonment of any main line service they would 
| have to be convinced by furnishing proof to the board of transport commis- 
' sioners that they were losing money on that particular service. I think the 
| intent of the rationalization spelt out in this bill is to eliminate unprofitable 
| section of their passenger service, although there would be sections which 
| are earning a profit which they would keep on for a good period of time. 

| Mr. WincH: That is my third point, Mr. Chairman. If we know that on a 
| transcontinental service we are losing money, then under what is proposed they 
| need to cease that transcontinental service. 

Mr. Cope: If that criterion were made, the board of transport commis- 
| sioners could grant a permit to the railways to abandon the service. 


Mr. WINCH: They would have to get the permission of the board of transport 
| commissioners to abandon it? 

Mr. Cope: Yes, and they would have to prove first that the principal points 
of the line were connected by an adequate highway system, and second, that 
_ the service in question was losing money. 

Mr. Wincu: I sincerely hope that it is done very soon because nearly every 
major point in Canada is connected by a good highway service and I would 
| hate to have to use the highway service between Vancouver and Ottawa instead 
_ of travelling by train. 

Mr. Stewart: My question is this: Is there any provision proposed in the 
legislation to prevent the railways from deliberately losing money on those 
, lines? How is this policed? 

| Mr. Corre: The board of transport commissioners have certain powers un- 
' der section 315 of the Railway Act. Mr. Pickersgill has mentioned having the 
- chairman of the board of transport commissioners speak to us on the extent 
that they control the different classes of passenger train operation, and I think 
at that time this kind of question would be better dealt with. 

Mr. Stewart: You said there may be conditions in the present legislation. 


Mr. Batpwiw: I think so. They will first of all not require a railway to 
maintain a losing service if they can prove that it is losing money. There is no 
legal obligation on them to continue a losing service, because it is a disappearing 
subsidy, and at the end of five years there is no more subsidy. But if there is 
some reason to believe that they are making it lose money through deliberate 

inefficiency on their part, then you can turn to an investigation by the board, 
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and I am pretty sure there are adequate provisions fens to es care oF , 
situation. But I think it would be wiser for the chairman of the board hims 
to speak to it. of 
Mr. STEWART: I would like to put this question on record now: ipon whom “ 
does the onus rest to prove whether or not the railway was making adequate 
use of its facilities for passenger services? Does it rest on the railway or bse 
the party complaining? Ue 
Mr. BaLpwin: The decision would rest in the hands of the board making 
the investigation. But the procedure generally is that you proceed on the pasig 
of a complaint that is registered with you, and the jurisdiction rests in the board 
which has to determine the facts. ' 
Mr. Soutuam: Mr. Chairman, following up this question proposed by Mr. c, 
Kindt, and referring to line abandonment and particularly to the criterion of 
losing money, we have to take our minds back to the royal commission when 
this whole question was under study and when quite a dispute arose. One rail- 
way had one formula, and when the royal commission went across the countr; i, 
it came upon another formula; then I think it got up to three; and if I remem 
ber correctly there was a very wide discrepancy as to what was an uneconomic : 
line. I think in this legislation we are getting down to the crux of it: first, aN 
come up with some satisfactory agreement, and then decide upon a formula that 
we are going to agree to before the board of transport commissioners. What i 
had envisaged was that the rationalization board would have some teeth sO” 
that they could be satisfied that the past principles were accurate before they 1 
would allow a line to be abandoned. oe 
Mr. BaLpwin: I think the answer to that is in the statute. The responsibility | 
for determining the cost, in the final analysis, would be vested in the board of 
transport commissioners. m 
Mr. PascoE: Under Bill No. C-120, which is not going to be passed, I think 
there now are these subsidies to put the passenger service on a paying basis, | 
and so on. Is there any chance of No. 7 and No. 8, the Dominion, coming off . 
very shortly on the Canadian Pacific? Could they come off before this bill is] 
passed? 
Mr. Core: First of all, the board of transport commissioners in the first 
instance gives consideration to this. 
Mr. Pascor: It would have to be proven that they are losing money? a 
Mr. Batpwin: No. Any case arising out of abandonment of service, before” 
the passage of this legislation, would have to be dealt with under the existing 
legislation which also does require authorization by the board of transport com=— 
missioners. a 
Mr. PascoE: Would you know whether any application has been made? _ 
Mr. BALDWIN: Not that I am aware of. 
Mr. Otson: Is it a fact that the C.P.R. does have authority to reduce service 
without application? 
Mr. BALDWIN: Yes. 
Mr. Otson: It is only for abandonment that they have to apply? 
Mr. BALDWIN: Yes. There is a difference between a reduction in service 
and an abandonment. . 
Mr. MacEwan: Mr. Baldwin just said that the test is laid down by thel 
board of transport commissioners and it has not been changed in this legislation. } 
Mr. BaLpwin: In respect of abandonment, in the sense that the two criteria 

Mr. Cope indicated are placed in the bill, the theory has been adopted that a 
railway should not be required to lose money. Under these criteria we will pay 
a temporary declining subsidy until this situation is straightened out. a 
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- Mr. MacEwan: What the board actually has decided has been put into | 


- writing? 


Mr. BALDWIN: In a sense. 
Mr. MacEwan: And the public interest is the important thing. 
The CHAIRMAN: It is now 25 minutes to six. Do you wish to keep this 


meeting going or would you like to adjourn until Thursday at 9.30 am.? We 


will have these gentlemen back. May we assume that the chairman of the board 


of transport commissioners will be here? 


Mr. Cope: We will do our best to make sure, sir. 


The CHAIRMAN: The minister had a wire from Mr. Whittaker of the Coal 
Operator’s Association of Calgary who wishes to present a brief on Thursday. 
Will it be the wish of the committee to hear him on Thursday? 


Mr. StEwart: Is he going to read the brief or will we have it in advance? 


The CHAIRMAN: I understand he may be here tonight or tomorrow. If he 
has a brief when he arrives we will distribute it before Thursday. 


We will adjourn until Thursday at 9.30 a.m. 
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MINUTES OF PROCEEDINGS 


THURSDAY, March 4, 1965 
(29) 


The Standing Committee on Railways, Canals and Telegraph Lines met 
this day at 10.00 o’clock a.m. The Chairman, Mr. Jean T. Richard, presided. 


Members present: Mrs. Rideout and Messrs. Addison, Armstrong, Cantin, 
Cowan, Crossman, Deachman, Fisher, Foy, Godin, Granger, Macdonald, Mar- 
coux, Matte, Regan, Richard, Rock, Stewart, Tucker, Winch—(20). 


In attendance: From Board of Transport Commissioners for Canada, Ottawa, 
Messrs. Rod Kerr, Q.C., Chief Commissioner; R. M. MacDonald, Director of 
Operation; From The Coal Operators’ Association of Western Canada, Mr. 
William C. Whittaker, Managing Director: From R. L. Banks & Associates, Inc., 
Mr. Robert L. Banks, President; From the Department of Transport, Mr. J. R. 
Baldwin, Deputy Minister; Messrs. H. J. Darling, Director of Economic Studies, 
R. R. Cope, Director of Railways and Highways Branch, H. B. Neilly, Chief 
Economist, Railways and Highways Branch; Mr. K. D. M. Spence, Q.C., Com- 


| mission Counsel, Canadian Pacific Railway Company; Mr. J. J. Frawley, Prov- 


ince of Alberta; Mr. Alastair MacDonald, Q.C., and a representative from the 
Canadian National Railways. 


. The Committee resumed its consideration of the subject-matter of Bill 
C-120, An Act to amend the Railway Act, the Transport Act and the Canadian 
National Railways Act, and to repeal the Canadian National-Canadian Pacific 
Act. 


The Chairman introduced Mr. Kerr, Q.C., Chief Commissioner, Board of 
Transport Commissioners for Canada, Ottawa, who was examined at length 
by the Committee. 


Mr. Whittaker, Managing Director, The Coal Operators’ Association of 
Western Canada, read a prepared brief which had been distributed in English 


' to the Members of the Committee. The witness was questioned by the Com- 
| mittee and released. 


The Chairman informed the Committee that for the next meeting on Tues- 
day, March 9, the following witnesses would be invited to appear: 
North-West Line Elevators Association, 
Winnipeg, Manitoba. 
(Mr. R. H. Weir, Secretary-Treasurer) 


Branch Line Association of Manitoba, 
Winnipeg, Manitoba. 
(Mr. Remi Depape, President) 
National Farmers Union, 
Saskatoon, Saskatchewan. 
(Mr. James McCrorie) 
At 11.25 a.m. the Committee adjourned until 9.30 a.m. Tuesday, March 9, 
1965. 
Marcel Roussin, 


Clerk of the Committee. 
(pro tem) 
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EVIDENCE 


THURSDAY, March 4, 1965. 


The CHAIRMAN: We have a quorum, gentlemen. At the last meeting it was 

suggested that we should have the chief commissioner of the Board of Transport 
_Commissioners for Canada for a brief time with us to allow certain questions 
to be put to him about passenger service on the railways. I thought we might 
dispose of this item at the beginning of this meeting, following which we would 
have Mr. Whittaker, who is the managing director of the Coal Operators’ 
Association of Western Canada, who have indicated that they wish to present a 
brief to us this morning. 

Mr. Kerr is with us. Are there any questions? 

Mr. WINCH: One of the key points at our last meeting was about the 
authority of the board of transport commissioners regarding both passenger 
fares as well as the operation of passenger service, and whether or not there are 
facilities, and if there is evidence that although facilities might be there, they 
are not being used for one reason or another. That was one interesting point 
that we had about your power. 


Mr. Rod Kerr, Q.C. (Chief Commissioner, Board of Transport Commissioners for 
Canada): Well, Mr. Winch, and Mr. Chairman, the jurisdiction of the board is 
basically regulatory, as I think the committee members know. In respect of 
passenger services generally I would refer you to section 315 of the Railway 
Act which provides for the accommodation for traffic, and provides that the 
company, subject to the Railway Act, shall according to its powers furnish 
adequate and suitable accommodation for the carrying, unloading, and deliver- 
ing of all such traffic. 

Now, the section is longer than what I have cited, but that is the general 
purport of it. And I would refer you to section 33 which says that the board has 
full jurisdiction to inquire into, hear, and determine any application com- 
plaining that any company has failed to do anything required to be done by the 
Railway Act or special act or the board’s regulations. So our jurisdiction, 
generally speaking, in respect of passenger services stems first from the obliga- 
tion of the railway companies to provide or furnish adequate and suitable 
accommodation for traffic. That in the first instance is a managerial function, 
because the railways decide what trains to run and when the trains shall Trane 

The board can only come in if there is some complaint or something drawn 
to the attention of the board which indicates that the railways are not fulfilling 
their statutory obligations. Consequently, when the board does receive com- 
plaints, or when through its own staff it is made aware of certain conditions, 
the board has power to inquire into the situation to see whether or not there 
is a violation of the Railway Act by a railway company, or some non-obser- 
vance of the requirements of the Railway Act to provide adequate and suitable 
accommodation for traffic. 


Mr. WincH: Now I shall ask my second question, and I put it to the chair- 
man of the board of transport commissioners to state whether or not it is a type 
of question which he can answer. If you are in a position to do so, could you give 
this committee any information about the policy view of removing from the 
board of transport commissioners certain powers and placing them under 
another three man commission responsible to a different minister, namely, to the 
Minister of Agriculture, on such matters as branch line abandonment as this 
principle has been suggested. 
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mendations of the MacPherson commission not only as between iHomeelens but | & . 
with the board’s staff. The board has not prepared any written formal state- 
ment. The board felt that the railway committee and parliament would be more i 
competent than the board to decide such questions of national policy. ~ ae a 

Mr. WincH: Who is more competent than the board to consider matters: 
affecting railways? if 

Mr. Kerr: You are too kind to us. I was talking about general matters of | q 
national policy. I may say that the board has no objection whatsoever to this 4 
transfer of authority that you speak of. I 

Mr. WINCH: May I ask a further question, in view of the experience of the a 
board. Was your opinion sought on this matter? MG! 

Mr. Kerr: No. 

Mr. WINCH: You say it was not. 

The CHatRMAN: Now, Mr. Addison. q 

Mr. Appison: As the head of the board of transport commissioners, does i 4 
your jurisdiction fall into the area of passenger commuter services? | 

Mr. Kerr: We have jurisdiction over commuter services. 

Mr. AppIson: Was your board brought into the discussion regarding com-_— a 
muter service that was discontinued, running into Toronto through Agincourt Wy 
which was deversed at a later date? i i} 

Mr. Kerr: I do not know which of the particular services you are speaking © 
of; the board held public hearings some years ago in Toronto in respect of 
commuter services provided there by the Canadian National Railways. 4 

Mr. AppISON: This was about six months ago. i a 

Mr. KERR: Well, the board was not consulted about that. The railways may . 
have made changes in the running of their trains which they have the power — 
to do without first obtaining approval of the board. But if they make such — 
changes and if the board receives complaints, the board then has power to look a 
into the matter to see whether or not the changes should be allowed to go into 
effect. a 

Mr. Appison: On this question of passenger commuter service, it is fairly 
evident that the railway companies are resisting any extension or inauguration Oe 
of this type of service for a variety of reasons. Under the power of your board — rs, 
can you request the railways to carry on a service of this type? 4 

Mr. Kerr: The board in the early 1950’s, when the hon. Mr. J ustice Kearney _ 
was the chief commissioner, spent some weeks on commutation problems as — 
they were in the two main areas, Montreal and Toronto. Speaking from memory 
as to what the board decided at that time, the decision was that the board > * 
should not compel any railway to initiate commutation services which would 
not meet out of pocket expenses. aw 

Mr. WINncH: May I ask a supplementary question? 

The CHAIRMAN: Are you through, Mr. Addison? | 

Mr. Appison: I would like to ask one other question of Mr. Kerr. There- q 
fore, the only avenue of initiating a form of commuter service from a less 
densely populated to a more densely populated area is by having the railways 
decide to do this themselves. Are there any other avenues? a 

Mr. Kerr: I think the initiative of instituting commutation services lies _ 
with the railways themselves. 

Mr. App1ison: Well, if the railways see fit, or for one reason or another! 


they cannot justify out of pocket expenses, do you not feel that the railways: 
have an obligation to provide passenger service in a situation such as this? — 
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Mr. Kerr: You mean to do so at a loss? 


Mr. App1son: At an initial loss, perhaps, but obviously this is going to 
have to come about. 


Mr. Kerr: Well, I can only repeat what the board decided some years 
ago, as I have already said, the board expressed a decision that it should not 
order the railways to initiate commutation services which would be operating 
_ at an out of pocket loss. 


Mr. AppDISON: When you say “out of pocket loss”, what do you mean? 


Mr. Kerr: Well, it is the bare cost of operating the service. Out of pocket 
loss is something which has been defined in very many ways. It has been called 
direct cost. In the commutation cases that we heard, when some of the members 
were present, at our most recent hearings in Montreal last year and the year 
before, the costs that were involved in commutation services were very fully 
put on the record at that time. 

The Canadian Pacific Railway Company at that time stated in respect of 
the Montreal-Vaudreuil-Rigaud commutation service that it was operating ata 
very considerable loss and it asked for, or filed increases in commutation fares. 
The board refused to allow the fares to go into effect at the hearing, and very 
extensive hearings were held. The increases which were finally allowed to go 
into effect were less than would meet the out of pocket costs of the railways, 
especially what the Canadian Pacific Railway asked for at that time. 


Mr. App1son: You say that if these out of pocket expenses do occur the 
board sees no reason why they should initiate a service. But if the province 
for one reason or another agreed to make up this difference so that the railway 
might operate at a break even point, would it then be possible to make rep- 
resentations to the board of transport commissioners to have such a service 
initiated? 

Mr. Kerr: Yes, but I would think that in that case the railways would very 
probably accede to the wishes of the authorities and institute the service so 
long as they felt they were not going to suffer a loss. In all the commutation 
cases we have heard the question of a subsidy by cities or other authorities 
has been very much to the fore, and we have been told what is being done in 
the United States in that respect, or in some areas of the United States. But 
at the present time there is no passenger train subsidy for commutation service. 


Mr. App1son: Thank you. 

Mr. WINcH: Just for clarification, do I understand from the remarks of 
the chief commissioner a few moments ago concerning the railroad passenger 
service, whether it is of a commuting nature or not, they can make changes 
and dispense with certain services without receiving prior consent from the 
board of transport commissioners? 

Mr. Kerr: Yes; there are two broad classes of changes in passenger train 
services. One is where the amount of service is reduced but not completely 
eliminated. There might be a service running six days a week between two 
points. The railway company might wish to reduce that service to a three day 
a week basis, but still maintain some service. In that case the railway company 
can do so without obtaining the prior approval of the board. But it has to 
give notice to the board in advance, and it has to post information in the sta- 
tions concerned in advance concerning the reduction in service. Then following 
the notices, if the board receives complaints against the reduction of service, 
the board may make such investigation as it thinks proper, and it has the 
power to order the railways to continue the service pending the hearings or 
pending the investigation. And that has been done in quite a few cases. 

The other situation is where the railway intends completely to eliminate 
all passenger train services between certain points. In that case the practice 
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is this—in fact it is not a practice required by any provision of the Railway 
Act, but it is a practice which the board requires—the railway must apply to 
the board for permission to eliminate that passenger service. 


Mr. WincH: What would be the situation under a certain proposal of 
which there has been considerable publicity in the past year where the rail- 
ways maintain that since they operate at a loss on the transcontinental system, 
they could put over the rails a dayliner service from point to point and drop 
the straight transcontinental service? Could they make such a change without 
your authority? 

Mr. Kerr: They could initiate that change without our prior approval. 
As soon as they make any such change the situation might be that we would 
receive complaints, and I think we would be in a position to look into it. 


Mr. WrincuH: I think we ought to amend the act so that they cannot do it 
without first obtaining your approval. 


The CHAIRMAN: Now, Mr. Regan. 


Mr. REGAN: May I ask the chief commissioner a number of questions. 
First of all, what would the power of the board be with respect to passenger 
service, or passenger rates which the railways charge, and also concerning the — 
maze of rates for goods which are carried by the railways? 


Mr. Kerr: Well, Mr. Regan, there are general provisions in the Railway 
Act which provide for equality of rates under substantially similar circum- 
stances and conditions. There are provisions which provide for the equalization 
of freight rates, and there are provisions against unjust discrimination which 
apply to rates as well as to facilities and service. There is a general over-all 
provision that the rates must be just and reasonable. As a lawyer you know ~ 
that that term cannot be precisely defined, but it does have certain connotations _ 
in the statutes in which it is used. 


Mr. REGAN: Yes, but to what extent do you interpret the responsibility of 
the board regarding the prohibition against discrimination in the present act? 


Mr. Kerr: The board carries out the mandate of the act that unjust dis- 
crimination is prohibited. There can be discrimination, which is essentially 
different treatment. It is only discrimination that is unjust which is prohibited 
by the act. 


Mr. Recan: In the context of your experience with the board, what type 
of discrimination have you considered or found to be unjust discrimination? 


Mr. Kerr: Oh, our reported cases are just replete with allegations of — 
unjust discrimination. As a matter of fact, we heard a case in Winnipeg very — 
recently, and another case in Ottawa even more recently in respect of specific 
rates, not the general over-all rates, but in respect of specific rates when cer- 
tain parties claimed that the rates that they were being charged were higher, 
and therefore they were unjustly discriminated against as compared with 
rates which were being charged in the same area. 

Mr. Recan: If you found that to be the situation, would you consider 
that to be unjust discrimination? 


Mr. Kerr: Well, depending on whether or not the traffic was carried or © 
was offered for carriage under substantially similar circumstances and condi- 
tions. There are certain basic principles applicable in respect of unjust dis- — 
crimination as between parties; one of the criteria is that the parties must 
be under competition with each other, and that there must be competition. © 
Another is that the situations must be substantially similar. . 


Mr. REGAN: In your experience have you found many instances of unjust b 
discrimination which was not only alleged but also established? 
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higher rate complains that he is being unjustly discriminated against because 
his competitor is being given a lower rate, the power of the board generally 
is, if there is found to be unjust discrimination thereby created, to order the 
railways to remove the unjust discrimination. In most cases the railways 
can do that in either one of two ways: one by reducing the higher rates to 
the level of the lower rate, or on the contrary, by putting up the lower 
_ Yate to the level of the higher rate. 

Mr. Regan: During your tenure as chief commissioner have you had 
occasion to order the railways to do so? 

Mr. Kerr: I cannot be sure of my memory in that respect, but certainly 
if there have been such occasions they have been very few. 

Mr. REGAN: I suppose in some instances when a matter comes before the 
board, and when it is apparent that a prima facie case is being established 
the railway would act on it rather than to wait until a final determination. 
Would there be any guarantee? 

Mr. Kerr: If the railways found that a case could be made against them 
for unjust discrimination I think they would be rather foolish to force the 
thing to a hearing. 

Mr. REGAN: Then you would say, since some cases are decided in that 
manner, that these provisions in the act against discriminations have been 
a useful safeguard. I am putting these words in your mouth, Mr. Kerr. 

Mr. Kerr: One of the reasons for the act, when it was first put into 
effect, was to deal with discrimination cases; as you may know, the fore- 
runner of the Railway Act was the Interstate Commerce Act, which largely 
was an act to prevent unjust discrimination. When you view the situation in 
respect of all those discriminations in a broad perspective there is far less 
evidence of unjust discrimination now than there was in former years. 

Mr. REGAN: Perhaps that is because of the existence of prohibiting regu- 
lations against it and you do not have to prosecute in every case, once the 
precedent is established. 

Mr. Kerr: That could be. I think the railways would be loath to violate 
the provisions against unjust discrimination if they thought the matter would 
be ‘brought to the attention of the board for corrective action. 

Mr. REGAN: Do you personally then see any danger in the intention that 
the new act shall not have any such prohibitions? 

Mr. Kerr: I really do not know. I think it depends largely on the good 
sense that railway management may show in what it does under any new 
rate-making freedom which is given. Personally, I have no fear that very 
much harm would be done by removing these provisions. But, there are con- 
trary opinions. I have read literally hundreds of articles on it, largely from 
the United States, where the question of de-regulation is very much to the 
fore. We have numerous different opinions. 

Mr. Rrecan: Before I turn to another aspect of this bill, would you 
agree that the continued existence of some prohibition in the act against dis- 
crimination is a reassurance to the shippers themselves because there would 
be some remedy if they felt there was discrimination? 


Mr. Kerr: Using your own expression, I think it would be some assurance 
to them, but I do not know whether or not they would need that assurance in 
the light of actual conditions. Only such actions that are taken in the future 
will determine whether that need exists and whether that assurance is neces- 
sary. 

Mr. Recan: Now, I would like to turn to another subject, Mr. Commis- 
sioner. You mentioned that the board’s responsibility is to ensure that rates 
are just and reasonable. In carrying out these responsibilities have you felt, 
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this Ee that your board has been at a disadvantage canned to the rail- 
ways, which have a much larger and more extensive costing staff and facilities. — 


Mr. Kerr: I do not think the board has been at a disadvantage in that — 
respect. . 
Mr. REGAN: You are satisfied that you have had sufficient people in this — 
end of your operation. a 


Mr. KERR: We have a very good nucleus costing staff. But, as you know, ~ a 

the science of costing is rapidly developing; it is very much different now © 
from what it was a few years ago. When agreed charges were subject to the — 
board’s approval, which was prior to 1955, I think, at that time under the 
transport act, carriers and shippers could enter into agreed charges, but they a 
could not go into effect until approved by the board. That approval no longer om 
is necessary. But, at that time one of the things which the board had to look i 
into was whether or not the agreed charges were compensatory, as a result of ot 
which the board’s staff had to look into the cost of carrying that particular “a 
traffic. So, in those years we had considerable experience in costing. But, of os 
course, the MacPherson commission has recommended that the board be pro- 
vided with an additional staff, and this would be necessary if we are going to ay ‘ 
do the costing work which the royal commission has recommended. : 


Mr. Regan: Am I correct in stating that the royal commission conclude i 
that the figure that the railways submitted in respect of losses on the movement a 
of wheat was grossly in excess of what the royal commission found to be the ~ 
actual loss, something like $70 million compared with $16 million. f 


Mr. Kerr: Mr. Regan, I do not know about that. Our own staff did the — 
costing study in respect of the carriage of some grain from certain ports of (4 
Ontario to the river and eastern ports, including your port of Halifax. The 
railways gave us their cost figures and our own staff made studies. At that A 
time we found that the traffic was being carried at less than cost. We allowed an zt 
increase to go into effect. It was not as large an increase as the railways Tanta ‘ ; 
but it was an increase that would cover costs. You know very well the result; | 
the board’s order was suspended at the time and it is still standing suspended | 
in respect of those rates. 4 

Mr. REGAN: You are not aware then of the royal commission’s finding that 
the railways’ figures in respect of loss.on grain movements were excessive? 4 

Mr. Kerr: I have read the royal commission report. I do not keep the | 
figures in my mind, but I am aware of what they said. ae 

Mr. RecAN: At the time of your investigation on the specific portion offs B: 
the grain movement you mentioned were the figures your board brought for- ot 
ward in respect of the cost to the railways much the same as the figures that H 
the railways had reached. Ad 

Mr. Kerr: I cannot recall what difference there was. a 

Mr. REGAN: You do not recall the difference? a 
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Mr. Kerr: No. ” 
Mr. REGAN: But, you do agree with the royal commission that if you are i 
going to carry on me responsibility envisaged by them in the future you would a 
need additional costing staff. Ris 
Mr. KERR: Very definitely. a 
Mr. REGAN: I wonder if I could deal with passenger services now because 
- we did have some discussion on that earlier. nial 


As you have outlined your responsibility in this regard, if a railway decides | 
to abandon a service or make a material change therein, giving the necessa 
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; public notice, and if the board receives protests, it is then empowered to sus- 


pend temporarily, to hold a public hearing, and determine eventually whether 
the railways may be allowed to carry out their intention? 

Mr. KERR: Substantially, but you are putting it a little bit more restrictive 
than I would. We have certain powers to act on our own motion. Our powers 
to act are not dependent upon receiving complaints but, generally speaking, 


_ where train service is reduced a notice of the reduction is given, and if the 


by, 
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public does not like the change we will hear about it very quickly. 
Mr. REGAN: But you have an absolute power to stop them from doing so. 


Mr. Kerr: I think so. We have exercised that power and it never has been 
attacked. 


Mr. REGAN: When determining whether or not a railway would be allowed 
to abandon a passenger service or to reduce it, do you consider factors other 
than the question of whether or not this passenger service is losing money? 


Mr. Kerr: Yes. Perhaps I could put it very briefly by reading a short 
paragraph from a judgment given by the board. This judgment was given in 
1960 in respect of passenger trains between Newcastle and Fredericton. Because 
I wrote the judgment myself I am quoting my own words: 


The Railway Act does not lay down any policy or principle that the 
board should or must follow in determining applications of this kind. 
The policy of the board, uniformly applied throughout Canada, is to 
assess whatever need the public may have for train services and decide 
whether loss and inconvenience to the public consequent upon discon- 
tinuance of a train service is outweighed by the burden that continued 
operation of the service would impose upon a railway to such an extent 
as to justify discontinuance of the service. The point at which discon- 
tinuance shall be considered justifiable is a matter of sound judgment. 
The situation in each case calls for a decision by railway management 
in the first instance, but the management decision may be reviewed by 
the board upon application or complaint or of its own motion. In arriving 
at this decision the board takes into consideration all relevant factors, 
including the population and economics of the area concerned, the need 
of the public for train service and the kind of service given, the volume 
of patronage by the public and the prospects for patronage in future, 
alternative transportation services and the burden to the railway com- 
pany of discontinuance of a service and the effect on it of discontinuance. 


Mr. REGAN: That is very well stated. What was that case? 
Mr. Kerr: The Fredericton-Newcastle one. As a matter of fact, in that one 


pamphlet, which contains the judgment I just read, dated December 15, 1960, 


there are also five other judgments in respect of abandonment of lines, one 
of which was refused in toto, one of which was refused in part and others 
were granted. These are all included in volume 50 of the board’s judgments, 
orders, regulations and rulings. One of those judgments in which the applica- 
tion for abandonment was granted was appealed to the governor in council 
and the governor in council dismissed the appeal. But, in that one pamphlet 
are set out the considerations and the policies that are taken into account and 
applied by the board in passenger train and abandonment cases. 

Mr. REGAN: Inasmuch as one of the major railways in our country in the 
last while has been openly stating it wishes to get out of passenger services 
and that it is not interested in running passenger trains, do you feel such state- 
ments, when you are examining an application for abandonment of service of 
that particular railway, should be scrutinized with a more jaundiced eye with 
regard to the manner in which they are attempting to change their operation. 
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Mr. Krerr: Well, each individual application has its own characteristics and 4 
when we hear a case involving passenger trains usually we have senior officers 
of the railway concerned before us, who tell us what the policy is, how it isa 
applied, and why it is being applied in this particular case. | 

Mr. Regan: Among other things in determining whether the loss that a 
railway is suffering justifies abandonment do you consider whether the railway 
is maximizing its net income from the operation by running at the best hours? 
Do you go into such matters? 

Mr. Kerr: Where these matters are raised we do. If there are suggestions 
made that the trains run out in the morning instead of in the evening, in 
other words, they reverse their schedule, we ask the railways to deal with 
that, to tell us whether it is feasible, and what the effects would be in respect ~ 
of cost and patronage. There have been cases where we have acceded to the — 
submissions of the public and urged the railways to change their operations. 
Perhaps they might be putting on a railliner instead of a conventional train, 
and they might be running the trains at a different hour. 

Mr. REGAN: Do you have the power to order them to change the hours? 

Mr. Kerr: Yes; we have that power. It is not a power that we exercise 
hastily because, basically, that is a management decision. As I said, we can 
step in only if the way they are running their trains does not comply with 
the Railway Act. 

Mr. REGAN: You believe in the principle that you can catch more flies with 
a little bit of honey than you can with a gallon of vinegar. , 

I have another question regarding reservations on passenger trains. Since 
making some remarks in the house that were not particularly flattering about — 
the Canadian Pacific Railway I have received quite a number of letters from 
people setting out their personal experiences when attempting to make pas- 
senger reservations. I have been told they have attempted to do so a substantial 
time ahead of their day of travel and have been unable to get the reservations. 
Also, in some instances, after boarding the train, they have found that it is — 
not filled to anywhere near capacity. Does the board of transport commissioners — 
receive such complaints? F 

Mr. Kerr: Yes, we receive individual letters in that respect. 


Mr. WincH: If you have not enough of these letters I can supply you with | 
a lot more. ; 

Mr. Kerr: When we receive these complaints we inquire about the ~ 
circumstances. Generally speaking, the railways have some explanation for it, q 
and whether or not it is an acceptable explanation depends on the viewpoint ah 
of the person concerned. But, every time we receive a complaint we take it up. — 
I may say that I have not the record of any of the proceedings of this com- 
mittee to date but if the complaints of members have been put on the record — 
we certainly will take cognizance of them and look into their particular 
situation. 4 

Mr. WINCH: Well, three members of parliament did just that at our last 4 
meeting. . 

Mr. REGAN: Perhaps I will send some letters along to you for your perusal. — 
But, when investigating these matters you have found that in some cases the 
facts or circumstances alleged were accurate, that they had some explanation i 
or reason for it. ql 


Mr. Kerr: Well, they always have an explanation but whether or not t 
it is a good one depends on the point of view. I may say that in every instance — 
where we have asked the railways to change their mode of operation, either — 
- by changing time schedules or putting on different types of equipment, itz F 


has been a rather unfortunate experience. Indeed, this did not result in an b 
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increase in patronage. After a year or two we found that really all we had 
done was to perpetuate the deficit of the railway for that period of time. 

Mr. REGAN: Inasmuch as these dissatisfactions with reservations certainly 
would tend to send people away to other types of transportation, have you 
considered investigating the system of reservations, the efficiency of it, and 
whether in general it could be improved so that the public would be more 


satisfied with travel on trains? 


Mr. Kerr: I think the system is changing somewhat. In recent months 
the railways have been moving toward more reservations for coach travel. 
We have not made any investigation of the system. We have dealt with 
individual complaints, but we have not investigated the system as a whole to 
see whether it is a bad system or whether some better system should be 


‘initiated. 


Mr. REGAN: If you find that in a number of instances people have been 
turned down in requests for reservations and discover subsequently that the 
trains have not been operating at or near capacity, would this lead you to 
the conclusion that the system of arranging rseervations should be investigated? 


Mr. Kerr: Perhaps so, if that pattern were established. I do not know that 
we could arrive at any conclusion that the system is bad because of isolated 
complaints. However, if the complaints received were so numerous or of such 
magnitude that they indicated a pattern, this certainly would be a matter we 
would be called upon to look into. 

Mr. Recan: I think probably those are all my questions. 

Mr. Rock: Mr. Chairman, first I would like to know whether or not it 
has been established that the commuter service is included in the passenger 
service referred to in section 314; in other words, do the subsidies to the two 
railways also apply to the commuter service? I would like to know from you, 
Mr. Chairman, whether or not this has been established. I was not here on 
Tuesday. 

The CHAIRMAN: I do not think so. 

Mr. Rock: Then perhaps this would not be a proper question for Mr. Kerr. 

The CHAIRMAN: Perhaps Mr. Darling could answer the question. 

Mr. H. J. Daruine (Director of Economic Studies, Department of Trans- 
port): On page 14 of the bill, subsection (6), it is stated with regard to 
passenger train deficit that this section does not apply in respect of a passenger 
train service accommodating principally persons who commute between points 
on the railway of the company providing the service. In other words, the 
commuter service is not included in the over-all amount of passenger service 
and therefore is not subject to the deficit policy. 

Mr. Rock: But it does not say that directly. I would like to know who 
judges whether or not passenger service is a commuter service. Commuters 
still are passengers. I am in doubt in respect of the terms used. There is nothing 
specific in this bill which says that commuter service is not included in this 
new subsidy. 

Mr. DaruiIne: Well, this is quite specific. I think it attempts to define 
commuter service. It says: 

This section does not apply in respect of a passenger train service 
accommodating principally persons who commute between points on 
the railway— 


Mr. Rock: In subsection (7) it says: 


—‘‘passenger train deficit” means the deficit attributable to the carriage 
of passengers, express or mail, or any combination of passengers, express 
or mail, in passenger service equipment in the trains of the company. 
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I do not see anywhere in this bill where it excludes commuter service. 
Mr. DarRLING: The preceding subsection (6) is what I have been reading. 
Mr. Rock: I find it very unfair that we are going to allow a large subsidy f 
of $20 million and yet, with regard to commuter service, most of the railway a 
companies want to opt out of this service and hand it out to other transit — 
- companies. 
Mr. Kerr, has your commission contributed any information to the formu 
lation of this bill? ) v 
Mr. Kerr: Yes, I think so. Inquiries have been made of us and we have 
seen draft copies of the bill. We have found some technical matters to comment — a | 
upon. . a 
Mr. Rock: Mr. Winch asked a question concerning this, but of course a 
his question was on a specific matter. Therefore, I thought possibly in general H), 
you did not contribute any information toward the formulation of this bill. 


Mr. Kerr: So far as we were concerned our function was to see whether © 
the legislation was consistent with the recommendations of the commission. a : 
Obviously, in trying to put the recommendations into statutory language, 
some of our people in our traffic branch, our legal branch and our economic ql 
branch had discussions concerning the words to be used and what effect they 
would have on other sections of the bill, and various other matters. When w 
saw a draft copy of the bill, if we saw something was omitted or somethin 
that was in conflict with some other provision in the bill, we would draw 


this to the attention of the parties who were drafting the bill. 


Mr. Rock: My next question does not have much to do with the bill, bu 
I would like to ask a question with regard to commuter service on the C.N.R. 
line from St. Eustache through Pierrefonds, Roxboro, and the town of Mount — 
Royal to central station via Mount Royal tunnel. There have been certain — 
statements made, I believe by the president of the C.N.R., to the effect that — 
they may sell this railway system to the rapid transit system of the city of 
Montreal. Do you have any information on this, or have there been any letters _ 
of intention, or anything in this regard? 

Mr. Kerr: I do not think there has been anything official addressed to thi 
board. We have read the same reports you have and in some discussion we have 
had with the C.N.R. people they spoke generally about what might be in 
prospect. y : 

Mr. Rock: What I am interested in is what would happen in respect of the o 
grade crossing fund and the grade separation legislation; what would happen — 
on a system like this where at this time they have many level crossings which _ 
should be separated? If the C.N.R. transfers this line to the rapid transit — h 
system of Montreal, does the grade crossing fund apply to that system once 
it belongs to the city of Montreal—Metro, or whatever they call it? Ng 


Mr. Kerr: I would think that if the railway were transferred to provincial o 
authority the railway grade crossing fund no longer would apply to it. That | 
fund applies only to railways which are subject to the Railway Act and are we 
subject to the legislative authority of the parliament of Canada. If it so © 
happened that this railway were taken out of federal jurisdiction and trans-_ i 
ferred to provincial jurisdiction, as a provincial undertaking and ceased to bem ; 
a railway subject to the Railway Act, it would follow that the railway grade 
crossing fund would not be available in respect of that line once that condition ‘ 
came about. 4 ay 


Mr. Rock: What would be your position if at this moment the municipali-_ 
_ ties in the area did make a request to your commission for this grant because — 
they had the intention of building underpasses or overpasses at every crossing; 

what would be the situation in respect of this if the C.N.R. had inno . 
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_ city of Montreal was not ready to accept this? What would be the position of 
your board in such a case? 


Mr. Kerr: I think it is well established that the board would have to act 
under the existing law. As a matter of fact, one of the decisions of the board 
_ went to the Supreme Court of Canada a few years ago and that was laid down 
_ by the Supreme Court of Canada. I would think that if it were established as a 
_ fact before the board that the lines were to be changed in some respect, we 
would have to consider what effect the proposed changes would have on the 
power of the board to apply moneys from the fund toward the line. 


Mr. Rock: Then, let us suppose that the C.N.R. would transfer the property 
of that line completely and yet wish to have use of that trackage at certain times. 
What responsibility would your board have in that regard in relation to the rail- 
way crossing fund? 

Mr. KERR: You are drawing me rather far afield. 


Mr. Rock: You can understand my concern because I have received a letter 
from the mayor of Roxboro who is concerned about this. As a member from 
_ that area I, too, am concerned. If I could, I would like to have these answers. 
_ In this situation you would have the C.N.R. possibly using that railway at certain 
times for railway business and yet they would not have the complete respon- 
sibility for maintenance; they would merely pay rent for the trackage. Will they 
wash their hands of the financial responsibility for the proper separation of 
grades? 


Mr. Kerr: Well, the simple proposition that you put, that the C.N.R. still 
may want to run some trains there, would be only one part of the picture. We 
would have to look at the whole legislation which would transfer the line to 
another body. We would have to see whether under the new situation the line, 
as such, would come within the definition of the Railway Act under our 
jurisdiction. I really cannot prejudge the matter without having all the facts 
before me. You only outlined some of the facts: you have not indicated what the . 
terms of the legislation would be. That would be very material. 


Mr. Rock: You can understand my concern in this. 
Mr. Kerr: Yes. . 
Mr. Rock: Thank you. 


The CHAIRMAN: Are there any other questions for the chief commissioner? 
If not, we will proceed to the brief to be presented by the Coal Operators’ 
Association of Western Canada. 

Thank you very much, Mr. Kerr. 


Mr. W. C. WHITTAKER (Managing Director, The Coal Operators’ Association 
of Western Canada): Mr. Chairman and gentlemen, I am the managing director 
of the Coal Operators’ Association of Western Canada and I am accompanied 
here by Mr. R. L. Banks of Washington, D.C. 


The Coal Operators’ Association of Western Canada is comprised of three 
companies as follows: 


The Canmore Mines Limited, Canmore, Alberta 
: Coleman Collieries Limited, Coleman, Alberta 
The Crow’s Nest Pass Coal Co. Ltd., Fernie, B.C. 


These companies in the year 1964 produced approximately 1,600,000 tons 
of medium and low volatile coking and non-coking coals. All three of these 
_ mines are located on Canadian Pacific Railway lines and the total production is 
_ shipped by rail, there being no markets close enough to make truck shipments. 
_ As a result, the total production is captive to Canadian Pacific as defined by 
- section 335, subsection (1). 

21821—2 


transferring the line but the negotiations were not complete or possibly the 
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Sixty per cent or more of the tonnage is exported to steel mills and tom 
chemical and gas companies in Japan via Port Moody, British Columbia, with — 
government assistance in the form of subventions. The balance of the tonnseea 
is used almost exclusively in metallurgical operations in western Canada and 
the western United States. 

For the purpose of this submission we will confine our observations tom 
section 335 which deals with the matter of maximum rate control. 4 

We believe that the purpose of this section providing for maximum rate 
control is good but feel that its provisions are so hedged around by restrictions _ { 
as to make it virtually worthless so far as low value bulk commodities are 
concerned. In this regard we wish to register the following objections. 
Determination of Variable Costs (Subsection 3) 


This subsection reads: | 4 
In determining the variable cost of the carriage of goods for the — 
purposes of this section the board shall 7 
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(c) Calculate the cost of carriage of the goods concerned on the basis of 
carloads of 30,000 lbs. in the standard railway equipment for such — 
goods. 4 


The production of our member companies moves for the most part in hopper q 
cars which have capacities up to 160,000 pounds. The average hopper car loaded — 4 
with export coal in the period May 21, 1960 to September 30, 1963 carried — 
142,760 lbs. of coal. This average weight reflects the number of smaller and — 
older type cars supplied by the railway company. The mines also ship a small © 
proportion of their production in box cars at the consignees’ request. Theg , 
minimum net weight of coal carried by these cars is 90,000 lbs. MM 

It is apparent therefore that the calculation of variable costs using the 
30,000 lbs. stipulated in subsection 3(c) would be a most unrealistic procedural 
even allowing for the adjustments provided under subsection 5(b) (ii) and 
further that costs calculated on this basis would be grossly inflated in the case 
of coal shipments and would bear no reasonable relation to actual cost. 4 

We suggest therefore that if there is to be any reai or factual measurement 
of the variable cost of low value bulk commodities, subsection 3 must be — 
amended to provide that the actual shipping weights be used for such © 
calculation. 


Finding the Rate Applicable to the Carriage of the Goods 
Subsection 2 provides..... 


ete ats the board may after such investigation as it deems necessary. q 
fix a rate equal to the variable cost of the carriage of the goods plus one > 
hundred and fifty percent of the variable cost, as the fixed rate appa 
to the carriage of the goods.... 


j ia 
a 


ig 


Coal is a low value bulky commodity. Our average realization at the mines 
in 1964 was $6.42 per ton. 

A cost study for the year ending September 30, 1963 showed that thell 
revenue received by the railway covered not only all the variable costs of the 
railway movement, but also made a substantial contribution to the railway’s 
overhead costs. q 

In the specific case of Michel this contribution to railway overhead (or 4 
fixed) costs amounted to 70 per cent of the variable cost. If 150 per cent had ee 
been added as required by subsection 2 the rate would then have become $7.45 
per ton as compared with the existing rate of $5.13. At a $7.45 rate no coat ‘ 
would move and such an increase would simply close down the mines. As a 

a 
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matter of fact even at the $5.13 rate it is only with the utmost difficulty that 
the mines are able to maintain their competitive position. 

It is to be noted that the above quoted costs are based on actual car weights 
of 172,000 lbs. It can be readily appreciated what these costs would be if the 
fictitious 30,000 lb. figure had been used plus the pyramiding effect of adding 
150 per cent to an already much inflated figure. 

We submit therefore that this subsection must be amended in the light of 
its effect on low value high volume commodities. 


Subsection 10—Existing Level of Rates Prevails for Fixed Periods 


This subsection provides that no remedy can be sought through section 335 
with respect to an existing rate unless and until the carrier advances such 
rate, even though because of changed conditions the rate may have become 
manifestly unjust and unreasonable. 

As an example, the carload rate on coal from Coleman, Alberta, to Van- 
couver is $5.55 per ton. This rate applies whether one car or one hundred cars 
are shipped at one time and whether they are shipped to one consignee or to 
fifty. In contrast the export rate from Coleman to Port Moody, which is located 
13 miles east of Vancouver is $5.13 per ton. More than 400,000 tons of coal will 
move in 1965 from this one origin to the one destination; a good deal of it in 
trainload lots. The same situation applies in the cases of Michel and Canmore 
where 400,000 tons and 165,000 tons of export coal respectively He be shipped 
during the current year. 

It is submitted that this export rate does not recognize the savings inherent 
in the movement of large volumes of coal, often in trainload lots, from one 
origin to one destination. Under the terms of subsection 10 as written the captive 
shipper has no recourse to maximum rate control unless a rate already more 
adequate is further increased. 

Over the past five months the coal operators have been making representa- 
tions to Canadian Pacific regarding rates for the shipment of export coal by 
integral and unit trains between the mines and Port Moody, as and when ground 
storage becomes available at the latter point. 

We are unable to predict the outcome of these negotiations. We may or 
may not arrive at satisfactory rates. If we are unable to do so and if section 335 
is enacted without amendment we will have no recourse to the transport board 
unless and until the present rate is increased and as captive shippers we would 
then be compelled to attempt to live with whatever rates the carrier may decide 
to impose. 

The combined effect of subsections 10 and 14 is virtually to prevent 
invoking maximum rate regulation for a period of five years. 

Even if the barrier set up by subsection 10 were removed, recourse to the 
board would be of no value to us so long as variable costs are calculated on 
the 30,000 lb. basis and 150 per cent is added to variable costs to fix a maximum 
rate. 

In Summary, we recommend that: 

(1) Subsection 3 be amended to provide that the actual weights of 
shipments be used in calculating variable costs. 

(2) Some lesser and more realistic figure than 150 per cent of variable 
cost be used in subsection 2 in determining a realistic maximum 
contribution to overhead cost in the case of low value high volume 
commodities. 

(3) Subsection 10 be amended so that the captive shipper may at any 
time apply to the board to fix a rate. . 


The CHAIRMAN: Thank you, Mr. Whittaker. Now, I wonder if Mr. Banks 
has anything to add to this brief? If not, are there any questions? Are there any 
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other conmmenis from. any beler Nnieracted perieed in ihe ogee Mr. Daring, 
wonder if you have anything to offer by way of clarification? I was thinkin 
that you might clarify, but not discuss the brief. 


Mr. H. J. Daruine (Director of Economic Studies, Delors enk of Trans 
port): I was just going to say that at the last meeting Mr. Stewart asked 
to prepare a statement describing the basis of the choice of this 150 per cent. 


The CHAIRMAN: I shall come to that after. Have you anything else to say, 4 
Mr. Whittaker? ; 


Mr. WHITTAKER: No. 
The CHAIRMAN: Thank you very much. 


Mr. RecAn: I think, Mr. Chairman, we would want Mr. Whittaker to ence ey 
that we are very interested in his brief, and since we have only seen it just 4“ 
now we shall want to digest it and will be taking it under consideration in our ~ 
further deliberations. I think all the members of the committee appreciate the © 
fact of his coming and making his presentation. 


Mr. WHITTAKER: I regret that owing to the lack of time we were unablag 
to have this brief in the hands of the committee before today. 


The CHAIRMAN: It was very short notice, I know, and I appreciate that you 
were able to bring it to us. 


Mr. Cowan: What would be the impact of the government’s subventions 4 
on this coal per ton? 


Mr. WHITTAKER: Two dollars and seventy three cents per ton. 


Mr. Cowan: Would that be the total subvention for ground shipment andl 
sea transport, or would it be just for ground shipment alone? 


Mr. WHITTAKER: It would be for ground shipment alone. 


Mr. Cowan: How many people are there in the Canmore area whith 
depend on this coal production in order to keep their families? 


Mr. WHITTAKER: That is really a difficult question to answer. There are 
about 1,200 union employees plus the others involved with the three mine 
and the communities at the eastern end of the Crowsnest Pass from Cranks va 
east to Macleod are dependant on this as well as those elsewhere in Canada. — a . 


Mr. DeacHMAN: There is some concern over storage facilities at Port a 


Masai: I presume that would be the coal handling dock of the Canadian Paci- 
- fie Railway. : a 


Mr. WHITTAKER: Yes, that is correct. a 


Mr. DEACHMAN: Can you enlarge a little on this? How long do you expect 
it will be before these facilities become available? Can you enlarge on the am 


nature of the facilities? What is the picture? a 


Mr. WHITTAKER: This problem results from the increased size of the ships 
in use. With economies in ocean shipping we are now using ships of from — 
25,000 to 35,000 tons which require anywhere from 500 railway cars up to 
supply each ghip. We cannot control the ships, because they do not arrive exact- 4 
ly on time, and this may result in a number of railway cars being tied up. The = 
dock at Port Moody, the Pacific coast terminal, has plans under way. They 
have one loader only, without any ground storage. 


Mr. DEACHMAN: That is the one for the shore to ship loading? 


Mr. WHITTAKER: That is right. They are planning to have two more loader 4 
one loader which would handle bulk commodities such as coal, potash, sulphu { 
and so on, and another one to handle wood chips exclusively, and they woul 
have to Pie storage not only for coal but also for sulphur and pota 
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They have plans under way, and they have told us that they expect to have 
some storage available 12 months from now. That may be a little optimistic, so 
let us say from 12 to 15 months. 

Mr. DEAcHMAN: Have you any indication when additional loading facili- 
ties will become available? i 


Mr. WHITTAKER: Loading facilities are going forward at the same time. 


Mr. DEAcHMAN: This would include loading facilities along with the bulk 
storage that you speak of? 


Mr. WHITTAKER: Yes. 

Mr. FISHER: What comparison may be made between the cost of moving 
_ your coal and the rate charged to lignite producers and other bulk commodity 
_ shippers on the prairies? 

Mr. WHITTAKER: There are no lignite export shipments. 

Mr. FISHER: No, of course. 

Mr. WHITTAKER: The carload lot rates from a place like Drumheller are 
about the same as our single carload rate, namely $5.55 per ton, which is the 
rate from Canmore. 

Mr. FISHER: One is led to think, from the reference you make to your 
captive situation, you feel that if the rate picture could be improved it would 
improve your competitive situation? 

Mr. WHITTAKER: I always think that if you have competitive carriers you 
will always get a better rate. 


Mr. FisHer: How marginal is your operation? I am thinking in terms of 
} your company looking ahead for 5, 10, to 15 years, particularly to the J apanese 
| market. Does it look promising? 

Mr. WHITTAKER: We are presently operating on a three year contract which 
| expires on March 31, 1967: and we also know that additional competitive forces 
| are coming into the picture now. Our biggest competitor at the present time is 
_ Australia. There are some developments in Queensland which are going to 
| make the competitive situation closer than ever. Actually, the cost of trans- 
portation is the biggest single problem facing the coal industry, and it does 
' not just apply to the export market. 3 


| Mr. FISHER: In other words, despite the lack of emotion in your brief, it 
_ could represent the difference between closing down or carrying on operations.. 
That is implicit. 

Mr. WHITTAKER: We have a very close operation. 


| Mr. Cowan: I would like to ask Mr. Whittaker a question or two. On 
_ page 4 he speaks of the carload rate on coal from Coleman, Alberta, to Van- 
_ couver as being $5.55 per ton and that this rate applies whether one car or 100 
/ cars are shipped at one time, and whether they are shipped to one consignee 
mor 50. 

When I was in Labrador last fall to have a look around, one of the sights 
_I saw was a complete mile long train moving iron ore down to Seven Islands. 
_ What kind of reduction do you think you would get if you were to be charged 
for train load lots rather than at the rate of $5.55 per ton? I am certain that 
the iron ore company would not be asked to pay the rate of $5.55 per ton to 
ship their iron ore down to the coast. 

Mr. WHITTAKER: We have several studies under way right now involving 
units of entire train loads, where coal would be moving directly in train load 
lots from the mines to the loading facilities, either to be loaded there straight 
into ground storage or loaded on to ships, depending on the circumstances. 

This would eliminate all switching and breaking of trains and that sort of 
_thing en route, as is the case at the present time. 


ahaa Wik? aad 6 fee ys ae ‘") wy eee > 3% ‘> ba Pe 
MG MUN aM eal fe Nahe ma NAS LR te OA IN 
. hive THERA, USD aR 


834 STANDING COMMITTEE 


Mr. DEACHMAN: How much does that depend on the terminal facilities — 
at Port Moody and on any changes therein? im 
Mr. Wurrtaker: In order to make unit trains possible, it would involve — 
the tying up of a large number of cars, and we must have storage at Port — 
Moody. | a 
Mr. Cowan: Have you any example to show the rate per ton to move bulk 
products? I mean the rate per ton as compared to the charge for moving them | 
by train load? You must have a good idea of the rate charged to move iron 
ore out of Labrador to Seven Islands by train load as compared to moving your ~ 
product by single cars into Ontario? 7 
Mr. WurrraKer: I am told that the rate for the movement of iron ore down 4 
to Seven Islands is somewhere around 4/10 of a cent per ton mile as compared 
to our rate which runs from about .75 to .86 a cent per ton mile. In the United — 
States where they have had considerable experience in moving bulk com- a 
modities by unit trains, where the shipper supplies his own cars, I think it can 
be safely said that this has had an effect on reducing the rate by at least one © 
third. a 
Mr. Cowan: I wonder if Mr. Darling could throw any light on this subject? a 
The CHAIRMAN: Have you any information concerning this, Mr. Darling? @ 
Mr. Dartinc: I wonder if Mr. Cowan would please repeat his question. 


Mr. Cowan: I was asking Mr. Whittaker if he had any figures of statistics [: 
to show what rate is charged by the railways to move bulk products by train A 
load as compared to carload lots? I am thinking particularly of the line running © 
from Labrador down to Seven Islands. The witness has given us an interesting 
figure. He said that from Labrador down it costs about 4/10 of a cent per ton hy 
mile, whereas in the west they are charged about .86 cents. a 

Mr. Dartinc: I have no figures, but I know the rate would be considerably — 


less when you move from a carload to a train movement. _ 
Mr. Cowan: Thank you. 7 
Mr. RecANn: Mr. Whittaker, I notice in your statement you say that the 
revenue received by the railway covers not only all the variable costs of the © 
railway movement but also makes a substantial contribution to the railway’s © 
overhead cost. This being the case, presumably it is desirable business for the 
Canadian Pacific Railway. I wonder if the officials of the railway agree with — 
that course, or have regard to the danger to your continued market of an 
increase? ie 
Mr. WutttakeEr: I shall be quite fair. I think there is some difference of 
opinion between the railroad and our consultants of the profitability of moving — 
this coal under present conditions. a 
Mr. FisHeR: The Canadian Pacific Railway has made considerable invest- — 
ments. Do they have any substantial share in the ownership of of the three 
mines? a 
Mr. WHITTAKER: None whatsoever that I know of. a 
Mr. FISHER: My third question relates to the provision by either the Alberta | 
or British Columbia provincial government of a subsidy in any form. Are there — 
any subsidies of any kind to assist you? a 
Mr. WHITTAKER: No. ‘fl 
Mr. FIsHER: Would the dominion coal board be seized with all the factors | 
concerned in your operation and of the marginal nature of it? Would its econ- 
omists be able in a sense to give generally supporting evidence of your financial 
position? a 
Mr. WHITTAKER: Yes, the dominion coal board are privy to all our costs 
and are fully aware of the details of our operation. A@ 
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Mr. FISHER: Have you had any discussion with either the Alberta or the 
British Columbia representatives in this whole matter of railway rates? I think 
you are aware that each government either has had special counsel over some 
years, or they keep a very sharply tuned ear, and they are quite prepared. Over 
the years they have made representations to the board as well as to the par- 
liamentary committees. I wonder if you have taken this particular argument 

to the British Columbia or Alberta representatives? 

Mr. WHITTAKER: In an informal way we have discussed this matter with 
the people who represent the provinces from time to time. 

Mr. FISHER: As far as you know you have their sympathy and support 
in your presentation. 

Mr. WHITTAKER: Well, I think we have their sympathy, and I think we 
have their moral support anyway. 

The CHAIRMAN: Is that all? Once again it was a good thing that we had 
some time to think over your brief, although we had short notice, because I 
think we found there were some questions to ask you. I thank you very much. 
Mr. Darling, would you come forward, please. 

During our last meeting we asked Mr. Darling to provide us with some 
information, and perhaps he could tell us about that now. 

Mr. Darutine: Mr. Chairman, I think there was a total of seven or eight 
different items. Mr. Stewart and possibly one or two other members of the 
committee put questions. We are working on this information now and I would 
hope that most of it would be available at the beginning of the week. One 
or two of these involved compilation of figures; it will take more time to pro- 


| vide this information but we will get it to the committee as soon as possible. 


I presume members of the committee would like to read this information over 
before asking any questions or commenting on it. 


The CHairMAN: Then, we will have your answers on either Monday or 
Tuesday. 

Mr. DARLING: Yes. 

The CuHairMawn: Is there anything else you have ready for this morning? 

Mr. DaRLINnG: No. 

The CHairMaN: Then, that will complete our sitting this morning. 

I am advised that the North-West Line Elevators Association of Winnipeg 
wish to appear on Tuesday, as well as the Branch Line Association of Manitoba. 
We also have invited the National Farmers Union of Saskatchewan to appear 
on Tuesday. 

There will be no further business this morning. Could I have a motion 
for adjournment. 


Mr. Tucker: I so move. 
Mr. CANTIN: I second the motion. 
Motion agreed to. 


The CHAIRMAN: We will adjourn until 9:30 on Tuesday morning. We will 
be using this room. 
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MINUTES OF PROCEEDINGS 


TUESDAY, March 9, 1965. 
(30) 


The Standing Committee on Railways, Canals and Telegraph Lines met 
this day at 9.40 am. The Chairman, Mr. Jean T. Richard, presided. 


Members present: Mrs. Rideout and Messrs. Cantin, Cowan, Crossman, 
Fisher, Forbes, Granger, Horner, (Acadia), Legault, Macdonald, Macaluso, 
McNulty, Muir (Lisgar), Pascoe, Prittie, Rapp, Richard, Southam, Stewart, 
Tucker, Watson (Assiniboia) (21). 


In attendance: From the Department of Transport, Messrs. J. R. Baldwin, 
Deputy Minister, H. J. Darling, Director of Economic Studies, R. R. Cope, 
Director of Railways and Highways Branch, H. B. Neilly, Chief Economist, 
Railways and Highways Branch; Mr. K. D. M. Spence, Q.C., Commission Coun- 
sel, Canadian Pacific Railway Company; Mr. W. J. Parker, President, Mani- 
toba Pool Elevators; Mr. A. M. Runciman, President, United Grain Growers 
Ltd.; Mr. J. W. Channon, Adviser to Minister of Agriculture on Branch Line 
Rationalization, Mr. Paul B. Tetro, Clark Macdonald & Co. Solicitor; Mr. Walter 
Smith, Canadian National Railways; From North-West Line Elevators ASSsOoCi- 
ation, Messrs. Cecil Lamont, President; R. H. Weir, Secretary; D. H. Jones, 
Counsel; G. H. Sellers, President, Federal Grain; G. W. P. Heffelfinger, Presi-_ 
dent, National Grain. 


The Committee resumed its consideration of the subject-matter of Bill 
C-120, An Act to amend the Railway Act, the Transport Act and the Canadian 
_ National Railways Act, and to repeal the Canadian National-Canadian Pacific 
Act. 


The Chairman introduced Mr. Jones who read a résumé of the brief 
which had already been distributed in English to the members of the 
Committee. ; 


The witnesses from the North-West Line Elevators Association were 
called and examined by the Committee. | 
On motion of Mr. Cantin, seconded by Mr. Forbes, 


Resolved,—That the brief from the Canada and Gulf Terminal Railway 
Company be reproduced in appendix to today’s proceedings. (See appendix 
B of today’s proceedings.) 


/ The examination of the witnesses being concluded the Chairman an- 
_ nounced that on Thursday, March 11, 1965 the Committee would consider 
Bill S-42, An Act respecting Interprovincial Pipe Line Company. 

The following witnesses will be invited to appear on Bill C-120: 


On March 23, The Port of Halifax Commission and National Farm- 
ers Union, Saskatoon, Saskatchewan. 


On March 25, Canadian Manufactuers’ Association, Toronto, and 
Canadian Industrial Traffic League, Toronto. 
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‘ ' Thereupon Mr. Stewart, seconded by Mr. ivosnan moved that Mr 
tse Macaluso be elected Vice-Chairman. oe 


van es, There being no other nominations, the Chairman declared Mr. Macaluso 
pena elected Vice-Chairman of the Committee. | obese q 


ts i n) At 11.45 a.m. the Committee adjourned until 10.00 a.m. on Thursday, 
ova Wlarch) 11: 


Marcel Roussin, 
Clerk of the Committee. 


EVIDENCE 


TUESDAY, March 9, 1965. 


The CHAIRMAN: Order, please. We have a quorum. 


We have with us this morning representatives of the North-West Line 
Elevators Association. Our witnesses this morning are: Mr. Cecil Lamont, 
President; Mr. R. H. Weir, Secretary; Mr. D. H. Jones, Counsel; Mr. G. H. 
Sellers, President, Federal Grain Limited and Mr. G. W. P. Heffelfinger, Presi- 
dent, National Grain Company Limited. 

I understand that Mr. Jones, the counsel, will present a brief this morn- 
ing, and I would ask him to proceed at this time. 


Mr. D. H. Jones (Counsel, North-West Line Elevators Association, Winni- 
peg, Manitoba): Thank you, Mr. Chairman. You already have in your hands 
a copy of the association’s brief, and at this time I would like to read to you a 
summary of the main brief. 

Before reading the summary, Mr. Chairman, I should mention that the 
asscciation is also appearing before the Senate Banking and Commerce com- 
mittee this morning, and I hope the committee will not think we are amiss if 
two of our members leave at 11 o’clock. It is not that they do not wish to 
remain but the fact is they have to be elsewhere. I would ask that the com- 
mittee accommodate us to that extent. 

The North-West Line Elevators Association represents the investor owned 
section of the grain handling industry in western Canada. 

The association appreciates the opportunity to present its views to your 
Committee on the problem involved in the proposed changes to the transporta- 
tion laws of Canada, with particular reference to those which affect the farm- 
ing and grain industry in western Canada. 

The report of the MacPherson royal commission dealt specifically with 
two aspects of the problem of transportation of western Canadian grain to 
markets. The first was the policy that should be adopted by the federal govern- 
ment towards the abandonment of branch lines, and the second was the level 
of grain rates for the transportation of grain to export positions. In the con- 
| sidered opinion of the association, as expressed to the royal commission and 
_ now reiterated here, these are two of the most important of the problems that 
_ your committee as well as parliament will face in deciding on the shape of 
| the new legislation. The association cannot over-emphasize this statement. 
| If the importance of these two principles is overlooked when the legislation 
- comes to be enacted, the effect on the farming economy of western Canada will 
' be both immediate and serious. 
| The North-West Line Elevators Association appears before you in com- 
| pany with many other persons and groups representative of both grain interests 
_ of western Canada as well as the public at large in that area, to urge upon 
| you most serious and careful consideration of the long range effect that legis- 
lation in respect of branch line abandonment and export grain rates can have 
_ if the correct decisions are not made when such legislation is being considered 
by you and by parliament. 

It must be clearly understood that under prevailing conditions the country 
elevator is the mechanism whereby the farmer disposes of his annual grain 
_ crop for furtherance to its ultimate market, be that market domestic or export. 
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The country elevator must be located on a rail line to operate. If it is taken _ 
away the farmer has no means within his financial reach of turning his crop — 
over to the buyer. oe 

In extensive areas throughout the west abandonment of branch lines on © 
the scale proposed by the railways will have the effect of reducing total 
country elevator capacity. This will involve increased distances over which 
the farmer will have to transport his grain to his delivery point—automatically 4 
increasing his costs of operation at a time when he can ill afford such increase — 
in cost—and millions of dollars will have to be spent to provide new and ~ 
enlarged country elevator facilities at remaining delivery points in order to 
handle the grain formerly delivered to elevators located on branch lines that _ 
have been torn up. 


It must be recognized that at Ieast some part of these costs will inevitably — 
be reflected back to the grain producers. i. 


As a solution to the problem of branch line abandonment the MacPherson i: 
commission recommended the establishment of a regulatory agency whose © 
function would be to “rationalize” abandonment. This involved the segregation a 
of branch lines into two broad categories, those that ought to go and those a 
that in the public interest ought to remain. In the case of the first category 4 
the regulatory agency was to be charged with the duty of cushioning the q 
impact of abandonment on affected communities by stretching out the period © 
for which the line would remain in operation by a system of public support 
given to the railways during that period. In the second category, lines which 4 
in the public interest should remain, were to be removed as a charge on the © 
general revenues of the railway company operating them, and the uneconomic 
portion of the cost of continued operation treated as a charge upon the general q 


1 


public for whose benefit the line was to be continued. , 


It is clear from statements made by the government at the time of its 
‘introduction, that Bill No. C-120, an act to amend the Railway Act, arose out bY 
of the recommendations of the MacPherson commission, and that more © 
specifically the provisions in that bill relating to branch line abandonment _ 


were based on what the royal commission said about that problem. a 
4 


In the view of the association the bill recognized the problem under dis- — 
cussion, but unfortunately did not contain the provisions which were necessary | 
for its solution. a 

Our over-riding objection to the bill where it dealt with branch line 
abandonment has been expressed on many occasions before and we do not 
hesitate to state it again. The legislation should not allow the decision to 
abandon the branch line to be based solely on the profit or loss situation of the 


railway on the particular branch line in question. % 


The legislation provided for a branch lines rationalization authority, but — 
the one power which it should have had to make its work effective was granted, 
not to it but to the board of transport commissioners. Under the bill the branch > 
lines rationalization authority was to transmit to the board of transport com- 
missioners all applications of the railways to abandon branch lines, and it was 
left to the transport board to determine whether the branch line in question is 
or is not economic. b 

In effect, the board of transport commissioners is told to consider the profit 
and loss situation of the railway relative to the particular branch line and 
upon its finding that line “uneconomic” approval for abandonment is auto- 
matically given. There is no provision which makes it incumbent upon the’ 
board of transport commissioners to hold open hearings so that interested 
parties may have the opportunity to examine the statements presented by the 
railway. Moreover, there is no provision which makes it incumbent on the 
board of transport commissioners to consider other factors such as the interests 
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_ of the public and more particularly the local people vitally affected by a partic- 
ular abandonment application. Rather the board of transport commissioners is 
to examine the statements of the railway in closed session, and may or may not 
allow the railway to make further submissions. 


In the opinion of the association, this procedure does not give full recog- 
nition to the rights of those concerned with an abandonment application, and is 
not suitable for the examination of costs, profits and losses, when far more than 
_ the immediate interests of the railways is in question. There is no provision 
in the bill requiring the transport board to listen to those immediately affected, 
or those representative of the wider public interest, and no requirement that 
the submissions of the railways be put to the strict test that can only be im- 
posed when those opposed in interest have an opportunity to appear, to be 
heard and to put in their own evidence. 


To allow branch lines to be abandoned simply on the basis of the profit and 
loss situation of the railways, is in our belief not agreeable to the people of 
western Canada. A balanced view must be taken of all of the consequences of 
rail abandonment before any line is allowed to go. 

It is not good enough to leave to the board of transport commissioners 
the vital decision to abandon, solely on the basis of the profit or loss situation 
of the railway affected, and then to empower the newly constituted branch 
lines rationalization authority merely to fix the time by which the line is to 
be torn up. 

The public interest, of which the railway’s financial position is only a part, 
must govern in every decision to abandon, and in most cases the economic and 
social factors involved should overrule the railway’s balance sheet. 

Your committee is undoubtedly aware that over the past several years there 
have been many applications for branch line abandonment considered by the 
board of transport commissioners, and that in most cases the board has granted 
approval. This series of applications for abandonment has caused widespread 
concern, particularly in the prairie provinces, and has led to severe criticism 
of what has come to be called the railways’ program of piecemeal branch line 
abandonment. 

Any continuation of this case by case, or line by line approach to the overall 
problem, can only lead to results which are the direct opposite to what the 
MacPherson royal commission thought should be the function of the branch 
lines rationalization authority. The association is therefore strongly convinced 
that any legislation which lacks a clear direction to the regulatory authority 
to adopt a regional or area approach to the problem of branch line abandon- 
ment, is seriously deficient. 

We are firmly of the belief that no rational solution to the problem of 
branch lines can be attained as long as each individual line is to be considered 
in isolation from all others. The line by line, piecemeal approach is far too 
restrictive and cannot provide a solution to a problem which is basically 
regional! in character. One small area of a province or region cannot be separated 
and studied alone, without considering surrounding areas. In examining regional 
needs it may become clearly evident that the continued operation of the line 
in question is required for the welfare of the area affected. . 


The total needs of the region affected must form part of the circumstances, 
5 part of the environment under which the question of rail abandonment is to be 
_ considered; the existence of these needs may in many, if not most, cases prove to 
be the compelling reason why the line in question must remain. Regional needs 
must not be reduced, and it is not good enough to postpone consideration of 
regional needs until after the decision to abandon has been made. 
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When Bill No. C-120 was introduced into the House of Commons the ~ 
association, with many others, welcomed the clear assurance given’ ‘by “the 
minister of transport when he stated to the house on September 14, 1964: 


We consider, as every government has considered—at least for a gen- 
eration—that one of the national interests of this country is to maintain 
the tremendous grain export business that has been one of the main 
sources of income for the Canadian people in the whole of the twentieth — 
century. For that reason there is no thought and no intention of disturb- _ 
ing the Crows nest pass rates, and those other rates which are an 
extension of the Crows nest pass rates on grain. 


But it must be recognized that in so stating the government is only speaking 
of the cost of transportation from the country elevator to export positions. 
While this is a vitally important element in the overall cost of grain transporta- 
tion, it is by no means the only element nor the one of sole significance. 


It must be understood that the cost of transportation to the farmer is 
made up of two elements: 
1. The cost of haulage from farm to country elevator; and 


9. The cost of rail freight from country elevator to terminal elevators q 
and seaboard. 


4 
The present average length of haul from farm to country elevator under the 7 
existing branch line system is of the order of ten miles. On the basis of a 
number of authoritative studies the cost of local transportation from farm to 
country elevator by full farm truck loads, averages one-half cent per bushel 
mile: hauling charges are therefore in the neighborhood of five cents per bushel. 4 
Taking as an example the length of haul from Regina to the lakehead, which — 
is 776 miles by rail, the cost of transportation per bushel is 12 cents. It will 9 
be seen that, although the distance involved in local haulage is comparatively | 
small, the cost is significantly large in relation to the total transportation bill — 
from farm to export position. y 

If, through abandonment of branch lines, producers had, on an average, — 
to double their length of local haul thus increasing their total hauling charges q 
from 17 cents to 22 cents, the effect would be equivalent to a 29 per cent 4 
increase in their former hauling charges. 

We contend that it is not enough simply to maintain the statutory grain | 
rates in order to ensure reasonably priced transportation to the producer. a 
Statutory rates must of course be maintained at the present level, and what — 
is of equal importance the place at which they take effect must be maintained — 
at the same distance away from the combine or farm granary if the effective a 
cost of transportation to the producer is to remain the same. It is no protection | 
to the producer to keep the statutory grain rates unchanged while taking away — 
his easy access to such rates when forcing him to increase his haulage costs © 
significantly in order to obtain the statutory rates. . f 

During the past two years western agriculture has again been brought | 
into prominence by the sale of huge quantities of wheat to the Soviet Union — 
and China. The importance of western agriculture to the Canadian economy is @ 
once more appreciated. Every agency or group involved in the export movement a 
of wheat can be justifiably proud of the part it played in the successful con- — 
clusion of the delivery of such an enormous quantity of wheat. Little has been — 
said concerning the important role played by our branch line system, which 
enabled the railways to gather and deliver the required volume of wheat. Not | 
nearly enough attention has been given to the fact that present day trends ii es 
grain marketing emphasize effective export promotion and market expansion — 


4 
«it 
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by maintaining adequate reserves of all wheat to meet the needs of customers 
under all circumstances. To do this we must have the smooth movement of 
wheat off farms into country elevator facilities. The trend towards increasing 
grain production and sales on the one hand, and the need to maintain com- 
petitive grain prices in export markets on the other, emphasizes the need to 
maintain a high degree of efficiency in our grain gathering system. We do not 
question the fact that some adjustments will have to be made to reflect changing 
_circumstances, but we do seriously question any development which substan- 
tially raises costs or which forces severe and undesirable adjustments in the 
present highly acceptable pattern of grain delivery and shipment. 


The past two years have been favourable ones for western agriculture and 
railways shared in this prosperity. The Canadian Pacific Railway handled 18,000 
more carloads of wheat in 1963 than in 1962, and we believe this movement 
of wheat made a contribution to the increased profits of the railway. We will 
not likely have such a large movement of grain in the crop year 1964-1965, 
but there are indications that in years ahead we could be favoured with 
increased crop yields which would have to be moved to market. The farmers 
of western Canada are increasing their production per acre by the extensive 
use of fertilizers and chemical weed killers. The most recent development in 
the research on the hybrid wheats indicates a breakthrough could occur in 
the next few years. 


Should hybrid wheat become practical, and with further development in 
the use of fertilizers, it is conceivable a 700 million bushel wheat crop in 
western Canada will represent ordinary production. With world demand for 
foodstuffs almost beyond comprehension, it is conceivable that the railways in 
western Canada will be called upon to move more wheat to export position 
than in past years. Speaking at Winnipeg on February 24, Mr. Sharp, Minister 
of Trade and Commerce, predicted that in the present crop year and in the 
crop year following, there would be annual exporis of 400 million bushels. 
Such development should improve the volume of traffic on many lines whose 
future seems in doubt at the present time. 

We wish to conclude our submission by making recommendations to you 
concerning the principles which we believe must be incorporated in the pro- 
| posed legislation if it is to be made workable, and if it is to serve the needs and 
| requirements of those who will inevitably be affected by any branch line 
/ abandonments that are allowed to take place. 


1. Of paramount importance is the principle that no branch line should be 
' abandoned solely on the basis of the profit or loss situation of the railway in 
_ relation to the branch line under consideration. Everything that has been said 
in this submission—the piecemeal approach adopted by the railways, the effect 
on the farmer in terms of removal of his existing grain delivery points, the 
_ heed for the widest possible public enquiry before abandonment is authorized, 
_ the effect of abandonment on towns, villages and rural municipalities located 
along the line, and the expressed policy of the government not to disturb the | 
present level of transportation cost to the farmer—are all inherent in this 
| proposition. 

2. We believe that the branch lines rationalization authority should be the 
- only agency to adjudicate on branch line abandonments. The authority should 
| be clothed with the appropriate powers to hear and pass on applications for 
' abandonment rather than the board of transport commissioners. Before this 
branch lines tribunal, cost figures, both to the railways and the people affected, 
could be examined and the total effect of the proposed rail abandonment con- 
_ sidered. The decision on abandonment and, if granted, when abandonment is to 
| take place, should be within the sole jurisdiction of the branch lines authority. 
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reached, either on the question of the railways’ profit or loss situation, or on G 
whether to abandon any particular branch line, that public hearings be held — 
at which all persons interested, including the railways, the farmers, the grain’ 7 
handling industry and the communities affected, have the unquestioned right 
to appear and be heard, to give evidence themselves and to subject the evidence — 
of others to the kind of searching scrutiny without which no tribunal can reach @ 
a proper decision, having regard to the interests of all concerned. Furthermore, — 
we consider it vital that when consideration is being given to any application a 
for abandonment, the effect on farmers, owners of country elevators, and on a 
towns, villages and rural municipalities, be made a matter of primary concern “i 
in reaching the decision. . ow 

We realize the difficulty of incorporating any such directive into legisla- a 
tion granting the powers and defining the duties of a tribunal such as the ~ 
proposed branch line rationalization authority. However, we would recommend ~ 
the expansion of the appellate powers of the governor-in-council now contained am 
in the Railway Act to include the power to vacate any order for abandonment. 
We believe the governor-in-council should be able to strike out any abandon- 4 
ment order completely if circumstances so warrant such action, in the same ~ 
way that the governor-in-council now has power to deal with any order of a 
the board of transport commissioners which it does not consider to be in the — 
public interest or in the interest of any person directly affected by such order. — 


4. The more powerful branch lines rationalization authority we advocate — 
requires more than the three members proposed by Bill No. C-120. It is sug- — 
gested that seven be appointed. By having an increased membership every i 
section of our country could be represented. We also suggest that since the © 
great majority of abandonment applications will be in western Canada, the © 
headquarters of the authority be established in the west. 4a 


5. We urge that any legislation make it incumbent on the branch lines © 
rationalization authority to consider branch line abandonment applications on ail 
regional basis and not on a line by line, piecemeal basis. We firmly believe that — 
an entire review of all transportation facilities over a particular area is required © 
in the proper evaluation of one or more rail branch lines. We would also suggest — 
that all lines being considered for abandonment within an area be looked at 
together, so that the total effect of the proposed abandonment may be taker 
into consideration. We think that the extent of the areas under such consider- | 


ation should be left to the discretion of the authority. 


6. The effect of widespread abandonment will be of concern to all owners — 
of country elevators. When any country elevator is closed down by reason of 
abandonment its owner will undergo the loss of the facility as well as th 4 
earning power that facility now possesses. — 

In addition to the element of cost to the elevator owner just mentioned, 
there will be the requirement for new capital investment in another elevator | 
on a continuing railway line whenever the owner considers it desirable to — 
replace the capacity that has been lost. Adequate provision for relief should 
be provided to assist in bearing the heavy burden of the reconstruction of lost | 
elevator capacity. a 


7. To safeguard the interests of those dependent upon or affected by any 
branch line, legislation should state that whenever an application to abandon 
has been heard and denied, no further application in respect of that line will 
‘be considered until after the expiration of a stated period of time. The associ- 
ation suggests that a period of ten years would be appropriate. | | 4 
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8. Finally, we urge that some restriction be placed upon the meaning of 
public interest, as that expression may be construed to be a factor in any branch 
line abandonment case. In its widest application the term may be held to be the 
same as the national interest, and that it is more in the national interest that a 
line be abandoned by reason of the profit or loss situation of the railway than © 
that it be maintained even though maintenance of the line is a matter of com- 
pelling urgency when measured by the yardstick of the local economic interests 
directly affected. This suggestion is prompted by the fact that in past applica- 
tions to the board of transport commissioners the railways have contended for 
such a wider interpretation of the expression “the public interest.” Up to the 
present the board of transport commissioners has not adopted such an inter- 
pretation, but there is no guarantee that in the future such an argument might 
not find favour with the regulatory authority concerned. 


All of which is respectfully submitted. 


Mr, Chairman and members of the committee that constitutes the submission 
of the North West Line Elevators Association in summary. I was asked to be the 
initial spokesman for the delegation. If there are questions I hope the committee 
will permit any one or more of the members of the delegation to provide 
answers to these questions. 


The CHAIRMAN: Mr. Jones, you might indicate which members will remain 
with us and introduce them again so that every member will know who he is 
addressing. 


Mr. JONES: On my immediate right is Mr. G. H. Sellers, president of the 
Federal Grain and Alberta Pacific. On his right is Mr. Cecil Lamont, president 
of the North-West Line Elevators Association. On his right is Mr. George 
Heffelfinger, president of the National Grain Company Limited and on his right 
is Mr. R. H. Weir, secretary of the association. Mr. Lamont and Mr. Heffelfinger 
may have to leave as the hour of 11 approaches. Mr. Weir, Mr. Sellers and 
myself will remain throughout the session. 


The CHAIRMAN: Thank you very much, Mr. Jones. Mr. Rapp. 


Mr. Rapp: Mr. Chairman, I am very much impressed with the brief. I think 
it expresses the views of grain growers in the prairie provinces. There is one 
' question I would like to ask and no mention was made of this. What will happen 
_ to the grain elevators when the line is removed or abandoned? Will these grain 
_ elevators still accept grain, although under the present legislation, any elevator 
| that is off-track or not on the track, is not in a position or is not allowed to 
- accept grain? What is the stand of your association on this question. 


/ Mr. G. H. SELLERS (President, Federal Grain Company Limited): Mr. 
_ Chairman, may I answer this? 


The CHAIRMAN: Yes. 


Mr. SELLERS: This divides itself into two parts. In the first place under the 
_ current regulations an elevator cannot be granted a licence to operate by the 
_ board of grain commissioners and take in grain if it is not on rail. So under 
_ current conditions the elevator is out of business. Secondly, assuming that those 
_ regulations could be changed, although they are there for a good and sufficient 
reason, the Canadian wheat board during the war paid storage on grain that 
was housed in curling clubs and in various other places and found that it was 
_ inexpedient and undesirable, and they have technical reasons for this change. 
_ However, there would be another factor and this is one of economics. In most 
cases the unloading and transshipment by truck to a further elevator would 
_ make a double handling and increase the cost. Then probably in a great number 
_ of cases it would be uneconomical, even if you could get a licence which you 
cannot. 
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Now on occasion some companies have actually moved country elevators a 
considerable distance. The only trouble is that if every elevator along a branch © 
line was moved to the nearest point, you would have over building and over 
capacity at a point and duplication and it would not be where it should be. 

In the case of the older elevators it is impractical and impossible to move 
them. Therefore, unlike the man who may run a filling station and sell more ~ 
gasoline there, or a hotel keeper who may or may not suffer by not having ~ 
people come into his hotel, the elevator operator at that point is effectively — 
put out of business and he has an asset that is only worth its salvage value 
and, due to the method of construction of these buildings, this salvage value a 
is worth very little, when you wreck them. 


The CHAIRMAN: Mr. Horner, you are next. 


Mr. Horner (Acadia): Yes, along with Mr. Rapp, I agree that the sub- 
mission is a very good one. You state on page 7 that you are very pleased ~ 
to see the minister’s statement concerning the Crowsnest pass rates. Yet — 
on the first page—and I think you imply throughout your brief that Bill No. 
C-120 deals to a large extent with the branch line abandonment and the low 
level of grain rates. Would these two matters combined practically destroy 
the old Crowsnest pass rates or the effect of the Crowsnest pass rates as we 
understand them in the west? | 

Mr. R. H. WEIR (Secretary, The North West Line Elevators Association): 1 — 
believe, sir, to have the effect of the Crowsnest pass rates that the government — 
desires to have and is reflected in this statement of the Minister of Transport, — 
the effect of these rates would have to be on the same position as they are — 
now with regard to the farmer. That is, if the farmer were required to haul @ 
10 or 12 extra miles it would be an added burden to him, a considerable — 
added burden, and he would not gain the benefit that he has now. 4 

The Crowsnest pass rates cannot be taken in a vacuum. To gain the effect 4 
of those rates the distance that the farmer has to haul must be considered. q 

Mr. Rapp: In a sense the cost is going to be greater to the farmer. 

Mr. WEIR: Yes. 

Mr. Rapp: Therefore, the effect of the Crowsnest pass rates will diminish — 
when his costs go up on moving grain. 

Mr. WErIR: Yes, that is correct. al 

Mr. Rapp: There is one other subject that I would like to deal with which ~ 
you did not touch upon too greatly. What effect will branch line abandonment ~ 
have on the storage position of western grain? This has been a very keen — 
factor in the last few years in the selling of wheat when we were fortunate ~ 
to have it in storage. a 

Mr. SELLERS: First of all, I do not think that it would be reasonable to ~ 
say that we have too much storage capacity in Canada at the present time ~ 
because there are millions of bushels even today and at some periods whole ~ 
crops have been stored on the farm. Now that means that if all the lines™@ 
are abandoned that are currently under consideration, and the C.P.R. may ory 
may not intend to abandon more than currently have been brought up, it — 
would mean we would be abandoning—incidentally, over 90 per cent of all — 
abandonments will be in western Canada—more than 20 per cent of all the — 
points in western Canada a 

Now, in my company alone we have something over 750 elevators. We | 
could lose upward to 150 or more. To replace that storage, which would not 
necessarily be at the nearest point where there was a rail,—that might not be 
the expedient place to do it. Last fall we built the furthest north elevator — 
in the world at a place called Hight Level, 170 miles north of Grimshaw ~ 
which is north of the Peace river. This is incidentally north of Churchill. 


rs 


RAILWAYS, CANALS AND TELEGRAPH LINES 849 


There is an expanding farming community up there and while there are 
too many elevators at points to the south, there are other points where logically 
new elevators are required. So the capacity in some places or another, in order 
to permit the wheat board to make extensive sales when possible, should be 
provided in our opinion and that is in the interest of the farmer. Now I do not 
know whether I am answering this question in a proper manner but here are 
the figures. In Manitoba, Saskatchewan and Alberta the C.P.R. have currently 
23 applications covering 630 miles. The C.N.R. have 89 covering 3,612 miles, 
2,981, or a total of 3,601 as it stands. The number of elevators affected in the 
three prairie provinces is a total of 891, with a total capacity of 56,714,000 
bushels, out of approximately 5,000 country elevators with a capacity of 
300,000,000. These are the figures: 56,700,000 bushels of capacity would be lost. 


Mr. Horner (Acadia): With further regard to the storage question, fol- 
lowing the Bracken commission, have the storage facilities not played a great 
part in the matter of the allocation of box cars to the movement of grain as a 
whole? 


Mr. SELLERS: Yes, that is true. 


Mr. Horner (Acadia): And to quite a large extent storage has played a 
great part in the gathering of customers or maintaining customers? 


Mr. SELLERS: Yes, that is true. 


Mr. HoRNER (Acadia): Therefore, this whole question of line abandonment 
| comes right back to the farmer, concerning his choice of delivery and what par- 
| ticular company he wants to deal with. The whole thing hinges and ties in 
| together. 

Mr. SELLERS: Yes, that is true too. 


Mr. Horner (Acadia): I have one further question on this line of aban- 
donment and movement of grain. You are probably well aware of Mr. Gordon’s 
| Speech on grain movement which he made in 1962 where he said: 


Today on a thin density branch line—that is to say, a line that carries 
almost entirely grain and where the total volume originated is about 
1,000 cars for a 60 to 70 mile line over the course of a year—it can cost 
the railway 10 to 15 cents or more per ton mile to carry grain to the 
main line, whereas truck costs for the same movement are in the range 
of 4 to 8 cents per ton mile—or only half the cost. 


He goes on to say how much it would cost the railway to move this amount 
of grain. 

He maintains that this same amount of grain could be moved by trucks 
_ the same distance for less than one half. Do you agree with this statement? 


; Mr. SELLERS: I very flatly disagree with it. I think his facts and figures are 
| wrong. 

| Mr. FIsHER: That is sacrilege. 

Mr. HorRNER (Acadia): I shall forgo any further questions. 

The CHAIRMAN: Now, Mr. Muir. 


| Mr. Muir (Lisgar): I agree that this has been a very comprehensive 
brief and that you have stated a number of things which are of concern not 
only to the farmers but also to western Canada as a whole. I am inclined 
to agree, although the Minister of Transport gave us the assurance that we 
| have had over the years that the Crowsnest Pass agreement would be honoured, 
that we are largely going to lose this by reason of increased transportation 
costs to the farmer to his point of delivery. 
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I have some questions on storage and your attitude towards it which is, ; 
would like to have cleared up. One is this: in the case of abandonment where ~ 
you have to close down smaller elevators—and this is going to happen all © 


Mr. SELLERS: Well, the greatest problem that faces us today, and I think © 
every elevator company, is that it is impossible to plan with unknown factors 
and piecemeal abandonment. We clearly agree that there are a number of | 
duplicating types of branch lines, and that it is in the interest of all to abandon | 
them. We do not say flatly that you ought not to abandon any line and that 
we think it wrong, but we believe we ought to have a policy designed on an 
over-all basis and in the public interest. 


We are also doing what you suggest as far as we are able to determine key — 
delivery points. We are building larger elevators. There is, however, a limit 
to where efficiency stops and the correct size to build them begins. But at i 
that point, which appears to be the key point, this is happening today. 


4 

f 
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Mr. Muir (Lisgar): Would you not agree that this type of operation will — 
largely destroy the delivery of grain as we now know it at harvest time? I i 
am thinking of where the farmer may under present conditions draw small 4 
loads from the field to the elevator, and I am thinking of conditions where, if — 
a line is to be abandoned, it would be necessary for him to build storage and — 
keep his grain at home until after the harvest. 


Mr. SELLERS: Well, that is a hard question to answer. Grain can be hauled / 
and trucked a long way. We built an elevator at High Level and the farmers © 
were hauling almost 150 miles by truck to the nearest elevator at Manning. — 
Incidentally, Mr. Heffelfinger has elevators at these places, too. After a great — 
deal of study we came back to our view that we were bound to get the — 
grain at Manning anyhow and that it was not necessary in the farmers’ — 
interest to have to haul the grain that far. :, 


In some cases what you say is correct, that better highways lead farmers — 
to skip certain delivery points. But that is not always true. This is part of the | 
general study of what is the economic effect of given lines. In other words, © 
you cannot answer it with a yes or a no. It depends upon the exact location. — 
We may confine ourselves to a number of delivery points. a 


Mr. Murr (Lisgar): I am trying to look at this from the standpoint of 
the farmer. It is true of course that his grain can be delivered to a central — 
point by using trucks. The point is that in the meantime while trucking it, © 
while taking his grain to the elevator, he has to keep it and store it. i 


Mr. SELLERS: This all adds to the farmer’s cost. While I am not an 
experienced farmer, I do have a farm some distance outside of Winnipeg, and — 
I could haul my grain to a Winnipeg elevator. But if during threshing we © 
could haul it to a nearer elevator, with the labour and time considered, I — 
would haul my grain to the nearer elevator rather than straight into Winnipeg. 4 


Mr. Murr (Lisgar): What would you consider the appropriate transition — 
period when a line has been authorized for abandonment in which to adjust — 
your affairs in regard to the elevators that you are losing on a line? How long 4 
would you like to have before you had to abandon the elevator itself, or tear — 
it down? 4 

Mr. SELLERS: Well, in order to invest new money designed to be in the a 
best interest of the producer—after all, if it is not in the interest of the 
producer and the economy of the country, it is not going to be a money maker — 
for an investor at all—we have to know more than about a single branch line. — 
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m We would like to know what series is going to be abandoned in order to be able 


to develop the need. But generally speaking I would think that the industry 


at large would feel that about five years would be ample time to plan, and 


move, and take action. 


Mr. Murr (Lisgar): You are basing this assumption on the fact of it 
being a regional affair rather than a piecemeal abandonment. 

Mr. G. W. P. HEFFELFINGER (President, National Grain Company Limited): 
Yes, we think this is very important. It does not do us much good, and the 


- time factor is not important if we are just dealing with one branch line. 
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Consider, for example, the southeastern corner of Saskatchewan as a whole 
area. If abandonment is planned, I think, within even a five year period, we 
would be able to make adjustments or a transition to the new marketing pat- 
tern which would develop. 


Mr. Muir (Lisgar): Whereas if single branch lines are taken out piece by 
piece, if would leave your affairs in a difficult situation. 


Mr. HEFFELFINGER: About four or five years ago the western Reston- 
Wolseley line was abandoned and we lost two or three elevators. In order 
to adjust to this we built a brand new elevator at Kipling where we invested 
something in excess of $100,000. It provided an increase in storage. But we 
were extremely surprised last year when the Canadian National Railways said 
that they planned to abandon the line where Kipling was located. This piece- 
meal type of abandonment is just wasting money for us. | 


Mr. Muir (Lisgar): You would certainly hesitate. 


Mr. HEFFELFINGER: Yes, I think so. We would just be putting good money 
after bad. 


Mr. Muir (Lisgar): Whose statistics are going to be used to ascertain 
whether a line is profitable or not? Is it going to be those of the railway? 
It seems to me that there was a clash between the statistics used by the prov- 
ince of Manitoba and those of the Canadian Pacific Railway before the com- 
mission. There was quite a difference. 


Mr. R. H. WEIR (Secretary-Treasurer, Northwest Line Elevators Associa- 
tion): Yes, I believe the costing of rail services is a very difficult art. In this 
present bill we were alarmed to see that the railways had the right to put in 
their figures and were not to be cross-examined on those figures. We believe 
that if figures are going to be arrived at, they must be arrived at by means of 
cross-examination. This is indicated by what happened in the hearings before 
the MacPherson commission. I believe this matter was covered on Thursday, 
March 2, when Mr. Cope was briefing the members here. The cost would be 


arrived at properly by the railways presenting their figures and standing the 


scrutiny of examination by interested parties, and also by the board of trans- 
port commissioners. Just to accept the railway cost figures I think would be 
an incorrect procedure. 

Mr. Muir (Lisgar): I have one final question. I would like to ask one 
of the gentlemen if he thinks that under either plan, where there would be 
considerable abandonment of branch lines, we could have handled this huge 
export problem that we had with China and Russia if we did not have the 
present system, and the present number of local elevators to bring the grain 
in? Do you think it could have been possible to have done it as efficiently had 
we not had these branch lines? 


Mr. HEFFELFINGER: The year in question was an exceptional one. I can 
certainly say it would not have been possible if 56 million bushels of space 
had disappeared. I think it was very difficult to handle the amount that we 
did handle in that particular year, and the disappearance of line storage space 
in that year would have been detrimental to that movement. 
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Mr. Prirtie: We have been talking about the regional approach to ~ 
abandonment. I am looking at notes that I made a week ago, in connection ~ 
with whether we would be doing it on an area basis or on a regional basis, — 
and not on a single line basis. 

Mr. Weir: I believe Mr. Cope said it was implied that they would like to — 
see it directly written into the bill that a line was up for abandonment rather — 
than to wait until the branch line rationalization authority was considering if 
the line should be abandoned. 


Mr. Prirtre: Thank you. 
The CHAIRMAN: Now, Mr. Muir. 


Mr. SELLERS: I come back to the question you asked Mr. Muir concerning — 
the wheat board. Mr. Sharp on a number of occasions has said that they — 
could have sold more wheat in the particular year in question but they were ~ 
afraid to do it, and were worried about trying to market all that they did sell. 
So I think this clearly indicates that they felt that they were straining the ~ 
resources of the industry to the utmost limit. a 


Mr. Muir (Lisgar): Do you think you would be any more efficient as a q 
group of grain companies if you were more centralized, even though it might — 
cost the farmer more? a 


Mr. SELLERS: There are two aspects: one is that it would be more desirable, — 
if we lose 56 million bushels of capacity, that it be replaced but not necessarily ~ 
in the same place. There again that is the question which is very hard to — 
answer when the cost of replacing that storage capacity would amount to 
somewhere between $56 million and $75 million, depending on how it was © 
done. . 

Mr. Murr (Lisgar): One of these gentlemen mentioned that he thought q 
that five years would be the minimum appropriate transition period when 4 
you could make other arrangements. What about the outside parties, the © 
municipalities and the provinces, when there is no doubt that lines are going j 
to be abandoned? Roads are going to have to be built, and roads cost money. 
And in the case of a municipality they cannot build any great number of 4 
roads in any one particular year. Therefore, for the sake of the municipalities 4 
even a five year period of abandonment would not be inappropriate. 
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Mr. SELLERS: The intent of our brief was not really a selfish one. The © 
intent was to put forward the views of the producers and of at least 50 per cent © 
of the producers in western Canada, who come under the elevators owned by ~ 
this association. We are attempting to put forward their views and our own © 
in a single manner. And when the number of years came up, naturally — 
the longer you have, the better it is. But there are two sides to each question — 
even though it may be a matter of getting on with the job. 7 


Mr. Cecil Lamont (President of the North-West Line Elevators Association, Winni- 
peg, Manitoba): I think there is no doubt that by the time local councils get their — 
appropriations through, with truck lines and roads built, you would need a- 
five year period. q 


a 
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Mr. Muir (Lisgar): I think you would need five years. 
The CHAIRMAN: Now, Mr. Southam. q 


Mr. SOUTHAM: I wish to congratulate the North-West Line Elevators Associ-- 
ation for their very comprehensive brief. I think it puts forward points of 
weakness in the final terms of Bill No. C-120 very well. It focuses our attention, — 
and that of the government, on appropriate amendments. My question is going 
to be based on one already raised by Mr. Muir, which I think went to ° the 
crux of the whole problem. When we do get the rationalization principle fully 
established—and I think this is the important aspect to this whole bill—they 
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| have it not only in name but also the authority to set it up and to look at this 
| rationalization problem and to eliminate what to us is the greatest concern, 
| that is, piecemeal abandonment. When they are looking at it, how are they 


| going to arrive at the proper cost price formula? I think Mr. Muir hit on a 
| very salient matter when Mr. Cope was here. 


When this subject was brought out before the MacPherson commission 
| there was wide variance of opinion by officials and the commissioners about 
what was a proper cost accounting system and whether they should accept the 
| railway cost accounting. They referred to another independent accounting firm 
| in the United States, whose figures were wholly at variance with the original. 
cost formula, and their figures again were not in agreement and did not satisfy 
| everybody concerned. Then at some time or other a third group seemed to 
| come up with something which was acceptable to both points of view. I think 
| this is something which has to be written into this bill. I think there should be 
| some formula in the bill which would set out the terms of this cost accounting 
| principle, and something on which everybody could agree. You have not 
| mentioned it specifically in your brief, but I think it was a point well taken 
| by Mr. Muir, and is one Which is of as much importance as any other point. 
What is your opinion on this? 

' Mr. Lamont: Mr. Chairman, in that respect we suggest an open inquiry. 
| We quite agree with you that railway cost accounting terms are rather 
| mysterious, even to cost accountants. When the MacPherson commission was 
' sitting the wheat pool organization engaged special accountants from the United 
| States and so on, and my recollection is they could not agree with the railway 
/ accountants on costing. It is for that reason we suggest the open type, where 
|the figures presented by the railroads can be examined. Now, the people 
Opposing abandonments would have to use the best method to ascertain whether 
ior not they represent the facts as others might see them. 


| Mr. SELLERS: We believe we can look forward to larger crops over the 
/next few years than was the case a number of years ago, and that some of the 


charts and yardsticks, even for the last two or three years, might change quite 
| significantly. 


' Mr. SourHam: Mr. Chairman, I was very interested in Mr. Heffelfinger’s 
statement about the elevator being built at Kipling, Saskatchewan. As you 
know, I come from the southeast of Saskatchewan. The Reston-Wolseley Line 
was the first experiment we had in railway abandonment. I took strong ob- 
jection to the abandonment of that line at the time because this happened prior 
‘to the MacPherson royal commission bringing in the report. I was very sur- 
‘prised and, indeed, very much alarmed to hear of the Canadian National Rail- 
Ways’ application to remove that line. In my opinion, this points out very 
emphatically the need for a rationalization principle in this bill. It should be 
looked at from an overall point of view, a large regional area rather than a 
local area, so far as abandonment is concerned. I was very interested in hear- 
‘ing the comments on the question of costing; I think this is going to be one 
‘of the areas where the greatest arguments will develop, when the authority is 
‘set up under the new legislation. As I said, I was very interested in hearing 
‘your remarks. 

: The CHAIRMAN: Have you a question, Mr. Rapp? 

| 

} 


Mr. Rapp: Mr. Chairman, one point that was made very clear to the 
‘committee is if railway abandonment is going to take place, as it is in Bill No. 
IC-120, many of the storage facilities we have in the prairies will disappear. 
‘There is no question but that the grain companies will have to build some 
of these facilities to store the grain. But, I think there is a great need at 
the present time for the government to give consideration to the building of 
- of these storage terminals on the prairies. In the past there was not too 
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much use made of this but I think the time is ripe now for ine AEM on 
give consideration to the building of storage terminals on the prairies. I have 
advocated this for some time. This matter has to be given serious consideration. 
If these line abandonments do go through, and I think they eventually will, 
the farmers will be left in a very difficult situation; they will have to haul their 
grain fifty or sixty miles to the next elevator. Because of the difficult snow. 
conditions in the winter time it is imperative that these storage terminals be 
built by the government. Also, I think the companies have to take these facts : 
into consideration and provide their own storage facilities. , 


Mr. Lamont: Mr. Chairman, in respect of Mr. Rapp’s proposal for build-. 
ing an interior terminal in his particular locality, may I say that we have 
found that these terminals have been most uneconomical. It has been estab- : 
lished that the cheapest method of providing storage is the type of elevator 
which exists at the present time. We are getting into the larger type of ele- 
vator, which is of wooden construction; but, once you get into these very costly 
concrete interior terminals not only are they operated at a very substantial 
loss because, after all, somebody is going to have to pay for them, but, the y 
are very costly to operate, particularly on account of the transhipments in 
volved. Unless the government wants to pour a lot of money into an 
uneconomical system I would think these should be avoided. 


Mr. Rapp: I am sorry but I cannot agree with you. 
Mr. Lamont: I was afraid you would not. 


Mr. Pascor: Mr. Chairman, may I say that the brief presented was a very 
interesting one. The arguments presented in the brief are along the same 
lines as the arguments I hear from time to time out west. I think the govern- 
ment will have to recognize these arguments in the new bill. a 


Mr. Sellers has answered to a large extent the question I wanted to put. 


I believe there are thirteen elevator companies represented by the North- 
West Line Elevators Association. At least, that is the number in the brief. — 


Mr. Lamont: I hope that is not unlucky. 


Mr. Pascos: I believe that Mr. Sellers mentioned that about 50 per cent 
of the grain is handled by this association. 


Mr. Lamont: Mr. Chairman, just under 50 per cent of the elevators on 
owned by the particular companies of the association. 


Mr. Pascor: I believe you said there were 5,000 elevators with a total 
capacity of 300 million bushels. aw 


Mr. Lamont: Yes. 
Mr. Pascoe: What capacity would your association have? 


Mr. Lamont: Our capacity would be roughly over 40 per cent. 
Mr. Pascoe: Forty per cent of that figure. 

Mr. LAMONT: Yes. 

Mr. Pascoe: Mr. Sellers, it is also stated in this brief that you are putting 


forward the views of producers, meaning the customers, of course, using your 
facilities. Could you tell me how these views were obtained? Did you obtain 


them from meetings or from casual comments being made? a 


Mr. SELLERS: These comments would be passed on to us. Our agents a are 
in contact with the farmers every day. They report daily to their head offices 
and, in that way, we obtain the views of the farmer. 


Mr. Pascoe: So, you could say that the views expressed in the brief 
pretty well the views of your customers? 


Mr. SELLERS: Yes. 
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Mr. Pascoe: Mr. Chairman, I want to establish one more point, namely, 
the need for branch lines and the use of the railroads in working with country 
_ elevators. Could you tell us the amount of turnover in country elevators 
_ during the year? I am trying to establish whether or not you use a lot more 
| than your total elevator capacity in one year. 


| - Mr. HEFFELFINGER: It would vary widely from elevator to elevator. If my 
| memory serves me correctly, the turnover was approximately twice in respect 
| of the elevator which our company operates. 


| Mr. Pascor: So, the movement of trains on branch lines does facilitate — 
| the delivery to a large extent from the farms. 


Mr. HEFFELFINGER: Yes. If I may, I would like to comment on the question 
| you put a moment ago. In respect of the sensitivity of the investor-owned 
| end of the business and the wishes of the customer, larger operating units 
probably would be more acceptable to us because it would be cheaper for us 
| to operate a large elevator rather than a great many small elevators such as 
| we operate today. But, we do not feel it is the wish of the producer to drive 
| 25, 30 or 50 miles to his marketing point and then to have to deal with a more 
| Impersonal larger unit. . 

| Mr. Sellers commented on the fact that several of us have built elevators 
| at High Level during the past year. This business was being adequately served 
| at Manning, Alberta, but because the producers did not want to drive 50 or 
100 miles to Manning we were sensitive to this fact and, with a view to the 
future we built elevators at High Level, Alberta. It will be uneconomical for us 
| to operate at High Level until business develops but, the producers asked for 
this, so we built them. Very often we do these things because of sensitivity to the 
| producers’ requirements. 


Mr. Pascoe: Well, I agree with that part of it. 


: Mr. Muir (Lisgar): In respect of most local elevators I believe they turn 
_ over anywhere from two times, as you say, to six times. Quite often, an elevator 
| with a capacity of 50,000 bushels will handle up to 400,000 bushels. 


Mr. HEFFELFINGER: Yes, this is true. I was taking what I remembered to 
| be our total licensed capacity, which is a theoretical maximum. 


Mr. Muir (Lisgar): Are you taking into consideration your terminal? 
Mr. HEFFELFINGER: I am talking about just the country elevators. 


Mr. SELLERS: Mr. Chairman, I was going to comment on the difficulty in 
that regard because it is not the same every year. When sales have been poor 
'and the terminals have become plugged, as well as the country elevators, the 
_ turnover will depend on the ability of the terminals to take the grain from the 
country. Now, we do have single elevators, which have a capacity of about 
150,000 bushels, which handled over 450,000 bushels last year. Of course, the 
_ideal situation is that the grain be stored at terminal elevators at the lakehead 
or at the Pacific coast, and that the smaller elevators have a fast and ready 
turnover at the country point. In order to provide service for our customers 
_we have to provide more country storage than some surveys have shown would 
| be the cheapest if you can get box cars and shipping orders as often as you 
| require them you then would be able to have a very constant turnover. But, 
}you cannot do that. 

Mr. Lamont: In respect of these figures, the dominion bureau of statistics 
‘put out figures showing the total country elevator receipts for the last crop year 
and, to the best of my recollection, it was around 750 million bushels, and with 
country elevator capacity slightly over 300 million that bears out the fact that 
the turnover is slightly over two and a half times. There was a very heavy 
movement last year. 


ae 
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Mr. Pascor: Mr. Chairman, I think that emphasizes the importance of box : 


cars and shipping orders, and the fact that branch lines can keep the coontale 
elevators moving. 


I have a further question I would like to put to Mr. Lamont in respect of | 
interior terminal elevators. We have a very large one at Moose Jaw, which is not { 
being utilized to a very great extent at the present time. Do you see any future ~ 
for an elevator of that nature on the main line? q 

Mr. Lamont: Immediately I think of all the years which that elevator has — 
been empty. I would not want to invest any money in such an elevator. 4 


Mr. PASCOE: Perhaps we might be able to sell you one. 
Mr. Lamont: I do not think you could give it away. | 
The CHariRMAN: Would you proceed now, Mr. Watson. q 


Mr. Watson (Assiniboia): Mr. Chairman, I would like to commend theses 
gentlemen on their excellent brief. I think it has covered the general grain 
picture very well. q 

I am very much concerned with rail line abandonments. I have looked at a 
map of my own riding and I have been thinking in terms of one particular point, © 
Radville. I have noted the lines which are to be abandoned within this particule 
area. It appears to be a spider web. I have worked out some figures in respect q 
of this particular riding and, according to my calculations, 77 elevators are to be © 
abandoned if this branch line legislation goes through. This would involve over j 
6 million bushels of storage space. Out of a total of 891 elevators in the three © 
western provinces there would be 547 involved in the province of Saskatchewan ~ 
alone. This is a very great number. The burden that would be placed upon the | 
farmers is absolutely intolerable. In my opinion, we are putting too much em- q 
phasis on abandonments. I think we have to take the attitude that there can be ] 
no abandonments, absolutely no abandonments, with the exception of one line © 
that runs west of Saskatoon, where another line runs parallel to it. Perhaps | 
there could be some arrangement in cases like this between the railways and the 
board of transport commissioners. There has to be co-operation in these matters. 


I would like to ask these gentlemen how they view the development of the ll 
trucking industry within the next few years as it pertains to the railways. Over — 
the week end I noticed that the Manitoba Truckers Association allowed for five - 
big trucking companies to join their association. I was appalled when I looked 
at the names of these companies and the type of trucks involved because, when 4 
I travel west, these are the trucks that I see on the road. Up until now I possibly — | 
was ignorant of the situation; I thought they were private companies. However, © 
I am beginning to realize that these are owned by the railways. What are we 
going to do, if, after all the lines are abandoned, they end up owning all the 
trucks on the highway. The railways are going to be the dictators of transpola 
tion in Canada and, in that way, the people using these facilities will have no ~ 
say whatsoever in en 


I would like your opinion as to what could happen if the attitude was 
taken that the railways should control not only the rail lines, deliveries, the 
grain handling business, but also, the trucking facilities which takes in- 
everything. ey 

Mr. Lamont: That is why we have to come to you for protection. q : 


Mr. SELLERS: First of all, on a per bushel basis the big giant, the suitably 
designed truck, is cheaper per bushel than a smaller truck. Again, one of the 
best examples is this case of High Level. Farmers were having to haul their 
grain by truck some 150 miles and it was costing them something like 30 or , 
40 cents a bushel to do so; and it was unsatisfactory for them to make up the 
truck loads. They were not able to follow through themselves and check the | 
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grading and handling, and in response to very strong wishes on the part of 
our customers we wound up by building there. It just means that if munici- 
palities pay for an extensive network of all weather roads, and large trucks 
are used, there is going to be a broadened expense to the municipality; there 
is going to be an increased cost to the producer, and it is not necessarily going 
to react as a saving to the country as a whole. Again I come back to the spirit 
of the brief, that lines that are not in the public interest and are losing money 
‘merit consideration for abandonment. No one wants to throw away money 
unnecessarily. They have to be studied as a whole and not on a piecemeal basis 
to make economic sense and to permit further planning for not only private 
interests but the public interest, for farmer-owned companies and all people 
concerned. We felt that this might be a disastrous effect of the bill as it was 
previously presented. 


Mr. Watson (Assiniboia): I have another question. Is there a possibility 
that other interests would have more influence on railways than the grain 
trade. I am coming back to my own locality again where I understand our par- 
ticular town is not up for abandonment. I do not think we handle any more 
grain than the branch lines running out of this junction. But, there are two 
clay plants which do ship a lot of clay out. Could it be that these clay product 
companies have enough influence on the railways that there would be a decision 
not to put our line up for abandonment? 


Mr. SELLERS: Honestly I do not run the railways but if they are good 
customers I think it would behoove them to discuss this matter with the 
_ railways. 


Mr. WATSON (Assiniboia): In my view they are not that good a customer. 
It would be a lot easier for the clay companies to load their products on a truck 
and move them 40 miles to Moose Jaw than it would be to move grain because 
there would be 10 times as many truck loads of grain going out as there 
would be of bricks. 


Mr. HEFFELFINGER: I am getting a little out of my field perhaps but 
it would appear to me that the greatest interest shown at this time on the 
part of the railways is the recent development of the potash industry in 
Saskatchewan. I believe the railways find this very attractive and are even 
contemplating some. spur lines to serve that particular industry. It seems to me 
that I read this someplace. Here and there there are undoubtedly other industries 
which are attracted by the facilities provided by the railways. 


The CHAIRMAN: Do you have a question, Mr. Fisher? 


: Mr. FisHer: I am not in a position to congratulate these gentlemen since 

' I cannot really appreciate some of the points because I am not a prairie member. 

But, I have a strong suspicion that in the part of your brief dealing with export 

grain rates you either have not faced up to the bill or you are being extremely 
cautious. I would like to ask you some questions relating to that. 


It seems to me that the new sections, 328 and 329, in effect do dynamite 
| the Crowsnest pass rates. They set up an alternative by which, for example, 
| the C.N.R. and C.P.R. respectively receive a $9 million and $7 million ‘subsidy 
and there is an additional subsidy relating to their variable costs. I am some- 
_ what surprised that your organization has been so general. If you look at your 
_ page 7 on export grain rates and follow through to your recommendations, 
there is very little that is specific, particularly in relation to these sections. 
_ One of the things that happens when you are dealing with complicated legisla- 
tion like this is that you very quickly move from generalities into specifics. 
| I suggest to you that your brief is really of no great assistance to us in facing 
up to sections 328 and 329. I am rather bothered by this. I just hope that the 
_ wheat pools and the other organizations will not be so lacking in specifics with 


_ to the railways, dedicated apparently to helping them with financial difficulties 4 


ga aie commrres Pe es 4 


regard to this. This is my - opinion, Mr. Chelan: 4 Ne: me Nae ‘whether 
or not you would like to comment on this before I put direct questions. iG ay St q 


Mr. Lamont: I am not sure what you expect us to say at this stage. 


Mr. FISHER: Well, in answer to a question by Mr. Horner you said that 
there is something rather basic with regard to the Crowsnest pass rates, in > 
respect of these sections. You drag in the minister’s assurance, the kind that 
politicians have been giving for generations. I put it to you that sections 328 | 
and 329, in effect, sidestep or loop around, if you like, the Crowsnest pass — 
rates and, in effect, are likely to put that whole relationship on an entirely new > 4 
basis. 


Mr. SELLERS: We can get very complicated when we look at subsidies, 4 
whether the railways need them, and what they do with them. This is on a — 
slightly different point but, admittedly, the government is giving large sums — 
in respect of grain. Now it happens that I am interested in an air company — q 
called Trans Air and it seems a criminal thing that Mr. Gordon uses his subsidy © 
to carry passengers at less than half the cost that they should be paying, there 4 
using the subsidy to drive an honest little air company out of business. Sol 7 
would parry your question on the standpoint of your needs, how you use it 7 
how you get the figures, and how you do not. eg 


Mr. FIsHER: This raises another question. For example, when we come toil 
this matter in the next session, can we depend on anything more specific from 
you with regard to the sections on the grain rates and the subsidies? a 


Mr. Lamont: We would like to see the bill before we comment, and it a 
not before us. a 


Mr. FISHER: I will not go any further. I just feel that you have kept some-__ 
what detached in respect of your section on export grain rates. a 


Mr. Lamont: We want to see the farmers enjoy the benefits of the Crows- . 
nest pass rates and we also recognize that the railways have to meet certain - 
costs because they are compelled by the government to meet those costs. But, 
some recognition must be taken of the railway situation. y 


Mr. FisHeR: May I ask some questions about your organizations and the | 
members of it? Is it right that most of these organizations are established in Fort iM 
William and Port Arthur? 

Mr. LAMONT: Yes. 


Mr. FisHer: This is the organization that deals, for example, with the union © 
of grain handlers, which is known as the Brotherhood of Railway and Stearn . 
Clerks. a 

Mr. LAMONT: Yes. 


Mr. FisHER: I have seen some of the material that the union has prepare | 
over the years in the course of its negotiations, showing the companies’ financial : 
- stability and profit picture. I gather that in the main most of these companie S a 
that belong to the North-West Line Elevators Association are in a relatively” 
good profit position. 

Mr. SELLERS: Well, I would put it this way, that the unions are equally 
concerned with the wheat pools and the farmer companies and I would sa si) 


that they, according to the published figures, are not exactly going broke, if 
Mr. Lamont: I may say that our profits are nothing like some of the other 
public utilities where there is a recognized 6 per cent profit. In our net worth 
position our profit would be much less than any other utility company. ? 
Mr. FisHER: You would not be like Bell, shooting for a 7 per cent figu 
Mr. Lamont: No. We would be happy with anything like that, but we 
not near that figure. 
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Mr. Fisuer: I raise this because the shock effect of the abandonment, if it 
_ is carried out, for example, on the scale that the railways have applied, would 
| be considerable, and questions will come up about the kind of remuneration 
| received and the kind of protection provided. Recommendation No. 6 says: 
“Tn addition to the element of cost to the elevator owner just mentioned, there 
will be the requirement for new capital investment in another elevator on a 
| continuing railway line whenever the owner considers it desirable to replace 
| the capacity that has been lost. Adequate provision for relief should be pro- 
| vided,” and so on. In other words, you are thinking in these terms, and here 
| you get into a very difficult area where you have a private organization which 
| is injured or suffers damages or requires some kind of adjustment as a result 
| of public intervention or government activity. How do you arrive fairly at the 
| kind of relief to be given? It seems to me that some of this might be more 
| specific than it is in the bill. I just wondered if you had any suggestions as to 
| the kind of relief you would like and how this would relate to your financial 
| and profit position? 


Mr. Lamont: Well, in the first place, mention was made of the fact that 
there was $75 million involved in properties, and I would doubt that the com-. 
_ panies including the pools of the United Grain Growers Association, would 
have $75 million of working capital between them, which is a requirement. It 
| would be most difficult to go out and sell bonds in the face of these problems. 
| So unless there is some form of compensation, the farmers would be called 
| upon to accept a much less efficient grain handling system. . 


Mr. FIsHER: What suggestions have you? 


| Mr. Lamont: Well, until we see the extent of the abandonment we cannot 
| indicate yet a plan of compensation. That is something which I think would 
| have to be worked out with the government as to how it could possibly be 
| handled. 


} Mr. FISHER: Well, the question that occurs to me is that when you come to 
_ apply a general solution of relief—I assume that not all the members of your 
| association are on all fours in terms of financial position and so on—it is a ques- 
| tion of how you deal with the organizations that have to be strengthened in 
| terms of relief. 


Mr. Lamont: Some of the very smaller companies might be in a position 
| where they would lose maybe 50 per cent of their smaller elevators and be in 
la completely impossible situation. Others might be stronger but they would 
alllosea very substantial proportion of their assets, including the farmer owned 
' companies, the wheat pool and the United Grain Growers Association. 


| Mr. FISHER: Have you any general suggestion as to how to meet this 
| relief problem? 

| Mr. Lamont: There have been discussions and it may be possible through 
' a form of tax relief. When you get down to a form of tax relief the smaller 
| company might lose half of its facilities. 


i Mr. SELLERS: I might say also, if I may interrupt, that co-ops pay no taxes, 
| whereas we support the government very heavily. Tax relief would not do 
them very much good because they do not have to bother paying taxes. The 
_ difficulty really is to state how this might be handled. We do not know the 
scope of the period of time over which it will occur because the means of 
_handling it from the point of view of the authority in the government would 
be easier if it were over a planned time period than if you used an axe. We 
thought that someone might ask us this question. It was impossible to set 
down a formula but if the committee would like at a later date, we will come 
back with some specific ideas. I think this is a question that we cannot very 
well answer today. 


I } 
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Mr. FisHER: I appreciate this. One of the questions that comes to my mind — 
is that you have a branch line authority which, in the terms of your argument, ~ 
you want to see given more authority than is envisaged under the bill. It seems _ 
to me that a solution to be advanced would be perhaps an agency that would — 
form a kind of relief or the extent of the relief. It occurs to me that we should ~ 
be going a little further and consider giving it an even greater function, and I 
would be interested in your comments on that. 


Mr. SELLERS: Well, being quite simple about it, some feel that the railways 
require some form of compensation of relief today for carrying on economically. — 
We would find ourselves in a singular position because of the fact that we — 
cannot get a licence. I think I answered that question before. We would feel — 
that there should be some reasonable form of fair arbitration, perhaps designed ~ 
in a combination of tax relief and or something else. The only reason that I | 
think Mr. Lamont swung over to the tax relief is that there was some form _ 
of it permitted some years ago. 7 


It, however, was and is restrictive. It all depends. If my memory is right, 4g 
you can get accelerated depreciation to replace an abandoned line elevator 7 
in that exact or nearest spot. If anyone along that line came and built an ele- ~ 
vator at the nearest place, it would create waste and extravagance, whereas an 
abandoned elevator should be put where economically it is going to do the ~ 
most good. It may be a question of locating an elevator at a key place and design a 
to operate more economically and give better service, if possible. 4 


Mr. FISHER: You make comment about the fact of appearing before the © 
board of transport commissioners. That is a later proposal, sort of a final © 
decision. That would leave the railways in the position of secrecy. That is, © 
it would be impossible really to get at their figures. One of the arguments 
we always encounter is the hesitancy of the railway companies, the C.N.R. | 
in particular, to reveal details and figures, because they talk about their com- — 
petitive position. I just wondered, in connection with your companies, if you 
are private companies. Despite the fact that you are in co-ordination with © q 
that organization, you are in competition with certain others. 


Sa 


Mr. SELLERS: I would say that except for the fact that we get together — 
for this type of thing which affects us all, and incidentally we have talked 
it over with the president of the United Grain Growers Association and th 
Manitoba pool, we can still talk over the mutual problem, but there is the — 
strongest competition between these remaining private companies which,— ~ 
by the way, my company is a public company—otherwise are privately owned. © 
The statements of my company are available to everyone, whereas the others — 
are not. But, there is very strong competition. oa 


Mr. FISHER: Despite the fact that in terms of presenting evidence for this 
authority, you do not feel the need for secrecy because competition is really 
an important factor and that it would sort of be divulging statistics and a 
depreciation of your position or something like that. In effect I am asking you to © 
support the general theme that I have and that is this need for secrecy. Quite ‘ 
frankly, I think there are some things which are secret but, I think I know — 
just as much about secrets and about how my competitors are doing, as anyone — 
else. - 


Mr. SELLERS: Generally speaking, there are very few things in our operation | 4 
we would not be prepared to lay before any board, but I cannot speak for the 
other members. . 


Mr. FIsHER: I would like to turn to a completely different topic whichis 
interests me, as a representative from the lakehead, although you have nothing § 
about it in your brief. - 
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There is a section in the Railway Act relating to demurrage. As I under- 
stand it, you have a special situation about the length of time permitted before 
demurrage charges come into effect at Vancouver and at the lakehead. As I 
understand it, this is a working arrangement rather than something that is 
incorporated in the act. Has your group given any consideration to incorporating 
in the act a provision in regard to the box car demurrage arrangements that 
exist at the lakehead and other export points? 


Mr. SELLERS: I believe it has partly to do with some order in council. 
What has happened in practice is that the railways have taken steps to protect 
themselves through a much more accurate placing of box cars. Any company, 
including the Saskatchewan pool or ourselves, that appears to have more 
cars on track or en route than they are able to unload are cut off by the 
railways from further cars; an embargo is put upon them. In this way they 
are keeping us right on our toes. We have to unload the cars quickly at either 
point, or we do not get the cars. This is an interesting solution to the demurrage 
problem. As long as they deal with the cars in this way there is no demurrage. 
It puts us in very bad shape if an embargo is laid upon us in Alberta or at 
any other point and our competitors are able to obtain cars when we cannot. 


Mr. FISHER: I am interested in this because there is a special privilege 
for grain at the lakehead which is not extended to other products for export. 
Consequently, if someone is shipping something other than grain to an overseas 
market from the lakehead, the demurrage on the box cars begins after 24 
hours, whereas at an Atlantic or a Pacific port the regulations are different 
and the demurrage begins after four days; the difference in time is consider- 
able. I am interested to see the length of time extended at the lakehead. If 
the leeway that is presently given to grain were to be given to other products 
which are shipped for export the problem would be solved. 

I would like to see something put into the act which gives protection against 
demurrage charges to the lakehead as an export point. 

The CHAIRMAN: Are there any further questions? 

It appears that there are no further questions, therefore we have con- 
cluded matters dealing with the brief of the North-West Line Elevators Associa- 
tion. I thank you very much, Mr. Jones, Mr. Sellers and Mr. Weir, and I 
would ask you to convey the thanks of the committee to the gentleman who 
unfortunately had to leave. 

A brief has been received from the Canada & Gulf Terminal Railway 
Company. I would like to have a motion to incorporate this brief in the pro- 
ceedings of the committee. 

Mr. FisuHer: Are they going to appear? 

The CHAIRMAN: No, they have advised us they will not come, but they 
have sent their brief. © . 

Mr. Cantin: I move that the brief be incorporated in the proceedings, 
Mr. Chairman. 

Mr. Forses: I second the motion. 

The CHAIRMAN: It has been moved and seconded that the brief of the 
_ Canada & Gulf Terminal Railway Company be included in the proceedings of 
the committee. 

In favour? Opposed? 

Motion agreed to. 

There is no further business before the committee this week with the 
_ exception of a bill from the Interprovincial Pipe Line. That will come up at 
our next meeting which I suggest should be convened at ten o’clock on 

Thursday. 


The aa people rho als dionied thelr aes te come pera: ‘this. : 
- committee in the near future—and do not forget that everyone has been advised 
fully about these meetings and have been asked to tell us if they are interested 
in appearing or to send us their briefs—are the Port of Halifax, the Canadian a 
Industrial Traffic League, the Canadian Manufacturers’ Association, and the ~ 
National Farmers’ Union. Meetings will be arranged to hear representatives — 
of these organizations on March 23 and March 25. 
I suggest that when the committee meets on Thursday to deal with the — 
Interprovincial Pipe Line private bill, any question which may result from 
the filing of certain documents by the Department of Transport and from 4 
answers to questions which were submitted to the committee last week can — 
be dealt with. a 
The committee has never replaced our Vice-Chairman, Mr. Brown. I 
would like a motion in this regard. ta 
Mr. Forses: The last report of the steering committee states that the a 
Branch Line Association of Manitoba wanted to appear. i 
The CHAIRMAN: No; they notified us that they could not come. 4 

Mr. Murr (Lisgar): That they could not come today or that they could ~ 
not come at all? a 
The CHAIRMAN: They said they could not come; but, as I told you before, — 

the National Farmers’ Union will be invited to come on March 23. a 
Mr. Muir (Lisgar): My information, Mr. Chairman, is that not only will — 

the Branch Line Association of Manitoba be presenting a brief but that the — 


provinces of Saskatchewan, Alberta and Manitoba will also be presenting 
briefs. y: 


The CHAIRMAN: They were all invited two weeks ago and they have not 
indicated any interest up to the present day. 7 a | 


Mr. Muir (Lisgar): Mr. Parker informed me that they would be presenting © 
their brief after the provincial briefs were presented, so they must intend — 
presenting briefs. 


The CHAIRMAN: The provinces have been present most of the time but they 
have shown no interest in communicating with the committee to date in this — 
regard. 


Mr. STEWART: I would like to nominate Mr. Macaluso as vice chairman. 
Mr. CROSSMAN: I second the motion. 


The CHarirMawn: It has been moved by Mr. Stewart, seconded by Mr. Cros : 
‘man, that Mr. Macaluso be nominated as vice chairman. : 


In favour? Opposed? 
Motion agreed to. 
The committee will adjourn until ten o’clock on Thursday, March 11. 
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APPENDIX B 


Brief Respectfully Submitted to 


THE STANDING COMMITTEE ON RAILWAYS, CANALS AND 
TELEGRAPH LINES 


by 


THE CANADA AND GULF TERMINAL RAILWAY COMPANY 


in Connection with Bill C-120 (1964-65) 
(Rimouski, Qué.) 


For the following reasons, The Canada and Gulf Terminal Railway Com- 
pany earnestly prays this committee to consider the importance of amending 
Bill C-120 that is presently receiving attention. Such an amendment could be a 
special legal clause whereby our company would receive a specific treatment 
in view of its particular situation. 


Thus: 


(1) The Canada and Gulf Terminal Railway Company could be con- 
sidered; (a) as a “BRANCH LINE” according to law, and thus be 
eligible to a refund of its operating deficits, that is the difference 
between its revenue and current expenses including depreciation in 
accordance with the method authorized by the Department of Na- 
tional Revenue; (b) or as a “LINE OF RAILWAY” and be awarded 
special subsidies in view of its specific nature. 


(2) Furthermore, there could be foreseen an assistance equivalent to a 
yield of 6% on the capital issued and fully paid. 


1. Brief History of The Railway: 


The Canada and Gulf Terminal Railway Company was legally incorporated 
by a law of the Province of Quebec (2-Ed. VII, chapter 60) on March 26, 1902 
under the name of The Matane and Gaspe Railway Company. The present name 
was substituted in 1909 by another law of the Province of Quebec (9-Ed. VII, 
chapter 100). The existing railway was constructed about 1910 and at the time 
the railway received a federal subsidy of $210,053.00 by the enactment of the 
federal subsidy act (7-Ed. VII, chapter 63). 


Regarding the operations and under the prevailing acts, that is “Maritime 
Freight Rates Act” promulgated in 1927, the “Freight Reduction Act” of 1958, 
and the “Appropriation Act” of 1961, our company, under the jurisdiction of the 
Board of Transport of Canada, has received from the federal government cer- 
_ tain sums of money permitting the maintenance of this public service and the 
_ Offering to its clients preferential tolls authorized by law. 


2. Effects of Bill C-120: 


The proposed act entitled “Bill C-120” would evidently result in depriving 
our company of the assistance of which it was taking advantage under the 
Freight Reduction Act and the Appropriation Act and, by other means, would 
deprive the company of all equivalent assistance because being simultaneously a 
“LINE OF RAILWAY” of private ownership, and, in view of its operations, a 
“BRANCH LINE” if one considers the railways as a whole. 
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If we apply what has been said to the results of the 1964 operations, exclud- — 
ing the amounts received under the Freight Reduction Act and the Appropria- — 
tion Act, we arrive at the following deficit: 


Gross ;operating. \TEVERUE Mi tte ieee tee trek ran a oie $ 286,654 q 
Gross operating expenses including depreciation author- 4 

ized by the Department of National Revenue ........ 291,434 q 
Gross operating deficit By Ca a MMe otk Re eh MLS eT ge Ree de rea $ 4,680 q 
Plus: i 
Normal return of 6% on issued and fully paid capital of 4 

ToT UCUUIUT RS ag ec i nO MOe Nena Tos NG fees te 36,000 q 
Motul kdeneruer ie uot co) Cy! Te en tel Oe eee $ 40,680 { 


In 1964, we have in fact received under the Freight Reduction Act and the a 
Appropriation Act a total amount of $36,402 decreasing the final deficit to 
$4,278; this can be translated in a return of 5.28% of capital issued and fully ~ 
paid. a 

You will realize that the application of Bill C-120, that would result in | 
having us face a total deficit of $40,680, would lead to an unavoidable 
immediate liquidation of the company and the abandonment of an essential — 
public service for an area which is about to know an economic revival not — 
strange to the efforts of your government. 


Such abandonment would discourage the implanting of new industries all 
the area and, furthermore, would accentuate the existing unemployment and ~ 
curtail the regional production potential. . 


3. Brief Summary of the Enterprise: 
The railway known as The Canada and Gulf Terminal Railway Company — 


runs from Mont-Joli to Matane, along the south shore of the St. Lawrence, a 4 
distance of 36 miles. Besides the two cities just mentioned it serves the follow- 
ing intermediate points: Price, Metis-Beach, Les Boules, Baie-des-Sables, ’ 
Riviére-Blanche. ‘ 


The freight and express services are extended by highway transport from R 
Matane to such localities as Cap-Chat and Ste Anne des Monts, serving a total ] | 
population of about 50,000 souls. The federal law known as “ARDA”’ has, a 
moreover, recognized this region as being part of a “depressed area’’ and the — q 
federal and provincial governments are jointly striving to develop and put i 
value the resources of this territory designated as ‘“‘pilot territory’’. 


P 
2 


The existence of our company and the application of the federal actsil 
authorizing preferential rates have incited several industries of the implicated 
area to accede to exterior markets, thanks to this essential railway junction, — 
unique, irreplaceable, that links them to the North American railway ytentl 
(of which they have also been able to benefit) even giving them the oppor- — 
tunity to compete efficiently with similar enterprises. q 


Furthermore, at the terminus of Matane it seems the government will 
shortly have important harbour developments that will offer new outlets direct 
from our railway on the St. Lawrence river. % 


\ in 


We respectfully submit to this committee, bearing in mind what has been 
set forth that, consequently, an amendment be made to the proposed Bill C- 120 — 
which is presently the object of a study. Considering that this public service — 


must continue to exist—and this is all the more imperative that its integration — 
\ ret 
a 


4. Conclusions: 
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appears evident in the measures to be realized pursuant to the joint efforts of 
the federal and provincial governments for the promotion of the development 
of the resources of this depressed area,—we deem it essential that necessary 
amendments be brought to the proposed act bearing in mind the existence of 
our enterprise and the prosperity of the region which it serves and for which 
area new horizons should be opened in the very near future. 


March 5, 1965. 
Translation. 
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ORDERS OF REFERENCE 


THuRSDAY, March 4, 1965. 


Ordered,—That Bill S-42, An Act respecting Interprovincial Pipe Line 


| Company, be referred to the Standing Committee on Railways, Canals and 
| Telegraph Lines. 


Attest. 


THURSDAY, March 11, 1965. 


| Ordered,—That the name of Mr. Orlikow be substituted for that of Mr. 
| Winch on the Standing Committee on Railways, Canals and Telegraph Lines. 


Attest, 


LEON-J. RAYMOND, 
The Clerk of the House. 
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"REPORT TO THE ‘HOUSE 


are 


EIGHTH REPORT 3 


‘ e noun Committee has considered Bill 5-42, an Act respecting Interprovin 
Pipe I Line Company, and has agreed to FebOLE, it without amendment. | 


Mp 


a A copy of the relevant Minutes of Proceedings nny Evidence relating 


Respectfully submitted, 


JEAN-T. RICHARD, 
Chairman. 


MINUTES OF PROCEEDINGS 
THURSDAY, March 11, 1965. 
(31) 


The Standing Committee on Railways, Canals and Telegraph Lines met at 
| 10:10 am. this day. The Chairman, Mr. Jean T. Richard, presided. 


| Members present: Mrs. Rideout and Messrs. Cameron (Nanaimo-Cowichan- 
| The Islands), Cantelon, Cantin, Cowan, Deachman, Fisher, Forbes, Horner 
| (Acadia), Howe (Wellington-Huron), Kindt, Korchinski, Leblanc, Macdonald, 
| McNulty, Pascoe, Prittie, Richard, Rock, Southam, Stewart, Tucker and Watson 
| (Assiniboia).—(23) 


| In attendance: From Interprovincial Pipe Line Company: Mr: Pon S: 
| Johnston, President; Mr. R. B. Burgess, General Counsel; and Mr. J. Blight, 
Secretary-Treasurer. Also in atendance: Mr. Ian Wahn, M.P., Sponsor. 


The Chairman called the Preamble of the Bill and introduced the witnesses. 
Mr. Burgess and the other witnesses were called and examined. 

The Preamble was adopted. 

Clause 1 was adopted on division. 

Clause 2 was adopted. 

The Title was adopted. 

The Bill was adopted on division. 


The Chairman was instructed to report the Bill to the House without 
amendment. 


| The Committee asked, and Mr. Johnston agreed to table a list of principal 
| shareholders of the company (The list is reproduced as Appendix ‘‘C” to today’s 
| proceedings). 

At 11:50 a.m. the Committee adjourned until Tuesday, March 23, when 
‘it will resume its study of the subject-matter of Bill C-120. } 


_ Marcel Roussin, | 
Clerk of the Committee. 
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EVIDENCE 


THURSDAY, March 11, 1965 


The CHAIRMAN: Order. Gentlemen, we will deal with Bill No. 9-42, 
| respecting Interprovincial Pipe Line Company, which was passed by the Senate 
on December 14, 1964, and referred to us by the House of Commons. I would 
call the preamble. On the preamble. Shall the preamble carry? 


) I would like first to introduce to you counsel for the Interprovincial Pipe 
| Line Company, Mr. Burgess; the president, Mr. Johnston, and the secretary 
| treasurer, Mr. Blight. 


I suppose the members would like some explanation from either the 
agent or Mr. Burgess. Would you like to make a statement, Mr. Burgess? 
| Mr. R. B. Burcess (Counsel to Interprovincial Pipe Line Company): Yes, 
| Mr. Chairman, I would be very happy to. 


| Mr. Chairman, members of the committee, in introducing this bill to you 
| I would just like to make a few preliminary remarks. 


| As shown by the explanatory notes to the bill which is now in your hands, 
| the purpose of the bill is to subdivide each of the 40 million authorized shares 
| of the capital stock of the company of the par value of $5 into five shares of 
| the par value of $1 each. I am sure all the members of the committee are 
| familiar with the situation that in an ordinary letters patent company a sub- 
| division of this nature is done by application to the Secretary of State and 
| is more or less a formality. This company, being incorporated by special act 
| of the parliament of Canada, must come back to parliament to have a sub- 
| division of this nature consummated. 


| The bill which is before you is in the form which has been settled with 
| the staff of parliament and is the usual form for a bill for this purpose. I would 
| point out that the bill, if enacted, will not increase or alter the total authorized 
| capital of the company, which is presently fixed at $200 million. As stated 
| above, it will merely subdivide the present 40 million shares of par value of 
| $5 each into 200 million shares of a par value of $1 each. 


| I would like to take this opportunity to outline a few pertinent facts about 
| the applicant company. In the first place, this is an all-Canadian company; 
| 89 per cent of its 14,127 registered shareholders are Canadian, and of the 
_ 5,087,282 shares presently issued 4,464,917 are held by these Canadian share- 
holders. All the directors and officers of the company are residents and citizens 
| of Canada. 

I have left with the clerk of this committee a document which is entitled 
“A System Map”, and if the members of the committee would care to refer 
to that as we proceed they will get some idea of the magnitude of the com- 
| pany’s operations at the present time. It operates a crude oil pipe line 2,000 
'miles in length carrying western Canadian oil from the oil fields of western 
Canada to eastern Canada and to some points along its route in the United 
States. The pipe line originates near Edmonton, Alberta, traverses the provinces 
‘of Alberta, Saskatchewan and Manitoba, and through its 100 per cent owned 
_ subsidiary, Lakehead Pipe Line Company, crosses the states of North Dakota, 
Minnesota, Wisconsin, Michigan, and re-enters Canada at Sarnia, Ontario. 
From Sarnia the line extends to the Toronto-Clarkson-Bronte area. A spur 
line traverses the Niagara peninsula and delivers western Canadian crude 
oil into the Buffalo-New York area. 


| 


{ 
, 
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It should be noted that all the western Canadian onde ot consumed in 
Ontario under the provisions of the national oil policy is transported over q 
this line. The company operates strictly as a common carrier. It neither buys, 4 
owns nor sells any oil. In this regard it is quite similar to a railroad in that — 
it is purely a carrier, a transportation undertaking; it carries all oil tendered 4 
to it under published tariffs. i 

Generally the company is under the jurisdiction of the national energy ~ 
board which has complete power to regulate the rates charged for transporta- 
tion. No oil may be carried over the line except in accordance with published — 
tariffs and these tariffs must be filed with the national energy board. k 


Starting from a comparatively small beginning in 1950, when the first — 
construction of a single line commenced, the company has grown over these 15 — 
intervening years to the point where it now carries more than 500,000 barrels 
of western crude oil per day. ‘e 


We are proud of the fact that this Canadian enterprise operates the longest 4 
crude oil pipe line in the world. As a result of the expansion of the system — 
which has taken place over these 15 years, the rate per barrel charged for the 4 
carriage of oil has been reduced by more than 42 per cent from the year 1950. — 
Under our existing tariff a barrel of cil now is delivered from Edmonton to .. 
Sarnia, Ontario, for 48 cents. a” 

Since we were speaking of 2,000 miles in length of the pipe line, the actual — 
length of pipe in the ground, due to expansion and the putting in of second — 
parallel lines, is about 3,500 miles. Referring again to the rate per barrel — 
charged for transportation from Edmonton to Sarnia, Ontario, we believe this to 
be as low a rate for transportation of oil by a pipe line as exists in the world 
today. 
Gentlemen, with me here I have Mr. Johnston, our president, and Mr. | 
Blight, our secretary-treasurer. At this time I would introduce Mr. Johnston — 4 
and ask him to state basically the reason for this proposed subdivision. Also, si 
he will answer any questions in that connection which any member of the 
committee may ask. 


Mr. T. JOHNSTON (President, Interprovincial Pipe Line Company): 3 
Chairman, ladies and gentlemen. The purpose of this bill, as stated is to sub- © 
divide the shares of the stock to bring the price more in line with the small © 
investor. Over the years this stock has risen with the general market trend and a 
today it has reached a price of about $93. This was the closing price on them 
Toronto stock exchange yesterday. 


The philosophy in respect of the small investor is that he would much pre- 
fer to invest his money in a stock which was selling the low range of, say, $15, © 
$20 or $25. The small investor would prefer to buy a stock either in board lots 
of 100 shares or round numbers of 50 shares. Now, a stock selling in the $90 
range discourages him, in this philosophy, and if he bought 100 shares of Inter- | 
provincial stock today it would cost him about $9,300, which is rather beyond 
the scope of the average investor. With regard to the stock we were selling in 
the 1920’s he would be permitted to buy 100 shares for around $2,000. a 


Also, there is a style or trend today in the stock market field. A company © 
does not wish to have its stock sell too low, and it does not wish it to be sold 
too high. Surveys which have been made on the New York stock exchal a 
as well as on the Toronto and Montreal exchanges, by investment houses seem 
to indicate that in Canada the popular priced stock is in the range of $20 to 
$25. This encourages wide participation by the Canadian stockholder and the 
Canadian public which, I think, is a most desirable feature. I think the public 
should participate to the greatest extent possible in any company which has 
been successful and has contributed something to the Canadian economy. With 
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a that in mind we, as well as the board of directors of the company, feel that a 
five for one split on our stock is most desirable in order to bring the price down 
| somewhere around $20, which would permit a wider participation by the 
public. There is no new stock issue. 
The CHAIRMAN: Have you a question, Mr. Rock? 

§ Mr. Rock: Mr. Johnston, I quite agree with your philosophy that more 
|} Canadians should participate in buying shares. In fact, I have always found 
| that the majority of Canadians do not invest in Canada. I think it is time 
that the Canadian public receive encouragement from Canadian industry. 


I note that your company’s pipe line is 3,500 miles long. It would have 
only 360 miles farther to go to reach Montreal. I would like to know why 
| this pipe line does not extend to the Montreal area? Would you be able to 
| explain this? 

Mr. JOHNSTON: That was a hot question two or three years ago. 
Mr. Rock: I was not here two or three years ago. 


| Mr. JOHNSTON: Well, there were several proposals. One proposal was a 
| grass roots line all the way from Alberta to Montreal. At that time certain 
| discussions and philosophies were expressed to the effect that a grass roots 
| line, a completely new one, was not the most economical way to approach 
| this. At that time we submitted certain studies which indicated we could 
| extend our system to Montreal, and it would be the most economical method of 
| moving western Canadian crude into the Montreal area. 


Of course there is competition from foreign crude. I believe the final 
decision on the whole matter was that it was not desirable in the over-all 
| to prohibit or restrict, or to put tariffs upon foreign crude coming into the 
| country at that time, and it was felt that exports might hinder Canada’s 
' relationship with Venezuela. So it was not considered desirable at that time. 


From the standpoint of Interprovincial, this is a public company, and it 
would approach a subject like that in a completely business-like manner. 
| If it were economically feasible to do so and politically expedient, then I 
think it could be done from the standpoint of this company. 


Mr. Rock: There was no pressure on the part of people and oil com- 
| panies who own interests in Venezuela and in the west to prevent this? 


Mr. Jounston: No, sir. 

Mr. Rock: I am rather surprised to receive this type of reasoning when 
| there were only 360 miles to go. 

Mr. JOHNSTON: It was also a question of laid down prices of crude that 
| could be delivered as compared to the Middle Kast. 


Mr. Rock: Can you explain about that price. Would it be cheaper to 
| bring oil from the west to Montreal than it would be from Venezuela? 


: Mr. JOHNSTON: I think we would be getting into the world price of crude 
| at that point, and I do not feel I am particularly qualified to speak on it. There 
/ is a posted price of crude which you would pay in the Middle East delivered 
at Montreal or at Portland. On the other hand, if the company is producing 
its own crude and carrying it in its own tankers, it is naturally more of an 
economical matter. I would not know myself the laid down cost of Middle 
East crude at Montreal today. All I can say is that if we ever extended our 
pipeline east, we would be able to deliver crude in it in volume. You must 
understand that you would have to have a really sizeable market in order 
to make it attractive; and it would run somewhere around 60 cents a barrel 
which would be our tariff from Edmonton. Whether or not that would com- 
pete today, I really do not know. 
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Mr. CAMERON (Nanaimo-Cowichan-The Islands): Can you tell me when 
it was publicly known that the company proposed to make this application? 


Mr. JOHNSTON: Our board of directors meeting was on June 10, and we ~ 
applied to parliament right after that. I think we went through the formality ; 
of advertising the bill. So it was in July, probably four weeks after June 10. ; 
We announced of course that we were going to petition parliament en cpearcly 
after our June 10 board meeting. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): What was the market 
value of your shares before the announcement? 


Mr. Jounston: It was about $85. 


Mr. CamMeERON (Nanaimo-Cowichan-The Islands): We were told in the 
House of Commons that it has now gone up to $93. Is that correct? 


Mr. JOHNSTON: Our closing price yesterday was $93 and a fraction. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): Could you give me 
any idea of the volume of trading in the shares of your company? 


Mr. JOHNSTON: Yes, we have the figures. I can say that over the years © 
I have watched this thing, and I would say that it ran from 700 to 1,000 shares — 
a day. I think that is probably a reasonably good average. One thousand may be ~ 
high, because our figures show that in June they traded 25,000; in July, 22,000; 
in August, 19,000; in September, 26,000; in October, 14,000; in November 18, 000 
and in December, 12,000. So, if you fisure the number of days, 20 or so in aw 7 
month, less than 1 000 a day is not an unreasonable figure, I would say, for — 
the Or orlatl: 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): There would be shares q 
available for purchase by your employees under the employees’ savings plan? — 


Mr. JOHNSTON: The employees’ savings plan shares are purchased on the ~ 
open market at intervals of three times a month, I believe. This is not done ~ 


make purchases es or three times a year. 
Mr. CAMERON (Nanaimo-Cowichan-The Islands): Thank you. 


Mr. Pascor: Mr. Chairman, I came in a little late and this question may 4 
have been answered. I would like to ask Mr. Johnston, in respect of the a 
employees, how many employees does the company have? 4 


Mr. JOHNSTON: We have just under 600. I believe 598 is the exact figure. 4 


Mr. PAscoE: I was interested in this employees’ savings plan. Would you — : 
tell us how it works; is it voluntary? 4 


Mr. JOHNSTON: It is voluntary so far as the employee wishing to contribute — A 
is concerned. Of course, the theory behind any savings plan essentially is a 
savings, and we would like to encourage that. 


Mr. Pascor: Is it a fair question to ask whether the fund is quite extensive 4 
now? 


Mr. JOHNSTON: Yes. Over the years our employees have accumulated in the a 
plan something in the area of 11,000 shares which I think is a rather sizeable F 
amount. q 


Mr. Pascoe: Do the employees have outright possession of those shares, — 
or would the company have a share in them? 4 


Mr. JOHNSTON: No. Each year they are permitted to withdraw a third of 
their contribution and the company’s contribution with the idea that two thirds — 
_ will remain in the plan. However, on termination of employment, an employee — 
is permitted to make his withdrawal, and in the meantime he receives the 4 
dividends which accrue. i 
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Mr. Pascor: This map shows the lines coming in from Saskatchewan such 
as the Mid-Saskatchewan Pipe Lines Ltd., the South Saskatchewan Pipe Line 
Co., and Trans-Prairie Pipelines Ltd. 


Mr. JOHNSTON: Yes. 
Mr. Pascoe: Is there much of a flow coming in from Saskatchewan? 


_ Mr. JOHNSTON: Yes. It comes in at Cromer, Manitoba, which is just over 
the Saskatchewan-Manitoba border. All the South Saskatchewan crude is 
brought in there and there is a small line coming in from Virden to the north. 
The Saskatchewan crude is delivered to us through the lines in the Regina 
system in respect of heavy crude, and through the other lines from southern 
Saskatchewan into Cromer. 


Mr. PAScoE: Is it transported at the same rate you mentioned earlier? 


Mr. JOHNSTON: The rate we quoted is our rate. There is an additional 
tariff for those pipe lines. They have a separate tariff. 


Mr. Krtnpt: Mr. Johnston, on the question of price, can you outline briefly 
how the price of oil is set to well operators—wellhead prices—in Alberta where 
delivery is made to the Interprovincial Pipe Line Company? I realize that your 
corporation has nothing to do with buying the oil; you are a transporting 
| company. However, I am interested in how the price is established there, 
| because you have a monopoly. 


Mr. JOHNSTON: You must remember that I am not a producer. Of course, 
| there is a wellhead price. That is established by the producing companies, with 
| the ultimate result that the oil must be competitive in any market where 
| it is laid down. The price of western Alberta crude and other Canadian crude 
| delivered at Sarnia has to be a price that is competitive or otherwise the oil just 
| will not sell. In respect of our portion of that laid down cost, Interprovincial’s 
| tariffs are set quite independently. Consistently we have reduced our tariff 
| as our volume has increased. As Mr. Burgess pointed out, when we started 
| in 1950 the figure, I believe, was about 80 cents a barrel. At that time we 
| were moving a relatively small amount of oil. As the volume increased, we 
| have been fortunate in being able to reduce that tariff so that now that 
| same barrel of oil moves for 48 cents as against the original cost of, I think, 
| 82 cents, or something in that order. 


Mr. PAscoE: Did you say the cost is down to 42 or 48 cents now? 
Mr. JOHNSTON: It is now 48 cents. It is a 42 per cent reduction. 


Mr. Pascoe: In addition to what is given here as an excuse—the fact that 
you want to get greater participation among small shareholders, which is a 
| desirable thing, and which makes good public reading—what is behind it? 
| Let us come to the point. 

: Mr. JOHNSTON: Absolutely nothing, sir. I am perfectly honest about this: 
there is no ulterior motive in this. There is no intention on the part of manage- 
ment or the directors to participate in any way in any extravagant bonanza, 
) as you might call it, or anything else. If the stock is split, the price will be 
reduced accordingly. The dividend will be reduced accordingly. It really 
is as simple as that. I believe quite often people have a misconceived 
‘idea that a board of directors or large shareholders will participate 
in these stock splits to a large extent. I can indicate to you that I am 
the largest shareholder on the board of directors. I hold 3,637 shares of stock 
_ which is not an extravagant amount. We have two directors who hold 500 
shares; one director who holds 250 shares, two who have 100 shares, and one 
'who has five shares. 
| 
| 
{ 


| Mr. CAMERON (Nanaimo-Cowichan-The Islands): What was the last 
dividend declaration? 
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Mr. Jounston: At the first of March it was 85 cents. i 
Mr. CAMERON (Nanaimo- -Cowichan-The Islands): That is Garay) : 
Mr. JoHNSTON: Yes, sir, the quarterly payment made on March 1. 


Mr. DeacuMman: I would like to deal with the capacity of the line. 1a 
think you said it delivers 500,000 barrels a day? | P 
Mr. JOHNSTON: That is approximately correct. 

Mr. DEACHMAN: That is what is delivered now? 

Mr. JOHNSTON: Yes. 

Mr. DEACHMAN: What is the capacity of the line? Bs 

Mr. JcHNSTON: That is a difficult question to answer because the line © 
itself has different capacities in different sections. For instance, we have ae 
large quantity of oil being taken into the middle of our ee at Cromer, — q 


Manitoba. I would say generally we figure we should have 15 per cent reserve — s\ 
capacity in our over-all system. ze 


Mr. DEACHMAN: The way it stands now you have a reserve of about 15 
per cent? q 

Mr. JOHNSTON: Yes. It would vary between 12 and 15 per cent, but 15 per 4 
cent is the figure we like to have and we plan our construction program with q 


that in mind. 


Mr. DEACHMAN: If you went up 15 per cent you would be running the 
line at just about your capacity? " 


Mr. JOHNSTON: Yes; it would be wide open. aq 


Mr. DEACHMAN: What is the future having in mind the delivery of oil to. 
the east? Are we reaching a point where we will need additional capacity? q 


Mr. JCHNSTON: Yes. mit 


Mr. DEACHMAN: What has been the history of the growth in the delivery i 
of oil? 


Mr. JOHNSTON: This year we built additional loops into our system to tae 
care of our 1965 increase. This summer we are planning to spend about 
$12 million to further expand the system to take care of our 1966 requirement 
which is in the order of about 5 per cent. These expansions take place. It is ae 
rather involved hydraulic study, as you can imagine, with the different types 
of crude carried. This expansion takes place at strategic places where th j 
capacity may be a little tight. We plan our construction to take care of the 
following year’s demand. It looks as if 1966 will be in the order of 5 per cent | 
beyond 1965. a 

Mr. DEACHMAN: So you plan about two years ahead and build about a yeam : 
ahead? : 

Mr. JOHNSTON: That is the unfortunate thing; that makes it difficult, but 
generally that is it. 

Mr. DEACHMAN: There is a steady growth of new capital development and 
investment has expanded. ae 

Mr. JOHNSTON: We have installed over $90 million of plant in the last ten 
years; this has been out of our own reserves. : a 

Mr. DEacHMaAN: If I am not wasting the time of the committee, I woul a 
like to ask some further questions. To what extent is oil being used for 
industrial purposes; is this a growing factor in the transport and movement 
of oil? aie 

_ Mr. JoHNnston: Our studies of the market indicate that there is not i 
sizeable increase in the use of Canadian crude in the western provinces; I 
not speaking of British Columbia because we do not go that far. I am spe 
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ii of Saskatchewan and Manitoba. The demand there has been a very small but 
_ not remarkable increase. 


Mr. DEACHMAN: Do you see a further substantial area for growth across 
the prairies and further? 


Mr. JOHNSTON: Our forecast does not show any remarkable increase. The 
greatest increase we see is down in the east, in the Ontario market particularly, 
and to a small extent what the United States market is able to take. 


Mr. DEACHMAN: So, for the foreseeable future, the growth area for Cana- 
dian oil coming out of the west is the eastern Canadian market? 


Mr. JOHNSTON: That is what our studies indicate. 


Mr. DEACHMAN: Is there a growing demand for oil in the south, or is the © 
southern United States oil in competition? 


Mr. JOHNSTON: No. Canadian crude is competitive in certain markets in 
the Toledo-Detroit area. Of course, we are faced with certain restrictions and 
a duty on imports of Canadian crude into the United States. Only yesterday 
in Washington was this rather large meeting held which was called by 
Secretary of the Interior Udall to discuss this whole program. On the whole 
the export of Canadian crude into the United States has increased gradually 
over the years. As we see it, I think in 1965 it will be about the same as it 
was last year. I do not see any increase at the moment. Of course, this is con- 
trolled. 

Mr. PascozE: May I ask a supplementary question? Your map shows that 
Moose Jaw is quite a good market. Could any other company take up that 


| line if it wanted to set up a refinery in any kind of a monopoly? 


Mr. JOHNSTON: If there was a new refinery I am quite sure the producers 
would be delighted to sell them the oil. 

Mr. Pascor: Thank you. 

Mr. Macponaup: I understand your view is that without some kind of 


| quota protection you would not be able to carry western crude into the 
} Montreal market? 


Mr. JOHNSTON: I do not think I expressed it in quite that way. 
Mr. MAcDONALD: I was not here and one of my colleagues informed me that 


is what you said. I presume there are no immediate prospects. 


Mr. JOHNSTON: I think Canada is quite reluctant to place tariffs on 


foreign crude coming in here; I think that is a policy. In their eyes I do not 
_ think they believe it is a desirable thing to shut out this market. 


Mr. MAcDONALD: Do the products in this market go east, say, of the refinery 


| at Clarkson? 


Mr. JOHNSTON: This is a crude line. 

Mr. MAcDONALD: Does the crude go east of Clarkson? 

Mr. JOHNSTON: It is the end of our system. 

Mr. MaAcponaLp: Are the refineries at Clarkson and at other places in 


} Ontario such as Sarnia working at capacity? 


Mr. JOHNSTON: Pretty close to it. 
Mr. MAcpDoNnaLD: I believe you said you are within 15 per cent of capacity 


and that any addition would require extension of your facilities. 


Mr. JOHNSTON: Yes. We very definitely plan that. We have a program for 


this summer. 


Mr. MAcpdona.LpD: Could this be done without putting in what would be the 


equivalent of a second track of railway? 


Mr. JOHNSTON: We loop the line; we lay another line alongside the other 


| in the tight places which permits greater capacity in those areas. 
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Mr. MacponaLp: How many authorized shares now are outstanding? 
Mr. JOHNSTON: There are 5,047,000 authorized shares now outstanding. 


Mr. Macponaup: So you would not require a further authorization of : 
capital if you decided to have a major underwriting. 


Mr. JOHNSTON: No, sir. We have no plans of increasing the equity stock q 
at all. 


Mr. MAcbDONALD: Is it possible for you to say where control of the company : 
lies? 4 
Mr. JOHNSTON: Yes, sir. Fifty seven per cent of the company is controlled 4 
by the public. There are three major shareholders who have 47 per cent of the 
stock. 


Mr. MacpdoNnaLp: Would you identify those shareholders? 


Mr. JOHNSTON: Yes, sir. Imperial Oil, who were the instigators of the pro- | 
gram back in 1949 own 33 per cent; B.A. (American) own about 8 per cent © 
which is the stock which originally was sold to Gulf Oil, and Shell, who now q 
own Canadian Oil, participates in the company to the extent of 100,000 shares. 
If you add those up it is 47 per cent. 


Mr. Macponatp: In respect of the other shares in the hands of the public — 
do you know of any shareholder who has more than 10 per cent? 


Mr. JOHNSTON: No. 
Mr. MacpDoNaLD: Five per cent? a 
Mr. JOHNSTON: We have a list here. Most of it is in investment trusts. 

Mr. Macponatp: It is widely held? Ml 
Mr. JOHNSTON: Yes. There are 14,000 shareholders. q 


Mr. Kinpt: Mr. Chairman, I think this bill ought to be held up until such — 
time as we have witnesses before us who will explain the monopolistic tactics © 
of this company. As was stated, 33 per cent of the shares are held by Imperial 4 
Oil, 8 per cent by British American, and some by Shell. I would like to know 4 
what the effect of this is on the independent oil producers of the west. 4 

Mr. Chairman, this is a monopoly. I have been familiar with this situation — a 
for some time. We are being asked to justify or grant a split in the shares of ” 
this company and to make that split in the dark. This committee is no place to | 
bring such a proposition without providing witnesses to answer certain ques- — 
tions. So far Mr. Johnston has not come forward with answers to particular / 
questions of a significant nature. This would lead me to believe that there is@ 
something else behind the operation of these companies, which will have a 
vital effect upon the development of oil in western Canada. Now, we require 
a clear statement in respect of this question of monopoly in the operations of the q 
oil industry of western Canada so that we will be able to pick up the economic © 
factors involved. wa 


My 


Mr. Chairman, I want to vote for this bill; I want to see it go throughil 
but I believe the Danie are entitled to know what the facts are behind it. 

The CHAIRMAN: Dr. Kindt, I think in fairness to the witness you should — 
state the question which you think has not been answered. b 


Mr. Kinpt: I have already stated it. : : 

The CHAIRMAN: Would you please put your question again. I think it 
would be fair to the witness if you did that so that he will know the information — 
you require. 4 

Mr. Kinpt: Mr. Chairman, I want to know what effect the monopel aa 
tactics of this pipe line company has upon oil development in western Canada 
and the independent producer. ; 
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Mr. HorNER (Acadia): Mr. Chairman, what Dr. Kindt is saying in essence 
| is that we have before us a company who naturally are interested in supporting 
| this bill. But, we are hearing only one side of the story and I think Dr. Kindt 
is suggesting that this is not enough, that perhaps we should hear from other 
| interested parties in order to properly evaluate the necessity for this bill. 


Mr. Stewart: Is it being suggested that the company should be national]- 
| ized? 


Mr. Horner (Acadia): Dr. Kindt is not suggesting anything of that kind. 
Mr. Kinpt: You know better than that. 
Mr. Stewart: I cannot see the alternative you are proposing. 


Mr. DeacHMan: Mr. Chairman, Dr. Kindt has referred to monopolistic 
| tactics and I think it would be very beneficial to the members of the committee 


\if he would explain what he means by monopolistic tactics so we will at least 
| know what he has in mind. 


Mr. Krnpt: Mr. Chairman, I will be glad to do that for Mr. Deachman’s 
| information. 


-Monopolistic tactics are where you have a policy of controlling all the 
corporations in such a way that they can control prices. That is what I meant 
| by monopolistic tactics: I say that this particular pipeline, owned, as it is, 
,by Imperial Oil, British American and Shell, have control over it and they 
jare, indeed, throttling the development of the oil industry in the west. 

Mr. JOHNSTON: Mr. Chairman, may I answer that question. First, Shell 
}is not represented on our board of directors. Its holding of 100,000 shares of 
)stock is not an extravagant one. I think you have in mind that these companies 
ican control our published tariff rates. These tariffs are published and, as I 
pointed out, we have consistently reduced tariffs over the last twelve years, 
‘consistent with the volume that has been transported through the line, thus 


land tariffs are discussed at this board a perfectly reasonable discussion takes 
place; I can assure you there is absolutely no pressure put on Management 
ito try to establish rates which would be advantageous to the shippers. As I 


have said before, we have no ulterior motive. 
| 


} Mr. KinpT: Then, could you explain the pressure which at one time was 
brought in the Bay City area of the United States, which had an effect upon 
price. 

Mr. JOHNSTON: I am sorry but I did not hear your question. 


Mr. Kinpt: There was some pressure brought to bear upon a company at 
one time by some interests in the United States. 


dletely free transportation system. We are a common carrier, and our rates 
are established independently. Of course, we try to keep to that procedure. 


Mr. KInpT: Would you say then that there is equal opportunity for inde- 
dendent oil producers in the west who wish to deliver their oil through your 
dipe line. 

| Mr. JOHNSTON: Oh, absolutely. We are a common carrier. Our rates are 
.pproved by the national energy board and if anyone has any complaint whatso- 
‘ver in respect of the tariffs on our pipe lines all they have to do is ask the 
iational energy board for a hearing. 
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I could ASE tell you how many penoucors deliver oil eaten our system. u 
would not know the answer to that because the oil is delivered into these other — 
carrier lines coming into ours. But, I do know that we have some 23 delivery © 
points. Of course, any restriction on receiving oil is completely out of the 
question. 4 
Mr. Macponaup: Mr. Chairman, I have a supplementary question. As a 4 
common carrier you have no right to refuse delivery of oil from anyone. ; 
Mr. JOHNSTON: No, sir. 
The CHAIRMAN: Have you a question, Mr. Cameron? ; 
Mr. CAMERON (Nanaimo-Cowichan-The Islands): Mr. Chairman, I would 
like to pursue my question of a few moments ago in respect of your dividend 
declarations. You told me your last dividend declaration was 85 cents quarterly. ) 


Mr. JOHNSTON: Yes. : 
Mr. CamMERonN (Nanaimo-Cowichan-The Islands): Would it be fair to sug-— q 
gest that the annual dividend would be approximately $3.40? Has it been about 
that figure? 
Mr. JOHNSTON: Yes, $3.40. 
Mr. Buicut: That is what it would be now. 
Mr. JOHNSTON: Yes. i 
Mr. Cameron (Nanaimo-Cowichan-The Islands): That is what you would 
anticipate it to be. q 
Mr. JoHNSTON: Yes. I would say that is what we would contemplate fom 
1965. 
Mr. Cameron (Nanaimo-Cowichan-The Islands): So, that would be $3. 40. 
on a $5 investment? 
Mr. JOHNSTON: No. a 
Mr. Cameron (Nanaimo-Cowichan-The Islands): Per share? Wait a maida 4 
ute; this is based on your capitalization. Many of these shares originally were | 
sold at $5. ) 
Mr. JOHNSTON: Yes. ” 
Mr. Cameron (Nanaimo-Cowichan-The Islands): Can you tell us how many ; 
shares were sold at $5 which are drawing the $3.40 dividend? 4 
Mr. Jounston: At the present time there are 5,087,000 shares outstandiftal 
Of that 5 million, 3,596,000 were issued at $5 or its equivalent. There were 3, 600° 
shares issued at $5. 20 which were late; when the convertible debentures were 
converted a few did not come in at the right time and we allowed them to bal 
converted. That is another 3,600. Some 1,439,500 shares were issued in 1953 at 
$18; par value is $5. There was a premium of $13 on top of that. | a 
Mr. Watson (Assiniboia): What year was that? 4 
Mr. JoHNSTON: That was 1953, and 47,450 were issued under the provisions 
of the company stock option plan. wl 
Mr. CamERon (Nanaimo-Cowichan-The Islands): At what price? og 
Mr. JoHNSTON: Just a minute, please. This was 1954 to 1964, and the option: 
price varied between $25.75 and $53. 23, and on this $237,250 of par value th 
company received $1,320,612, and this was paid into the company’s treasury. 
- The stock option plan expired on April 1, 1964. b 
Mr. Cameron (Nanaimo-Cowichan-The Islands): Then you would ol 
there have been very handsome returns on the shares? a 
Mr. JoHNSTON: I would say that, yes. But, may I say that this has bee 1a 
successful company from a business standpoint. It has contributed a great 
to the Canadian economy, and it has provided Canada with one of the lar; 
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crude oil pipe lines in the world, and delivered crude oil at the most economical 
rate. 
| Mr. CAMERON (Nanaimo-Cowichan-The Islands): Shall we get back to our 
- onions? In addition to this dividend distribution, which you agree has been 
very handsome, you told us a while ago the company also has invested from 
their own earnings $90 million in the last ten years. 
Mr. JOHNSTON: Yes. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): That is also rather hand- 


Mr. JOHNSTON: Very good. 
Mr. CAMERON (Nanaimo-Cowichan-The Islands): Very good, indeed. 
Mr. JOHNSTON: Without additional financing. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): Precisely, without addi- 
tional financing. 


Mr. JOHNSTON: Yes. 


Mr. Cameron (Nanaimo-Cowichan-The Islands): Now, is it possible, Mr. 
Johnston, that these rather lavish returns have become embarrassing and that 
they would not appear so embarrassing if your shares are split five for one. 

Mr. JOHNSTON: I have not been embarrassed at all, sir. 


Mr. CamMERonN (Nanaimo-Cowichan-The Islands): But, you might be. If 
your customers or clients, or however you describe them— 


Mr. JOHNSTON: Shippers. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): —-were to get a clear 
picture of this it might be that they would question the rates you were charging 
them for taking the oil to eastern Canada. 

Mr. JOHNSTON: I do not think that would be right, no sir. The charge for 
oil moving over 2,000 miles, namely 48 cents, is certainly competitive. 


Mr. Cameron (Nanaimo-Cowichan-The Islands): I suggest that the 48 cents 
is completely irrelevant unless taken in the context of the earnings of your 
company. 

Mr. JOHNSTON: Our earnings can be very clearly established in the order 
of 6 per cent, which is not an extravagant earning for a company with that 
amount of capital. 


Mr. Cameron (Nanaimo-Cowichan-The Islands): How do you calculate 
the 6 per cent? I always have been interested in this. 


Mr. JOHNSTON: Well, it is a very difficult thing to do. It goes back to the 
rate set by the Interstate Commerce Commission, when Canada had no rate. 
When we started up here we had no real basis to establish the rate of return. 
It is based on the fixed assets at cost. 


Mr. Buicut: Reverting to the $90 million, this amount has not all arisen 
from our earnings. We have reinvested depreciation moneys, deferred income 
tax moneys, which has provided us with cash with which to invest in additional 
plant facilities. So, the whole $90 million has not been from earnings. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): I am glad you brought 
that up. I was going to put a question in respect of depreciation allowances 
later on but, as you have mentioned it, could you advise what proportion of 
your $90 million would come from investment of your depreciation allowances? 

Mr. BLIGHT: Our depreciation is some $95 million and our deferred income 
tax is some $25 million or $26 million. You realize this gives us a cash flow, 
which we can invest in plant facilities over and above all the retained earnings 
we have not paid out in the form of dividends. 
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where they tender each month their requirements for the following month. 
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) Mr. PRITTie® What form of depreciation do at aise? is it. the same enna 
as the drilling companies use. Is it pened: on an estimated service of the Dipe 
line or its related facilities? q 
Mr. Biicut: Our pipe line is based on thirty years of service; some of a 
our buildings, thirty-five to forty years; some equipment, thirty years, and ~ 
tanks, thirty-five years. Each type of equipment varies with the period we 
think it will last. a 
The CHAIRMAN: Have you completed your questioning, Mr. Cameron? 
Mr. Cameron (Nanaimo-Cowichan-The Islands): Just one further ques- © 
tion, Mr. Chairman. You mentioned a figure of $90 million. Over what period © 
is that? | 
Mr. Buicut: Since the inception of the company. 
Mr. Forges: I understood that Imperial Oil, B.A. and Shell own a major _ 
portion of the shares. Does this give them a priority on the use of the line? ' 
Mr. Jounston: Absolutely not. 
Mr. Forses: How do you arrange their quota? 4 
Mr. Jounston: Anyone can tender oil to us. There is a system laid down a 


We accept all tenders. If it should ever happen that the tenders exceed the a 
capacity of the system—God forbid; we are in business to supply the market, © 
and we have not reached that situation yet—the tenders then are all Proraior . 
Mr. Forspes: On a quota basis? iH 
Mr. Jounston: On a basis proportionate to the amount shipped by cath e 
company up to the capacity of our system, and we have not reached that to | 
date. We accept anyone’s oil. We are a common carrier and carry it all at the a 
same rate. mn 
Mr. Forses: Is the line now in continuous use or are there any lapses? 
Mr. Jounston: It is in use twenty-four hours a day, seven days a week. 
Mr. Forses: This is the point I was getting at. I would imagine that the 
person who owned the largest number of shares would have a priority iindea 4 
the circumstances. oe 
Mr. Jounston: No, no not at all. If they want to tender 100, 000 barrels 
of oil, that is fine, our carrier will take it if we have the capacity. A small © 
shipper may want to ship only 40,000 barrels a day; we take all of them. No, | 
there is no discrimination among shippers in any way. ae 
The CHAIRMAN: Have you a question, Mr. Leblanc? a 
Mr. LEBLANC: Is it not true that if you were incorporated under the Cana- — ‘is 
dian Companies Act you would have to go through only the Secretary of State 
to have a subdivision of the capital which you are requesting here? a 
Mr. JoHNSTON: That is right. : 
Mr. LEBLANC: So, the only thing you would have to do is issue some papers. 
and you would obtain it. a 
Mr. JoHNSTON: That is a very simple procedure. 4 
Mr. LEBLANC: That is, if you are incorporated under the Canadian Com- 
panies Act? 


Mr. JOHNSTON: Yes. 


Mr. Macponap: Mr. Chairman, I wanted to ask a series of questions based 
on a suggestion I seem to find inherent in the remarks of Mr. Cameron, that if 
the shippers knew the earnings record they might ask for lower rates. As al 
public company your earnings over the years have been public information A: 


Mr. JOHNSTON: Yes. 


ja 
4 
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_ Mr. Macponatp: And, in particular, the retained earnings you have rein- 

vested back in the company is public information. NOM els 

_—s Mr: Jouwston: Yes. . Mita 
_ Mr. Macponatp: So, these figures have been a matter of public record? 


Mr. JOHNSTON: Yes. | ae 
Mr. Macponatp: They appear in your annual report. 

Mr. JOHNSTON: Yes, it is a matter of public record. 

Mr. MacponaLtp: How many widows and orphans are delivering oil to 
' your pipe line? Perhaps I should put the question the other way around. Do 
Bye A ° A . 4 

_ you find most of your shippers are pretty sophisticated business people? 

i Mr. JoHNSToN: I would think so. They are in a business which, in itself, 


_ ds competitive, and if they do not survive in that climate I do not think they 
_ should be in business. a 


ft 
Ki 
* 


a Mr. Macponaup: As I understand it, the shippers have had a full right 
ne 1960 to object to any rates before the national energy board. 


Mr. JOHNSTON: Yes. 


Oh, yes, the board of transport commissioners had that jurisdiction before — 


Pa Mr. Macponatp: Have you received any objections from the shippers? 
Pak io: 


ee Mr. JoHNSTON: No. There was one question in the United States of a 
refinery at Duluth, Minnesota, which claimed that we were discriminatory, 
and they appealed first to the Interstate Commerce Commission. But the Inter- 
| State Commerce Commission said they had no case at all. So they brought it 


o up here and there was a hearing before the board of transport commissioners, 
_ and their plea was disallowed. a vy 


Mr. MacponaLp: There were none of these substantial with that exception. 
_ Over the years have you ever received complaints about this earnings record? 
a Mr. JOHNSTON: No. 


Mr. Horner (Acadia): What is it that determines whether or not you 
should issue more shares? In this business of splitting shares and issuing 
Shares it seems to me that the company would prefer to split shares rather — 
than to issue more shares. I realize you may have explained it already, but 
that does not bother me. I had to attend another meeting, but I am here now. 
_ I want to know what it is that makes you decide whether or not to issue more 
_ shares. ! 

@ Mr, Jounston: I think the only time we would consider issuing more 
F Pehares would be at a time when we required additional capital. I think, as you 
_ well know, that when you raise capital, you can take it from almost any source. 
ee You could have a combination of equity stock or bonds, or one or the other. 
_ In our particular philosophy we have no desire or interest to issue any more 
_ common stock. In financing, we might over the years be tied to financing in 
ae. the form of sinking fund bonds, or first mortgage bonds. I can assure you that 
ey we have nothing in mind at the moment in the way of equity stock. 
____—sOMr. ~Horner (Acadia): The sole purpose of this bill is to give more 
_ encouragement to the small Canadian investor to invest. Is that right? 

‘ Mr. JOHNSTON: Yes. } 


De 


Mr. Horner (Acadia): How many small Canadians are now investing in 
_ the 57 per cent of your shares? x 
____-*Mr. Jounston: We have approximately 14,000 shareholders. — 

; Mr. HorNER (Acadia): What would be the average number of shareholders 
_ that you would have who were small investors, and what would they have? 
a Could you give us some idea? | Mi files 
——-21825—23 


884 _ STANDING COMMITTEE , 


¥ 


Mr. JoHNsTon: That is a pretty difficult question to answer. ( 

Mr. Horner (Acadia): After all, we are here to try to help the small — 
investor, and we should hear his case. : a 
Mr. JoHNsTON: We only have 37 shareholders who have more than 10,000 . 


shares. 
Mr. Horner (Acadia): You say 37 shareholders? 


Mr. JOHNSTON: Yes, sir. 
Mr. Horner (Acadia): Who have more than 10,000 shares? 


Mr. JOHNSTON: Yes, sir. : 

Mr. Horner (Acadia): Can you break that figure down any further? 
How many shareholders have more than 1,000 shares? 

Mr, BuicHt: We do not have that. 

Mr. Horner (Acadia): You say you do not have it. 


Mr. BuicHt: No, sir. q 

Mr. HornER (Acadia): I do not mean to be unduly critical, but it appears — 
to me that you should have it. We are here to decide on a share splitting. That 
is an old gimmick that we hear of from time to time when various companies 
come before this committee. We are here to try to help the small Canadian. 
That is the purpose of this bill. I believe this is information which should be 
given to the committee. How badly needed is this legislation? That is the 
question I ask myself. How badly needed is this bill? Is the small investor 
really hampered with his $85 to $93 per share? This is the question I ask myse 
Unless you can produce to me, at any rate, evidence to the effect that the small 
shareholder is hampered, I shall have to vote against the bill. 

Mr. JoHNSTON: Well, I think I can show you what has happened. Let us 
take Trans-Mountain as an example. When they split their stock, in 1956, 
they had 5,521 shareholders as of December 31, 1956. One year later there 
were 7,027, and today they have 17,363 shareholders, as of November 30, 
1964. So the shareholders in that particular company have grown from 5,521 to 
17,363. 
Mr. Horner (Acadia): This is good evidence, but I would assume regard= 
ing Trans-Mountain that in the same period, that of nearly 10 years, their 
business has perhaps doubled or tripled, and so on. We would imagine that 
the number of people investing in your company’s shares would have increased 
at any rate. May I be given some evidence that, there is a demand by the 
small investor for a lower priced share? This is the whole essence of the 
bill, as I see it. Is there a demand or is there not? We just have not had that 
evidence as far as I am concerned, not since I have come here any way. 

Mr. BLicgHt: May I approach your question about how many small inves- 
tors we have? I do not have a breakdown by thousands, but we do have 
approximately 14,100 shareholders who own one million and nine share 
This works out to an average of 136 shares for each of the small shareholders 
owning less than 10,000 shares. 

Mr. Horner (Acadia): You say 136 shares? 

Mr. Buicut: Held by each of the 14,100 shareholders. 

Mr. Horner (Acadia): Could you bring us up to the next bracket? 

Mr. Buicut: The only figures I have available show that 37 shareholders 
own more than 10,000 shares. 4 

Mr. Horner (Acadia): Each? ; 4 


Mr. Buicut: I am sorry, I should say in excess of 10,000; 37 shareholders 
own 3 million shares; this includes Imperial Oil. i 


Mr. Horner (Acadia): Out of five million and some odd shares? 


— 
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Mr. BLIGHT: Yes. . 
Mr. HornER (Acadia): That leaves 1 million shares for which you have 


not accounted. 


‘Mr. Buicut: One million and nine; that is the figure I gave you first. 
Mr. JOHNSTON: In my basic remarks I think I tried to indicate what the 


_ feeling of the investor is. I said that the average small investor had a prefer- 
ence to buy stock within the range of $20 to $25 or somewhere in that order, 
_ when he has a desire to own stock; whereas today in order to buy 100 shares 
| of our stock at $90, it would cost him $9,000 which I think is beyond the 
means of the average man. On the other hand, I believe that people who have 

_ $2,000 to invest are more numerous than people with $9,000; and on that basis, 


with the trend or pattern in the investment field of popular stocks at a price 
of $20 to $25, this is certainly the market. 


The CHAIRMAN: Are you through? 
Mr. HORNER (Acadia): Yes, for the time being. . 
The CHAIRMAN: I have Mr. Deachman, Mr. Prittie, Mr. Watson, Mr. Pascoe, 


and Mr. Fisher: 


Now, Mr. Deachman. 


Mr. DEAcHMAN: I want to ask Mr. Johnston about the trading in his stock. 
When he made his introductory remarks he referred to the rate at which his 


fe stock was traded on the exchange. Does he consider that to be a slow rate 


of turnover for stock of that nature? 
Mr. JOHNSTON: It certainly has not been excessive in any one day. I do 


a not need to classify this with mining stock at low prices where you get several 


thousand shares. But I think it might be rather on the light side for a major 


- company. 


Mr. DEACHMAN: Imperial Oil sells for around $30 to $35. Would it not 
be trading a good deal more? 


Mr. JOHNSTON: Imperial is selling in the $55 to $57 range today. 
Mr. DEACHMAN: On a comparative basis it would be trading more actively. 


f _ Do you consider it essential to have a more accurate basis of trading on the 
| exchange in order to finance the company? ; 


Mr. JOHNSTON: We think it desirable, yes. 


Mr. DEACHMAN: Do you think that the general purpose of this bill is to 
create a more active market on the exchange? . 


Mr. JOHNSTON: In order to provide wider participation. 

Mr. DEAcHMAN: And you think that this will provide wider participation. 
Mr. JOHNSTON: Yes, sir. 

Mr. Horner (Acadia): I have a supplementary question. You have an 


established business in the field of transportation. There is nothing specula- 


tive about the company’s operations. Why would it necessarily have an active 


Mg trading on the stock market? It would not be as active as Imperial Oil which 


is doing a tremendous lot of exploration work which would make at far 
more speculative than an oil transportation business. 


Mr. JOHNSTON: I do not think the word “speculation” enters into this 
company at all. 


Mr. HORNER (Acadia): Exactly; I agree with that. 


Mr. JOHNSTON: I think this is a business venture. I think an investor would 
want to invest in a company of that type. 


Mr. Horner (Acadia): You would have much slower trading on the stock 


| Market in regard to your shares because this is not a speculative company. 
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Mr. JOHNSTON: You certainly would not get it. The age Dniecer sine re 
moves at a wider range than the lower priced stock. It is all relative. With | 
a stock at $20 you may go up only one half a point, where you would go up 
a point and a half with a stock selling in the range of $100. I think that I.B.M. — 
is a good example. Its average trade is from 10 to 12 shares, but the stock 
itself sells at $300 or something of that order. os 

The CHATRMAN: Now, Mr. Deachman. a 
Mr. DEACHMAN: I have only one more question which flows out of the 
supplementary questions asked by Mr. Horner. Do you anticipate that many 
more Canadians would be investing in your company after the stock splitting _ 
than now invest in it? 

_ Mr. Jonnston: We think that is true, and I think it has been shown by 
the history of companies which have split their stock. q 

Mr. Kinpt: Can you give us a figure of Canadian participation in thei | 
present company? a 

Mr. JOHNSTON: Yes. We did mention it. 

Mr. BLicgHtT: Do you want the figures? 

Mr. KiInpT: Yes, if you have them, or the percentages. 

Mr. Buicut: Again I refer to the 4,465,000 shares which are held by 
Canadians. 

Mr. Kinpt: What percentage is that? 

Mr. Buiicut: That is 88 per cent. If you take the shareholders, out of the 
14,127 shareholders, 12,617 are Canadian. 

Mr. Krxpt: How do you classify the 33 per cent owned by Imperial, andl 
the eight per cent owned by British American, with the 100,000 owned by 
other shareholders? 

Mr. Buicut: That is in the figures that I have of Canadian shareholdeta 
If you wish to extract the shares held by these three companies, you would 
have 2,140,000 shares held by three shareholders. - 

The CHAIRMAN: Now, Mr. Prittie. 

Mr. Prittie: There was a question asked earlier about rate making and the 
right of the shippers to appear before the board of transport commissioners. 

Mr. JoHNSTON: You mean the energy board. 

Mr. Prittie: I would like to know who actually are the shippers? Are 
they the connecting pipe line companies? 4 

Mr. Jounston: No. The shippers are the people who own the refineries,’ 
who buy or own in one form or another the crude oil delivered to us, whey 
we in turn deliver that oil to the refineries; and these refineries are located a 
the way along the line, as you can see from the little sketch map. They own 
the oil. 

Mr. Prittre: How many shippers do you have? 

Mr. JoHNSTON: I think there are about 22 or 23. ’ 

Mr. PrittiE: How many of them own a substantial or any interest in your 
company? 
Mr. JOHNSTON: Only three companies. a 
Mr. Prittie: Are you the owner or part owner of any of the connecting 
lines? The shippers would be obviously the owners of some of the connie ng 
lines. og 
- Mr. Jounston: I believe that is true in some cases. 
Mr. Prittre: What would British American own? 
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ie SAVES Kel OHNSTON: British American owns tis little line down from Moose 
@ Jaw. 

Mr. PRITTIE: But they are listed as having two. 


-—s Mr. - Jounston: Yes; that is the delivery point as far as we are concerned. 
_ We deliver the oil at Stony Beach, and we deliver down to that British fe 
4 Peetinery at Moose Jaw with a line which is about 20 miles long. 


4 Mr. SOUTHAM: According to the legend on the map you list 27. Does that 
_make any difference in your evidence? 


Mr. JOHNSTON: I said it was about that. I did not have the exact number 
in my mind. 


| Mr. Prittre: These are PonneeHne pipe lines which are listed as 27. They 
are not the shippers? 

Mr. JOHNSTON: There is one pipe line at Buckeye, and a pipe line in 
_ Michigan at Fort Huron. We deliver to Buckeye and they carry the oil down 
_to the Toledo area to supply the Gulf refinery, Mobile, and Standard Oil. 
So I think there are three more shippers in that one area, when I say we 
_ have 25 shippers. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): The question I wanted 
4 _ to ask came up earlier. 

a The CHAIRMAN: There are a number of people who indicated their desire 
ie to ask questions. I have Mr. Watson, Mr. Pascoe, and Mr. Fisher. 


Mr. WaTSoN (Assiniboia): Is this the only pipe line which carries oil 
_ from western Canada? I know that the Trans-Mountain pipe line is a gas 
pipe line. 


Mr. JOHNSTON: Completely, and this is a crude oil line. 

Mr. Watson (Assiniboia): This is only a crude oil line. 

Mr. JOHNSTON: From west to east. 

Mr. WATSON (Assiniboia) : Going back to one of the original questions 
3 asked by Mr. Cameron in connection with the price of shares on June 10, 1964 


a at $83 to $85 and up to $93, can you give us any indication of what it was 
_in the year previous to that? What was it in June 1963 and in June 1964? 


Mr. JOHNSTON: June, 1963, you mean? 

Mr. Watson (Assiniboia): Yes; the year previous to June 10, 1964. 

Mr. JOHNSTON: I can tell you that in January, 1964, the stock had a high 
of 85 and a low of 80. I do not have the ranges for 1963. For 1963 I can give 
you the high which was 87 and the low which was 78. 

Mr. Watson (Assiniboia): That is in 1963? 

Mr. JOHNSTON: Yes, sir; that is for the year. 

* Mr. WatTSoN (Assiniboia): Previously you told us how many shares each 
: ‘director held. 

; Mr. JOHNSTON: Yes, sir. 

ih Mr. Watson (Assiniboia): Which was not too many in amount. Can you 

_ explain the difference between common shares—I am not familiar with the 

| share business—and other shares such as escrow shares; are there more shares 

_ held along this line? 

Mr. JOHNSTON: No, sir. We have only one type of stock which has been 
a issued, the five million share issue. That is the complete stock; there is no stock 

i, held in escrow. There are no more stock options; this is it. 

e. Mr. Watson (Assiniboia) : You mentioned the previous stock option 

a which was about 47,000 in the range of $25 to $53. 


Mr. JOHNSTON: Yes, sir. 
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Mr. Watson (Assiniboia): And this was up to 1964? 

Mr. JOHNSTON: From 1954 to 1964. 

Mr. WATSON (Assiniboia) : Am I right in thinking that the people who 
bought these options in this range at that time had up to 1964 to exercise 
those options? = 

Mr. JoHNston: An option was granted to key employees; it was not wide- 
spread. This option was given to key employees and the entire option period — 
was ten years. These options were granted each year in various volumes at 
the market price of the stock at the time the option was granied. 

Mr. Watson (Assiniboia): This was strictly to key employees. 

Mr. JOHNSTON: Yes, sir. 

Mr. Watson (Assiniboia): Some of the 500 employees. 

Mr. JoHNston: The younger engineers whom we wished to encourage 
and people who had contributed to the development of the company. 

Mr. Pascoz: I believe it was brought out that the pipe line is 3,500 miles 
in length. 

Mr. JoHNsSTON: Two thousand miles, but there are about 3,500 miles of pipe ~ 
in the line because it is looped in sections where we have double or triple lines. — 

Mr. Pascoe: What would you consider to be the service life of the pipe? 

Mr. JouNsSTON: The figure is not determined. Several studies have been © 
made on the life of pipe line in the ground. Varying studies have been made 
by the testing laboratories. It all depends on the type of pipe, the protection — 
given to the pipe in the way of wrapping, and the type of soil in which the pipe © 
is laid. Pipe lines have been laid in the ground for 40 years which were raised, 
cleaned up, and found to be in fine shape; other pipe lines have deteriorated — 
in a matter of two or three years. 

Mr. Pascoe: Which pipe do you use? 

Mr. JOHNSTON: Thirty year life. 3 

Mr. Pascoe: Is it of Canadian etnies 4 

Mr. JoHNSTON: Yes, sir. We are using Canadian pipe today. In the very | 
early stages we had to buy some pipe in the United States. - 

Mr. Pascoe: Where in Canada is the pipe manufactured? a 

Mr. Jounston: At Welland Tubes. This year our pipe will come from 
Welland Tubes in Welland, or from Camrose. 4 

Mr. Pascoe: If you had to replace some of the pipe or if you were to 
build more line, would you have to pay the 11 per cent tax on building mate- 
rials and production machinery? 

Mr. JoHNSTON: I do not think we are in this category. 

Mr. Pascoe: It would not apply? 

Mr. Jounston: I do not think so. 

Mr. FisHer: For the years 1963 and 1964, would you tell us what the 
dividends of the company represented as a percentage of the average share 
value? . 

Mr. JoHNSTON: You mean what the return would be? 

Mr. FISHER: Yes. 

Mr. Jounston: It was 3.20 last year. In 1963 the stock was selling in be a 

80’s, so it would be something in the order of about 3.7 or 3.4. 
Mr. FisHER: About 4 per cent. As you can imagine, like a number of my A 
colleagues, I do not know much about stocks and shares. However, as unde 
stand it, persons investing in shares run to things in which they are interes ted 
one is the dividend. et) 


4 
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_ Mr, Jounston: Primarily. 


Mr. FIsHER: And the other is the increment, which comes in the increase 
in the stock value. I would feel much better if your explanatory notes were 
more clear. You might say that the propaganda line is a little like what 
_ people’s capitalists say. One of the most likely consequences out of the share 
split is that there will be a surge of interest in purchasing so the value of the 
_ shares will go up and in effect the people who at present own the shares are 
_ likely to get an advantage out of the increment. 

Mr. JOHNSTON: Of course, this return depends on the price you pay for 
| the stock, whether you buy it today or ten years from now, I suppose. I would 
i think that this stock in a reputable company is no different from an investment 
which you might make in General] Motors, Massey-Harris, or anything else; 
_ haturally, it is hoped that there would be some appreciation in the stock, and 
wi if you bought it now at $10 and ten years from now it is selling at $20, your 
_ return would be considerably different. 

4 Mr. FISHER: Let me give you an example. I am larger, say, than the 
_ ordinary person, and quite often I have noticed I am in a competitive situation 
with the smaller person. There tends to be a feeling of the big bully and the 
_ good little fellow. 

Mr. MAcDONALD: That is not true. 


: Mr. FISHER: In this explanatory note there seems to be a suggestion that 
_ there is some great virtue in the small investor and something wrong in the big 
_ investor. I would like to have things flat and on the line. I do not think it 
| matters a darn whether it is a big investor or a small investor; it seems to me 
_ one of the reasons for a share split is the advantage to the company and the 
- people who presently have the shares. I would like to see this put on the line 
_ instead of it coming in with the people’s capitalists propaganda. I am sure 
you are aware that some persons in our party would like to change some of 
_ the rules of the game, but because we are not in power I am content to let it 
go along as it is for now. I appreciate frankness and I feel, although you may 
_ have been frank in the introduction, that the explanatory note is too glorious. 


ee Mr. CAMERON (Nanaimo-Cowichan-The Islands): How many of the 

| 5,047,000 shares of your company still are in the hands of the original 

| subscribers? 

: Mr. JOHNSTON: We could not possibly trace the turnover in stock by indi- 

_ viduals unless we had a stock list for every year. 

‘ Mr. CaMERON (Nanaimo-Cowichan-The Islands): I imagine you have a 

- record and I would think you would have it fairly clear in your mind, at least 

in respect of the big blocks of stock. 

: Mr. JOHNSTON: Oh, yes. I did not understand your question. 

Lae Mr. CAMERON (Nanaimo-Cowichan-The Islands): It is the whole picture 

, I would like to have, but I suspect this would cover a lot of it. 

” Mr. JOHNSTON: In the three big major shareholders there has been no 

_ change. | 

p Mr. Cameron (Nanaimo-Cowichan-The Islands): How many shares do 

they account for? 

| Mr. JOHNSTON: Two million and one. 

Mr. CAMERON (Nanaimo-Cowichan-The Islands): What about the others? 
Mr. JOHNSTON: There has been some fluctuation in the 37 shareholders 

who own more than 10,000 shares. 

Mr. CAMERON (Nanaimo-Cowichan-The Islands): There have been fluctu- 

ations? 
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Mr. JoHNSTON: There have been increases and decreases. In that 37 the © 
sizeable ones are investment trusts and pension plans. As an example, the > 
C.P.R. pension fund recently apparently has taken an interest in the Inter- — 
provincial stock and has purchased a rather sizeable amount of shares. I 
would say that two years ago they were not even in the picture. 4 

Mr. Cameron (Nanaimo-Cowichan-The Islands): Would it be safe to say 
that the majority of the five million shares have not changed hands since — 
your company was organized? 4 

Mr. JOHNSTON: Yes. 

Mr. Cameron (Nanaimo-Cowichan-The Islands): Therefore the trading 
on the stock market is a peripheral operation and leads one to suggest it may 
be stimulated. a 

Mr. KorcuInsKi: I have a question very similar to the one asked by Mr. | 
Fisher. At the present time the stocks are valued at $93. Am I right in assuming, © 
if your split came about, that the stocks would sell at $18.60? ¥ 

Mr. JouNston: In that range—$18.90. 4 

Mr. KoRcHINSKI: You also show concern over the fact that there was not 
enough trading in the stock. So, if there were greater participation it would — 
be natural to assume that the stock value would go up quite rapidly, for aq 
while anyway. 4 

Mr. JoHNSTON: I would not say that. ; 

Mr. KorcHINSKI: If there is a greater participation there must be aq 
greater interest. There may be people like myself who do not follow the stock © 
market too closely. However, I would wonder what is going on. I do not know | 
the president, but I want to see if this is a place where I might make some. 
money. Therefore if the stock value went up by $2—this is not too much 
to expect, is it—as a result of the active participation, then it could be assumed, © 
if it went up $2, that anybody holding stock now, because it is not trading 
very actively, could make $10 for every share. a 


Mr. Jounston: If he sold it. ‘ 
Mr. KorcuINsKI: This is true if he wanted to sell it. If the stock was at aq 
market price, there would be greater participation and perhaps more specula-— 


iy 


tion. a 


a 


, 
a. 
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Mr. Jounston: I do not like the word “speculation” particularly. - 
Mr. FIsHER: Investment is a nicer word. g 
Mr. KorcHInsKI: Somebody might be speculating and on the other hand 
somebody might be investing. m 


Mr. JOHNSTON: Personally, I would say that the answer to your question 
is supply and demand. If your general price indices, or whatever you want to. 
take, go up—and so far as we know that has been the case in the last few 
years—the stock has gone along with the trend. gy 

Mr. KorcHINSKI: If there was a growth in the stock, anybody who presentl 
owned stock would stand to make a profit. es. 

Mr. JoHNSTON: It certainly is not my position to forecast the movement in 
the stock market. I never have been very successful in it. . 

Mr. KorcHINSKI: I think it is a fair assumption to say that if there is more 
active trading it would go up. i 

Mr. Kinpt: A split in the shares would facilitate the work of the manip 1- 
lators in sucking the public in and unloading on them; there is no question 
about that. The exchange has someone sponsor that stock, if it is active; you 
know that. If you do not, you do not know much about the stock market. i: 


The CHAIRMAN: Are there any further questions? 
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Mr. Cowan: In answer to Mr. Pascoe earlier I think you said the employees 
held the magnificent total of 11,000 shares now. 


ad 
Mr. JOHNSTON: That is approximately correct. I have the exact figures, if 


_ you wish it. 


i 


b Mr. Cowan: That is all right. I liked Mr. Fisher’s statement when he used 
_ the word “glorious”. You told us the employees owned 11,000 shares and later 
you said that the Shell Oil Company holds 100,000 shares, and that that was 
not extravagant for a major shareholder. 


i . Mr. JOHNSTON: I think the point was made that Shell has a big participation 
a in this company. I would not say that is a very great share. 


Mr. Cowan: In view of the fact that 100,000 shares are not extravagant 
_ and the employees have this magnificent total of 11,000 shares, it would seem 
_ that the employees do not have a very big whip in this $5 million share com- 
_ pany. That is all I wished to say. 
4 Mr. FIsHER: Is there any other company, for example Imperial Oil, which 


is effectively controls, say, the appointments to the board of directors, or the 
7. managerial appointments of Interprovincial? 


Mr. JOHNSTON: No. As I stated earlier, 57 per cent of the stock is owned 


i’ by the public. Imperial has three directors, which is equivalent to one third of 
_ the total board. 


Mr. FISHER: You mentioned the C.P.R. Has there been any movement on 
_ the part of any of the investment organizations, such as Mutual or Investors 
_ Syndicate, to invest in your stock on a fairly large scale? 


Mr. JOHNSTON: Yes, sir. 


a Mr. FISHER: I have always wanted to find out what role those fund groups 
= play. 

ss Mr. Jounston: Absolutely none, sir. We would not even know they were 
_ shareholders unless we examined their satements. 


q Mr. FisHer: They would have no influence at all on appointments to the 
board of directors or anything like that? 


% | Mr. JOHNSTON: Absolutely not. At least I can say they never have asked 
_ for a position on the board. 

Mr. FisHer: And they would not forward proxies to any particular di- 
a _ rector if there should be a vote. 


a Mr. JOHNSTON: We certainly never have had that occasion arise. 


a Mr. FISHER: Could you indicate whether or not there has been any trend; 
_ you mentioned investment by the C.P.R. coming into the picture. Has there been 
_ any trend for these large holding companies or agencies representing mutual 
_ funds to move into your stock? 


Mr. JOHNSTON: Yes, that has happened. As you know, in recent years these 
_ funds have had a very considerable amount of money. They have invested in 
ae this stock undoubtedly as a judgment on their part that it is a sound invest- 
% ment for providing them with a reasonable return. In some cases they have 
_ disposed of a certain percentage of their holding when their portfolio came out 
_ of balance. I believe that is perfectly normal in any investment trust. I think it 
4 has been an attractive issue for that type of investor, with the money they 
_ have had to invest in the Interprovincial stock. 

& : Mr. FISHER: I ask this question sort of in anticipation of a share split. 
__ When the share split comes, it would seem to me that the major purchasing on 
x the stock market is done by organizations and groups like this—I take it this 
_ is the case—rather than the small investor. 
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Mr. Cameron (Nanaimo-Cowichan-The Islands): They will not have — 
very much to pick up. on 

Mr. Kinpt: They will mark the shares up and unload them on the public, — 
and they have to have the public in there to do that. : 

Mr. FisHer: Well, Mr. Chairman, I do not want to cast an invidious shadow | 
over this. 

The CHAIRMAN: Have you a question, Mr. Pascoe? 

Mr. Pascoe: Yes. Mr. Fisher mentioned the C.P.R. My question is probably 
a hypothetical one. There have been reports of shipping commodities by cap- 
sules through pipe lines. Could your pipe line accommodate such a delivery? 

Mr. Jounston: Are you referring to this one? 

Mr. PAScoE: Yes. 

Mr. Jounston: No, not at the present stage of development. 

Mr. Pascor: I realize my question was hypothetical. z 

Mr. JoHNston: There is a very interesting and fascinating study going on — 
now in respect of shipments by capsule through pipe lines. It has not been 
perfected to date but I do imagine that within the next few years progress 
will be made in that field. 

Mr. Pascor: Could the same pipe line be used in that connection? 

Mr. JOHNSTON: No, sir. 

The CHAIRMAN: Have you a question, Mr. Horner? = 

Mr. Horner (Acadia): Perhaps this information already has been given % 
to the committee but, bearing in mind the whole purpose of this bill is to | 
encourage more small Canadians into this business I would like to know the ~ 
growth of the number of shareholders of this company over the past five or — 
six years. The shares are selling at $93 now, but they have been at $85, and 
were for some time. : 


Mr. BuicHt: I am reading backward from 1963. In 1963 there were 12,700; g 
1962, 12,600; 1961, 12,300; 1960, 11,800; 1959, 11,900; 1958, 12,100. Bi 
Mr. Horner (Acadia): Well, this shows no growth whatsoever in the ~ 
number of shareholders and, practically speaking, this does not at all substan- Bye 
tiate your case. a 
Mr. BuicHt: The price has been rather high, sir. 
Mr. Horner (Acadia): Well, let us go back to the year when prices were q 
low, without going back into the founding years of the company. q 
Mr. BuicHt: Well, I think you would have to go back to the founding 4 
years. - 
Mr. Horner (Acadia): Why not go back to 1954 or 1955. 
Mr. Buicut: In 1954 there were 8,000 and in 1955, 8,700. 


Mr. Horner (Acadia): What would the average price of the share be in ¢ 


Mr. BuicHt: In 1954, a high of 31.2 and a low of 20; 1955: 30 and 25. 


Mr. Horner (Acadia): And there was a release of more shares after 
1954? a 
Mr. Buicut: No, in 1963. . 
Mr. Horner (Acadia): I am substantiating my argument rather than 
yours; the number of 8,000 shareholders in 1954 does not indicate to me there — 
has been a tremendous growth of shareholders in the last ten years. a 
To my way of thinking I am hesitant in believing that this share splitting 
will have a tendency to increase the number of shareholders. I think all that 
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E will happen is that the present shareholders will be the ones to reap the 
_ benefits of share splitting. 
Mr. Kinpt: Obviously. 

Mr. JOHNSTON: May I mention the history of Abitibi, as an example? 

Mr. HORNER (Acadia): Yes. 

Mr. JOHNSTON: At the end of 1963, before the subdivision had had time 
to become effective, Abitibi had 19,488 shareholders; after the subdivision this 
was increased in 1964 to 25,476, an increase of 6,000 shareholders. 


Mr. Horner (Acadia): But, if I understand it, Abitibi is not a good com- 
parison because it is in a more or less different line of activity altogether. 

Mr. JOHNSTON: That is true, but it does give an indication. 

Mr. Horner (Acadia): It is not in the transportation field. 

Mr. JOHNSTON: Trans-Mountain is another example, which I noted earlier. 


Mr. HORNER (Acadia): Well, in my mind that would be a better com- 
parison than Abitibi. 


The CHAIRMAN: Have you a question, Mr. Cowan? 


Mr. Cowan: Reference has been made to Trans-Mountain and there are 
very interesting figures in respect of the change in the number of share- 
holders. Did the control of the company change during the same time? 


Mr. JOHNSTON: Not as far as I know. 

Mr. Cowan: Nor as far as I know. 

The CHAIRMAN: Would you like to put your figures on the record in respect 
of Trans-Mountain? 

Mr. JOHNSTON: Mr. Chairman, that split was in 1957 and in 1956, before 
the split, there were 5,521 shareholders; in 1957 it went up to 7,027. 

Mr. FISHER: What about the price of the stock? 

Mr. JOHNSTON: I have that as well. The stock was selling at a high of $97 
and a low of $75 in November, 1956; one year later it went down to $70 and $57. 

Mr. CAMERON (Nanaimo-Cowichan-The Islands): This was after the split? 


Mr. JOHNSTON: No, this was the interim period between the application 
and the time the actual split was made. The split was made in September, 
1958. 
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. CAMERON (Nanaimo-Cowichan-The Islands): That is what I thought. 
Mr. JOHNSTON: At that time the price was $64 high and $59 low. 
Mr. FISHER: That was a five for one split? 


Mr. JOHNSTON: Yes. It came out at about $13, I believe, and then in 
November it was down to $9. 


Mr. CaMERON (Nanaimo-Cowichan-The Islands): Have you anything sub- 
sequent to that? 


Mr. JOHNSTON: I do not have anything here. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): I understand it is $21 
now. 


Mr. JOHNSTON: I think it is $21 or $22. 

Mr. WAHN: It is $21 now; it was $14. 

Mr. FISHER: There is a gain but it is nothing fantastic. 
The CHAIRMAN: Are there any other questions? 


Mr. FISHER: Mr. Johnston, I would like to ask whether or not you would be 
agreeable to filing for our records the list of the thirty-seven major shareholders. 


Mr. JOHNSTON: Yes. 
Mr. FISHER: In this way it would form part of our record. 
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The CHAIRMAN: If there are no further questions, does the preamble carry 
Preamble agreed to. | Sy ah wale 
The CHAIRMAN: Shall clause 1 carry? 
On clause 1—Subdivision of capital stock. 
Mr. Horner (Acadia): No, I do not think it will carry. 
Mr. FisHer: The chairman is just putting the question. 
Mr. Horner (Acadia): I am opposed to it. 5 2 
- -Mr. Fisuer: Mr. Chairman, may I put one more question before you pro- | 
ceed? Is my understanding correct that this will not come back in for a third — 
reading until the evidence has been printed? a 
Mr. Burcess: Mr. Chairman, due to the situation in parliament at the 
moment we propose to have the sponsor of the bill ask for a third reading this 4 
afternoon. a 
Mr. FisHer: You will be stacked up behind the Bank of Western Canada, yy 
Laurentide and so on. Be 
Mr. JoHNSTON: There is nothing very new about that, sir. A 
Mr. Waun: Mr. Chairman, may I say that if this bill were passed by the a 
committee I, as sponsor of the bill, propose to ask for unanimous consent of the | 
house to consider it in committee of the whole this afternoon. I believe if that — 
unanimous consent were given that it would go ahead of the other bills now on 
the order paper. But, of course, it would depend upon unanimous consent of the — ‘ 
house. Because of the shortage of private members hours I hope that unanimous ~ 
consent would be given, if this bill is approved in committee. a 
Mr. Frsuer: I am glad to have that knowledge. 
The CHAIRMAN: Shall clause 1 carry? 
Mr. Horner (Acadia): No. “ 
Mr. Ktnpt: No. I think this should be hoisted until we have more — 
information. i. 
The CHAIRMAN: Has anyone a motion to put? a 
Mr. Stewart: Presumably this is an assumed motion? a 
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Mr. Chairman, before we proceed with the actual vote on this it would — 
appear to me that a lot of criticisms directed toward this company are really 
criticisms directed against stock marketing in general and against private — 
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enterprise. am 
Mr. Horner (Acadia): Go on. : q 
The CHAIRMAN: Order. a 
Mr. Horner (Acadia): Well, if you are going to allow him to make a 
speech I am going to make one too. 7 


Mr. FisHer: Give Mr. Stewart an opportunity to speak; he does not have 
many such opportunities. i, 


Mr. Stewart: It may well be that these general criticisms are valid but — 
it seems to me rather unreasonable to take it out on this particular compan} a 
which, because of its legal position, has to come before parliament for specific 
action in this connection. Now, it has been pointed out if it were not for the — 
particular legal position it could have proceeded in a formal way. I do not 
think anyone should vote against this unless they are prepared to follow 
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j ite Mr. “HORNER (Acadia): Mr. Chairman, just before you put the question 
Iw ould like to say one or two things. I am opposed to this proposed bill but 
nt ot on the grounds that I am a socialist or that I have socialistic leanings, as 
implied by the previous speaker. I am a free enterpriser and I firmly believe 
in such. But, no one here has convinced me that share splitting is a necessity. 
_ No one here has convinced me that the small Canadian in the peoples’ republic, 
as Mr. Fisher mentioned— 
_-«*Mr. Fisuer: I did not use that expression; I said peoples’ capitalists. 
a Mr. HornER (Acadia): I know the phrase you used but I applied it the 
other way. No one has convinced me it is a direct aim of the company to 
try and help the small Canadian; I think they are trying to help themselves. 
This is a monopoly. With great deference to the previous speaker it is my 
_ duty to make my thoughts known. Monopolies are fine but in a private enterprise 
_ system we who believe in freedom of enterprise must guard against monopolies 
4 and scrutinize them very carefully. This is what Iam doing by voting against it. 
- _ Mr. Forpss: Is the principle behind this request to encourage more Canadian 
_ Participation in this company? 
Mr. Horner (Acadia): No, not necessarily at all. 
The CHAIRMAN: I am going to put the question. All those in favour of 
clause 1? All those against? 
‘I declare the clause carried. 

Clause 2 agreed to. 
Title agreed to. 
The CHAIRMAN: Shall the bill carry? 
Mr. HORNER (Acadia): No. 
The CHAIRMAN: On division? 
Mr. HORNER (Acadia): On division. 
The CHAIRMAN: Shall I report the bill? 
Some hon. MEMBERs: Agreed. 
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APPENDIX “C” 
k INTERPROVINCIAL PIPE LINE COMPANY 


Country Shareholders 
eR tee eh On koe a Serial = ye ae Re 12,617 88% 
Sintieeeineests. os ote v2 iat eR Bt. eee eee 1,343 10 
irri ee as ok A es en ho en ee ee 167 1 

14,127 100% 

PRINCIPAL SHAREHOLDERS 
(Those holding 10,000 shares or more) 
Imperial Oil Limited. ....-.---...-- 2. 2 eee oe ee eee eee eee eee ee Toronto 
British American Oil Company Limited..............-.-----++-+-- Toronto 
Giliest Seenritics Pamited A. 22020 60 Pe tes eee tee Montreal 
Investors Mutual of Canada Limited............-.....----+--+---+-- Winnipeg 
Seas ahaa S ASPEGEE sone 8 Lc 2 Siar eee ok eee ere ee ee Toronto 
Roycan & Co. No. 1 A/C... .. 2.22... 2 20 eee eee ne cnet rene ee eed Montreal 
ere with EO eek we ee ie Ee oe Cee ig gee coe Montreal 
bag de Oooo tno 2 - Sinn ds Ue eng aves doe pos ee Ree ae Montreal 
RE ie Ay os tie Sc fee 5 Sse oe ee Ds ee ee a ee ee ee Boston 
Biren 1 iw eaeNts Pamited :u.-2 5 os Usagi eave Os 4s See se ee aes Toronto 
Canadian Pacific Railway Company (Pension Fund)............-.-- Montreal 
Commonwealth International Corp. Lid...............-....----++--- Montreal 
WI eR Rha ko eay foe Cont eee es Ge DE a Se amen eh Montreal 
eine Peek a Phe oak 3s 3 eo ee es ba ee eee Be a New York 
eee ene ees Ge re Eg Ae oe te aie ee aa Toronto 
Hemseiner Hecuriizes Coron... ... ... - 22-2) 2c 222k = ode ai oe ee New York 
pene eco eigws C00 Sone oe Ss lie be opine ene oe oe ee eee New York 
reece arene. <a ie 2 hk nee Coed ani eee te ere Pes eee Montreal 
ee eaaee ed aemiaet eRe 62). GLb elas beT eat he atte mae nica Rae Bee Toronto 
Investors Growth Fund of Canada Limited...................----- Winnipeg 
ed rcepeareae Cho oo eS oe es a ae ite bio xioe a Ble en ay ok TI Peele Boston 
Rien main 8 ON Sst Be poe ee a Poin As be eae Boston 
Calzary & Edmonton Corporation Limited............--.--.------- Calgary 
nee meceeter a gee se OAS os So ee Pcie » Mee mie eee ie New York 
Rear we ee ee ee. oe a Saree eee aoe Soke ad eee eee Boston 
Haytor & Co. No. 1 A/C... !.. 222... 2-220 sk- Hoe son tele vee te Toronto 
he 4 ardon late Assnrance ©0-. ooo... 250) cance sine amen oper ae Toronto 
Montsent Trost Company A/C TSS... 2.2222. 2- 2 Se oe 2 ee Toronto 
TR i A aR OAS cee oe ik pe wa eke ee ao ca eae are eat Boston 
Employees Savings Plan—Interprovincial...............-+-++-++--- Edmonton 
ee ae oS BEL soak oe tees ce ie weak a abe rae Toronto 
Dominick Corporation of Canada......-.....-..---.------ e+e e eee Montreal 
Bennetts Tiare Sa. oo eno kk tk 2K oe eS Ree eee ee New York 
iene Cette lee © 4c) oe Ras, Ah oe pte Sa on eee Meese ae Toronto 
Canada Permanent Trust Company ...-....-- 2. --66- 2.5. - -222-e5-8 Montreal 
Canadian General Investments Limited...........-.-...-2----+--+- Toronto 
Reet Ss OO oe od us ae ape ees « Soe oe phe Reed em ae elie New York 
37 
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1,680,000 
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ORDERS OF REFERENCE 


THURSDAY, March 11, 1965. 
‘Be Ordered,—That the name of Mr. Orliko 


; w be substituted for that of Mr. 
Winch on the Standing Committee on Railways, Canals and Telegraph Lines. 


Monpay, March 15, 1965. 
; Ordered,—That the name of Mr. Hamilton be substituted for that of Mr. 


ag 


Pugh on the Standing Committee on Railways, Canals and Telegraph Lines. 
ig Attest. 


LEON-J. RAYMOND, 
The Clerk of the House. 
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MINUTES OF PROCEEDINGS 


a TUESDAY, March 23, 1965. 
7 (32) 

4 The Standing Committee on Railways, Canals and Telegraph Lines met 
_ at 9:40 am. this day. The Vice-Chairman, Mr. J. Macaluso, presided. 


Members present: Mrs. Rideout and Messrs. Cameron (Nanaimo-Cowichan- 

The Islands), Cantelon, Cantin, Cowan, Crouse, Forbes, Howe (Wellington- 

_ Huron), Legault, Lloyd, Lessard (Saint-Henri), Macaluso, MacEwan, Millar, 

_ Mitchell, Pascoe, Prittie, Regan, Rock, Southam, Stenson, Stewart, Tucker, 
_ Watson (Assiniboia)—(24). 


! In attendance: From Port of Halifax Commission; Messrs. J. W. E. Mingo, 
_ Chairman; Ray March, Executive Secretary; From the National Farmers 
_ Union; Messrs. Roy Atkinson, President; James N. McCrorie, Research Director; 
_ From Canadian Pacific Railways Company; Mr. K. D. M. Spence, Q.C., Com- 
a mission Counsel; From the Department of Transport; Mr. H. B. Neilly, Chief 
' Economist, Railways and Highways Branch; From Maritimes Transportation 
_ Commission; Mr. Craig S. Dickson; From the Department of Agriculture; Mr. 
4 J. W. Channon. 

a The Committee resumed its consideration of Bill C-120. 


a The Chairman suggested that a motion should be made in order to have 
_ all the briefs sent to the Committee printed as appendices to the evidence 


_ whether or not the witnesses are heard. 
: Thereupon, on motion of Mr. Prittie, seconded by Mr. Forbes, 


Resolved,—That the texts of the briefs submitted by individuals or 
_ associations invited to appear before this Committee, and who did not have 
R Pan opportunity to appear, be printed as appendices to the Minutes of Proceedings 
_ and Evidence of the last regular meeting of this Committee. 

“ The Chairman introduced Mr. Mingo, Chairman of the Port of Halifax 
_ Commision and Mr. Ray March, Executive Secretary. 7 

| Mr. Mingo read extracts from a prepared statement which had been 
_ distributed in English to the members of the Committee. He apologized for 
_ the delay incurred in releasing the French version. (The said version was 
_ available at the end of the meeting). 

The witnesses were examined. 

On motion of Mr. Tucker, seconded by Mrs. Rideout, 


¥ 


i Resolved,—That the brief from the Port of Halifax Commission be 
_ printed as an appendix to today’s proceedings (See Appendix a Dia) 
ie On motion of Mr. Stewart, seconded by Mr. MacEwan, 


Resolved,—That Exhibits I, II, III, IV and V, submitted by the Depart- 
ment of Transport be printed as appendices to this day’s proceedings (See 
_ Appendix “E”). 

4 The witnesses were retired and the Chairman thanked them for their 
appearance. 

of The Chairman introduced Mr. Atkinson, President, National Farmers Union 
a and Mr. James N. McCrorie, Research Director. 
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- Nulty, Millar, Mitchell, Muir (Lisgar), Pascoe, Prittie, Rapp, Regan, Southam v: 


- President, James N. McCrorie, Research Director; From Canadian Pacific Rail- 


“Since the brief from the N ational’ Pekee. Union ha | just” 
Saas to the Committee, some Members suggested that the he earin 
examination of the witnesses be postponed until later this day. SORE i, 


NES 
Mr. Howe ( Wellington- -Huron), seconded by Mr. Forbes, Late “That” 
the Committee adjourn until the afternoon to consider the brief of the National 
Farmers Union. 


After discussion, the question was put on the said motion and it was q 
resolved in the negative, YEAS: 6; NAYS: 7. 


Mr. McCrorie read a prepared statement wich had been distributed in 7 
English to the members of the Committee. He apologized for not having a 
French version available. 


On motion of Mr. Tucker, seconded by Mr. Southam, 


Resolved,—That the brief of the National Farmers Union of Canada ica 
reproduced as an annex to today’s proceedings. (See Appendix “F’’). 


At 12:00 noon, the Chairman announced that on Thursday, March 25th 
the witnesses would be Canadian Manufacturers Association and Branch > 
‘Line Association of Manitoba, and on March 30 Canadian Industrial Traffic 
League and Maritime Transportation Commission, the National sizscars 
Committee, International Railway Brotherhoods. . 


It being 12:00 o’clock noon, the Committee adjourned until 3:30 p.m. 
this day. 4 


AFTERNOON SITTING 
(33) 


The Standing Committee on Railways, Canals and Telegraph Lines re= 
convened at 3:55 p.m. this day. The Vice-Chairman, Mr. J. Macaluso, presided. 


Members present: Mrs. Rideout and Messrs. Basford, Berger, Cadieu, 
Cameron (Nanaimo-Cowichan-The Islands), Cantelon, Cantin, Cowan, Cross- 
man, Crouse, Deachman, Forbes, Hahn, Hamilton, Kindt, Korchinski, Legault, 
Lessard (Saint-Henri), Lloyd, Macaluso, Macdonald, MacEwan, Matte, Mc- 


Stewart, Tucker, Watson (Assiniboia) (35). 


¢ 


In attendance: From National Farmers Union: Messrs. Roy Atkinso a, 


ways Company; Mr. K D. M. Spence, Q.C., Commission Counsel. From the 
Department of Transport; Mr. H. B. Neilly, Chief Economist, Railways and 
Highways Branch; Mr D. C. Blair, Province of Saskatchewan and Mr. Alastait 
MacDonald, Q.C. Be 


The Committee resumed its consideration of Bill C-120. 


Mr. Atkinson and Mr. McCrorie were further examined. 


The witnesses were retired and the Chairman announced the order of 
business of the next meetings. ag 
Thursday, March 25, Canadian Manufacturers Association, Toronto, On n- 
tario (Mr. A. R. Treloar, Man., Director Transportation Department). Bre 
Line Association of Manitoba, Winnipeg, Manitoba, (Mr. Remi Depape 


President). a ay 
i . 


! Bee eaiowal: Railway Uae G BE teoes 39, CLC: Building bs 
el u Ottawa 4, Ontario. (Mr. A. R. Gibbons, mean! eae st 


Marcel Roussin, ‘i 3 one a 5 : 
Clerk of the Comme ‘ 
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EVIDENCE 


TUESDAY, March 23, 1965. 


The VicE CHAIRMAN: Madam and gentlemen, we have a quorum. I think 
perhaps we should start because we have two delegations with us this morning, 
one from the Port of Halifax Commission and the other from the National 


Farmers Union of Saskatchewan. However, before commencing I would like 


to place before you a motion that will be required and I shall read it: 


Resolved—That the texts of the briefs submitted by individuals or 
associations invited to appear before this committee, and who did not 
have an opportunity to appear, be printed as appendices to the minutes 
of proceedings and evidence of the last regular meeting of this committee. 


The motion should be included in the minutes of the committee. Could I 
have a motion? 


Mr. PrRITTIE: I so move. 
Mr. ForBes: I will second the motion. 
Motion agreed to. 


The VicE CHAIRMAN: Now, gentlemen, we have with us first of all the 
chairman and executive secretary of the Port of Halifax Commission; Mr. 
J. W. E. Mingo, the chairman, and Mr. Ray March, the executive -secretary. 
We have a brief submitted by the Port of Halifax Commission both in English 
and in French. The French edition will not be here until later this afternoon as 
it is being printed. 

Mrs. RmpEOouT: Go on then. 

The VicE CHAIRMAN: We will commence then, gentlemen. Mr. Mingo is 
on my right and Mr. March is on his right. You can commence, Mr. Mingo, with 
your brief. § 

Mr. J. W. E. Minco (Chairman, Port of Halifax Commission): Thank you 
very much, Mr. Chairman. Mrs. Rideout and gentlemen, the Port of Halifax 


Commission, I might explain, is a body corporate financed by the city of 


Halifax to promote the interests of the port. It is a small commission. Mr. 
March is our only full-time employee. All the other members of the com- 


Mission are amateurs and as such we make no claims to expertise on the 


question of railway freight rates. I would like you to bear that in mind during 
the course of the presentation. We have very strong views on the subject, as 
will be evident from what we have to say. We will do our best to handle any 
questions that may be directed to us and indeed if we are unable to answer 


_ the questions now we will undertake to answer them later. 


I wish to make it particularly clear at the outset that we do not claim to 
be experts or even students of the subject of freight rates. However, as citizens 
of the maritimes, we are affected very much by freight rates and we have a 
deep concern about them. 

Now on behalf of the Port of Halifax Commission, I would like first of all 
to thank you for this opportunity to make this presentation. We were very 


_ impressed by the rapidity with which our application was accepted and, as a 
_ Matter of fact, our brief was completed on Friday in English and completed 


yesterday in French. Unfortunately, owing to stencil difficulties, it was not 
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available to take with us when we left. They worked all night on. it and we | 


here in Ottawa at 11 a.m. We have made arrangements for a taxi to meet it at 


“With respect to the maritimes, our understanding is that the bill does not — 


ay 


received instructions this morning that the requisite number of copies in French ~ 


had been placed on the aircraft at 8 o’clock this morning and will be arriving © \ 


the airport and we are hopeful that it will be here before noon and perhaps : 
before the adjournment. 4 

Now with your permission, Mr. Chairman, I would like to proceed by 
reading a summary of the submission that we wish to make, interspersing the 
summary with some comments from time to time and then reading selected 
passages from the brief. I do not propose to read the whole brief as it is avail- 
able to you. However, I would like to have the opportunity, if I may, to proceed 
in this fashion so that the record will contain the full submission that we wish 
to make. 

Now our first point and really a summary of our submission is that while 
Bill No. C-120 also deals with branch line abandonments, passenger deficits 
and grain rates, this submission is concerned solely with freight rates and rate 
making. We will not undertake to discuss any other subject. 

Both the MacPherson royal commission in its report and the staff of the 
Department of Transport in its evidence before this committee—and I am quot- 
ing now from volume II of the MacPherson royal commission report on 
page 216: . 


__drew a clear distinction between the objectives of the national trans- 
portation policy, which were deemed to be efficiency and economy in the — 
transportation system, and the objectives of a national policy which uses — 
transportation to achieve economic development, political unity, social ~ 
welfare or any other purpose. of 


Both the commission and the Department of Transport staff went on to % 
make it plain that the recommendation of the report and the provision of ~ 
Bill No. C-120 were confined to the implementation of the national trans- y 
portation policy and did not, at least with respect to the maritime provinces, 
purport to implement any so-called national policy. Many features of the bill, a 
like the preservation of the Crowsnest pass rates, reflect no doubt the effort 
to reconcile the two policies with respect to other regions of the country. — 


purport to implement any so-called national policy. Such a national policy in © 
the maritimes was implemented in 1927 by the passage of the. Maritime a 
Freight Rates Act following the report of the Duncan royal commission. To a 
be more precise, the policy was originally conceived at the time of confeder-_ 
ation and implemented upon the opening of the International Railway. Basi- j 
cally speaking, this policy is that the rail rates which should prevail within — 
the maritime provinces and on hauls overland from the maritime provinces ~ 
to central Canada should be lower than those prevailing in the central region © 
of the country. i’ 

Now, the Port of Halifax Commission believes that insufficient evalua- — 
tion has been made of: ‘ 


(1) The extent to which this national policy is being implemented today — 
‘by the Maritime Freight Rates Act, having regard to the change in the mari- — 
time economy and the transportation industry which have occurred since 1927. i 


(2) The extent to which, having regard to such changes, this nationa 
policy, as originally conceived, is adequate today. i)" 


(3) The extent to which the objectives of this national policy, either as 
conceived in 1926 or as it should be reformulated today, would be prejudiced - 
by the enactment of Bill No. C-120 in its present form. ‘om 
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the Gordon royal commission and the MacPherson royal commission. The 


rordon royal commission recommended that the subject should be pursued 
d further investigated. The MacPherson royal commission recognized the 
_ problem and considered the subject outside its terms of reference. The point 
_ to be noted is that the subject has not been pursued and further investigated 
_ by either of these commissions. The Port of Halifax Commission further be- 
_lieves that the development of secondary industries in the maritime provinces 
pis the key to the solution of unemployment and standard living problems in 
_ this region. We think the cost of transportation to and from central Canada 
_ is probably the principal obstacle to the development of such industry. Hence, 
_ the port concludes that a royal commission should be appointed as soon as 
_ possible to perform the very task which the MacPherson Royal Commission 
ij held was outside its terms of reference; namely, the significance of transport- 
- ation to the development of the maritime economy today, the national policy 
' which the federal government should be pursuing in this area today, and the 
_ effect on this policy of the provisions of Bill No. C-120. Until the findings of 
_ this commission are available for study, the application of Bill No. C-120 
_ to the maritime provinces should be suspended. In essence, this is what we 
_ are asking for. 
g Now, what is the significance of transportation in respect of the mari- 
_ times? Much has been heard, and much has been done lately, about what 
_ has been called the lack in the development of the Atlantic provinces in 
_ contrast with the rest of the country. The general consensus of thinking 
_ appears to hold that while our primary industries will become more efficient 
4 and more productive, they will not employ a significantly greater number of 
people and that consequently our main hope of employing and retaining the 
substantial majority of the people who are growing up and being educated 
in the maritimes today lies in the development of secondary manufacturing 
_ industries. 
_ The cost of transportation to and from central Canada is one of the prin- 
- cipal reasons secondary manufacturing industries in the maritimes have not 
_ developed at the same rate as elsewhere. So long as the trade and tariff 
' policies in this country remain constituted as they are, the cost of transporta- 
_ tion, in the opinion of the Port of Halifax Commission, will persist as a major 
~ economic problem of the region. It is, of course, the major problem of the 
port of Halifax. Winter navigation on the St. Lawrence, the St. Lawrence 
_ seaway, and every other transportation development which is taking place 
Pin other regions of the country would have no effect whatsoever on our 
_ export-import traffic if some reduction could be secured in the railway freight 
rates for the overland haul between Halifax and central Canada. In this 
- regard I would like to point out that the Maritime Freight Rates Act has no 
application at all to this traffic. 
_ +What is the general situation? The maritimes are what the MacPherson 
Royal Commission called an area of significant monopoly for the railways, 
' with the result that the several horizontal freight rate increases authorized 
_ during the 15 years immediately following the last war were implemented to 
a greater extent here than in other parts of Canada where transportation is 
_ more competitive. 
: a Let me develop that point for a moment. During the period 1948-58, the 
class rates applicable in Nova Scotia were increased by more than 157 per 
cent. The Maritime Freight Rates Act, as enacted in 1927, provided for a 
br eduction of 20 per cent; as amended in 1957, this reduction was increased to 
30 per cent. As the reduction applies only to class rates, the philosophy of 
this act was to restore to the shippers in the maritimes the favourable ad- 
vantage which they had enjoyed on the Intercolonial Railway up until ap- 


__ I should point out that the submission on this subject was made to both 
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those that prevail elsewhere in Canada. B. 

However, as a result of these horizontal freight rate increases, as a result 
of the movement of traffic elsewhere in Canada, and as a result of the agreed 
charges or competitive rates which the railways were permitted to give, the 
differential was thrown out of line entirely with the result that instead of the ~ 
rates in the maritimes being lower than elsewhere in Canada, they were lower 
than the class rates elsewhere in Canada, but were not lower than the rates — 
on traffic moving to elsewhere in Canada; the differential disappeared. 

Although no governmental study has been made of the matter, it is clear 
from the work done by the Maritime Transportation Commission that this 
development went a long way towards defeating, and in many instances 
defeating entirely, the objectives of the Maritime Freight Rates Act. Again, — 
although no governmental study has been made of the matter, it is difficult 
to believe that the objectives of the Maritime Freight Rates Act and the na- — 
tional policy which it purports to implement do not require some investigation, — 
having regard to all that has taken place since this was originally conceived 
in 1927. a 

For these reasons it is the opinion of the Port of Halifax Commission that | 
poth these matters should be the subject of an immediate inquiry by a federal 
royal commission and that in future such an inquiry should be repeated every 
ten years, as is done in the case of the Bank Act. q 

What is our apprehension over the general bill? In the context of what — 
has been said about the significance to the maritime economy of the cost of — 
overland transportation to and from central Canada, it should not be difficult — 
to understand the apprehension with which citizens of this area face the pro- q 
posed amendments to the Railway Act which repeal a variety of provisions — 
empowering the board of transport commissioners to disallow rates which are q 
deemed unfair or unreasonable, and which provide that henceforth all rates 4 
as a matter of law must be compensatory and subject to a very limited class | 
of appeal to the board, leaving what we regard as the highly arbitrary and 
obscure decision of when a rate is compensatory to the cost analysts and E: 
computer operators in the employ of the railways. y 

As I understand the right of appeal, if a shipper is of the opinion that | 
the railways are enjoying semimonopolistic conditions, he is entitled to apply — 
to the board and if he is prepared to accept a one year agreement to ship over a 
the railway, he is entitled to have the board fix a rate equal to variable costs, a 
plus 150 per cent. As defined by the act, a compensatory rate is nothing less % 
than variable costs. The difference in this range, it seems to me and to the % 
Port of Halifax Commission, provides a very wide scope and in effect defeats i 
the usefulness of the right of appeal to the board. In our opinion it is unlikely — 
that many rates ever would exceed the range which is provided by the act 5 
for the board. ‘ 

Now, it is true that assurances have been given that in general under the © 
bill the present rail rates are compensatory; that no increases are contemplated, — 
and that proposed amendments, if enacted, would leave the objective of the © 
Maritime Freight Rates Act impaired. However, these thoughts occur to us: 
if the rates had been increased by 127 per cent between 1948 and 1958, it is® 
hard to believe that they still are compensatory today. In any event, to our — 
knowledge, there has been no authoritative pronouncement to this effect. — 
Even if they are compensatory in a general way, this still leaves open the © 
possibility that the rates to Halifax and North Sydney will be adjusted in — 
favour of the shipper hauling to Halifax. % 

Or that the rates to St. John and Halifax will be adjusted in favour of © 
shorter haul to Saint John, in each case with disastrous effects on the water-_ 
front operations of the longer haul. It seems to us that this kind of departure 
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proximately 1912. In short, it was intended that the rates be lower than 4 
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4 or operation ought not to be permitted without a great deal more study of its 


effect on the total economy than appears to have been made. 
And again, and this is perhaps the main point, even if the rates are defen- 


_ sible today, there appears to be nothing in the bill to prevent the pattern of 


1945 to 1958 being repeated; that is, the offsetting of rising labour and other 
operating costs by the introduction of rate increases which are applied to a 


4 greater extent in areas of significant monopoly, like the maritime provinces. 


Finally, how can anyone know the effect of such changes in procedure on 


the making of railway freight rates and on the national policy through imple- 
mentation of the Maritimes Freight Rates Act or—and it should be revised 


today—if no governmental committee has made a study of the question, or 
even of what this national policy should be today? 

In summary, there does not appear to us to have been enough homework 
done at governmental level on the effects of Bill No. C-120 on the maritime 


_ economy for anyone to know what these effects will be, or to evaluate them, 


and the spectacle seems to us anything but reassuring. 

Mr. Chairman, I would like to proceed now by reading selected passages 
from the brief which we have filed and I would like to begin by drawing your 
attention to the quotations at the beginning of the brief from the speeches made 


_by Sir John A. Macdonald and Sir Georges Etienne Cartier at Halifax on Sep- 


tember 12, 1864, 100 years ago. I think it is very interesting to view the 
developments of the Intercolonial Railway in historical context, and with your 
permission I would like to read one or two paragraphs from these excerpts, 
beginning with an excerpt from Mr. Macdonald’s speech: 


It cannot be denied that the railway, as a commercial enterprise, 
would be of comparatively little commercial advantage to the people of 
Canada. 


“Whilst we have the St. Lawrence in summer, and the American 
ports in the time of peace, we have all that is requisite for our purposes. 
We recognize, however, the fact that peace may not always exist, and 
that we must have some other means of outlet if we do not wish to be 
cut off from the ocean for some months in the year. We wish to feel 
greater security—to know that we can have assistance readily in the 
hour of danger. 

“In the case of a union, this railway must be a national work, and 

_ Canada will cheerfully contribute to the utmost extent to make that 
important link without which no political connection can be complete. 

“What will be the consequence to this city, prosperous as it is; from 
that communication? Montreal is at this moment competing with New 
York for the trade of the great West. Build the road and Halifax will 
soon become one of the great emporiums of the world.” 


....J0hn A. Macdonald 


“I have heard since I have been in Halifax, the objection thrown 
out that there is much danger that you would be absorbed. It will be 
very easy for me to dispel such fears. 


“I answer them by a question: Have you any objections to be 
absorbed by commerce? Halifax through the Intercolonial road will be 
the recipient of trade which now benefits Portland, Boston and New 
York. If you are unwilling to do all in your power to bring to a satis- 
factory consummation this great question, you will force us to send all 
this trade which you ought to have through American channels. Will the 
people of Nova Scotia or New Brunswick be better off because they are 
not absorbed by commerce or prosperity? 


ifax waterfront in the summer time will appreciate this. 


2, I shall read as follows: 4 


other Canadian railways. The program is described in the submission by the 
Maritimes Transportation Commission to the Royal Commission on Transporta- 
tion (1960): i” 


federation takes place—the consequence wil a 
and Liverpool there will be steamers almost daily leaving and arriving — 
at the former—in fact it will be a ferry between Halifax and Liverpool. — 


(Cheers).” q 
....Georges Etienne Cartier © 

a 
The reporter adds in parentheses ‘‘cheers”. Anyone who has seen the Hal- © 


Mr. REGAN: The ferry is over due. | q 


Mr. Minco: How that sounds to Halifax ears today! At the bottom of page @ 


On the eve of confederation, our region, with a mature and pros- a 
perous economy, was beginning to feel the pressure of a revolution in 
transportation. Having debated whether the promise of an intercolonial gq 
railway was worth the risks and the obligations of political union with — 
Canada, it was decided to enter the union. y 
y: 
Then on page 3 we have the following: a 

“The intercolonial railway was completed in 1876, and it would > 
appear from the evidence we have received that from then until 1912 @ 
_ the interests of the maritimes provinces were fairly well safeguarded, ~ 

the freight rate structure being such as to take into account the require- — 
ments of their traffic. The lower level of rates that prevailed on the — 
intercolonial railways system prior to 1912 is, in our view, rightly to be © 
interpreted as the fulfillment by successive governments of the policy © 
and pledges that surrounded the railway from its inception, whatever © 
impressions may have been created by the form of its administration.” — 
(Royal Commission on Maritime Claims, 1926) a 

“While a detailed analysis of the early rate structure of the inter- — 
colonial railway might be desirable, it is doubtful whether this would — 
serve to clarify significantly the main policy considerations in regard | 
the rates on the line. It is sufficient to note that the actual rates on the © 
intercolonial were based on the rates on other railways in Canada, bu a 
they were generally lower as a direct result of government policy in- 
regard to the operation of the line’. (Submission to the Royal Commis- © 
sion on Transportation by the Maritimes Transportation Commission, 
1961, p. 7) : 


i 
ui 
' 


About 1912, the intercolonial began to inrcease its freight rates relative to. 


NN 
‘Numerous other instances could be cited to show how rates on the © 
intercolonial were increased during this period (ie. 1912 to 1923), 
some by over two hundred per cent, and where special rates were | 
cancelled and higher rates substituted contrary to the rate policy of the 
line prior to 1912. This “levelling-up” process was completed in 1923 
when the intercolonial became part of the Canadian National Railways 
system and thus subject to the jurisdication of the board of railway 
commissioners. At this time, rates on the intercolonial had reached the 
level of those in Ontario-Quebec and their intended lower basis d 


_, completely disappeared.” 
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‘The Duncan royal commission on maritime claims, 1926, had this to say 
bout the increased freight rates: i 
| We have come very definitely to the conclusion that the rate struc- 
ture as it has been altered since 1912 has placed upon the trade and 
commerce of the maritime provinces, (a) a burden which, as we have 
read the pronouncements and obligations undertaken at confederation, 
it was never intended it should bear, and (b) a burden which is, in 
fact, responsible in very considerable measure for depressing abnormally 
in the maritimes tcday business and enterprise which had originated 


and developed before 1912 on the basis and faith of the rate structure 
as it then stood. 


The findings and recommendations of the Duncan commission led to the 

_ Maritimes Freight Rates Act which conferred “certain statutory advantages” 

"in rail rates on the maritimes. In practice, these statutory advantages provided 

' for reduction of twenty per cent in all freight rates within “select territory”’ 

). (approximately the maritime provinces) and twenty per cent reduction in the 
_ select territory portion of the haul from points within it to Canadian points 

» west of it. 

The basis of the twenty per cent reduction is significant: 


“For our present purpose, it is more material to notice that the 
president of Canadian National Railways admitted in evidence, that in 
administering the Atlantic division (the greater portion of which is the 
old intercolonial system) no account is being taken in the rate structure 
of today of the special considerations which attach to it as revealed in 
the pledges and pronouncements already referred to. 


We feel that the increase arising from the changes that have taken 
ae place in the straight rates in 1912—over and above the general increase 


that has taken place in other parts of the national system—is as fair a 
‘@ measure as can be made of these special considerations, and accordingly 
a should be transferred from the maritimes to the dominion so that the 


original intention may be observed. We recommend, therefore, an imme- 
diate reduction of twenty per cent...” 


I think the point to note here is that it was originally intended—and this 
intention was carried out until 1912, when it was departed from in the period 
_ following that year and was returned to in 1926—that the rail rates within 
the maritimes provinces, and on the whole from the maritime provinces to 
central Canada, should be lower than those that prevailed elsewhere in Canada. 
_ The point which we are making this morning is that this is no longer true and 
that Bill No. C-120, if applied in its present form to the maritime provinces, 
will aggravate an already intolerable situation. 


Section 6 of the Maritimes Freight Rates Act provided that the rates so re- 
duced were to be considered statutory rates and as such “not based on any — 
rinciple of fair return to the railway for the service rendered in the carriage 
Mf the traffic”. Section 8 of the act provided that the federal government should 
ay to the railway the difference between the normal and reduced rates. 
| Over the years, there was a fairly constant attrition, largely caused by 
various horizontal freight rates increases, of the benefits of the Maritimes 
Freight Rates Act. The preliminary report of the royal commission on Canada’s 
economic prospects, 1956, acknowledged that “the transportation facilities of 
the Atlantic region are in need of improvements”. In its final report, the com- 
“mission went even further: it recommended “a re-examination of the present 


effects of the Maritimes Freight Rates Act’’. 
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The MacPherson royal commission in effect said that such an examination 
was outside its terms of reference, and it is really this examination that we are ~ 
asking this committee to recommend today. 

In the course of his budget speech of March 14, 1957, the then minister 
of finance responded to the royal commission’s findings: 


There is one matter on which it is possible to act immediately. I 
refer to the special difficulties of the Atlantic provinces caused by 
the various horizontal increases in railway freight rates over the last 
decade. These increases have fallen rather more heavily on the traffic 
moving from the Atlantic region to central Canada than on rail move- 
ments within the central provinces. As a consequence the competitive 
position of maritimes products in the Montreal area and points west has 
been adversely affected. 

A study of the average increase in freight rates since 1947 on this 
traffic, as compared with the increase in the rest of Canada, shows that — 
an increase in the subvention paid under the Maritimes Freight Rates Act — 
is justified. That is, an increase in the subvention from its present 20 
per cent level to a level of 30 per cent in the case of outbound traffic 
will restore these rates to the position they occupied in relation to 
other Canadian rates at the end of world war He 


The point I would like to make at this stage is while that was the intention, a 
that was not the result. It restored the differential between the class rates, — 
but traffic elsewhere in Canada began moving more and more at rates lower ~ 
than class rates fixed by agreed charges or competitive rates. A 

To recapitulate, the Maritimes Freight Rates Act was supposed to secure ~ 
certain statutory advantages to maritimes shippers. These advantages are in 4 
substance the percentage difference in favour of maritime shippers that existed — 
before 1912 between the general level of rates on the Intercolonial system and a 
the general level of rates in other parts of the national system. This relation- q 
ship was confirmed and re-established by the Maritimes Freight Rates Act of % 
1927, and was thought to have been re-established in 1957 when by implica- 
tion the principle of a favourable differential in rail rates in select territory 
and from select territory to central Canada as compared with rates between ~— 
central Canadian points, was reaffirmed. D 

But not only has this differential favouring maritimes shippers disap- % 
peared; in many cases the differential now substantially favours central Cana- — 
dian shippers. Not only have maritimes shippers lost those “certain statutory — 
advantages” that were to have given them access to central Canadian markets, ¥ 
but many non-maritime competing products now move to the central markets — 
with a substantial freight rate differential in their favour. On top of this — 
situation it is now proposed to place Bill No. C-120. a 

Bill No. C-120 could only result in freight rate increases. The railways 
could be expected to increase their rates most sharply where their competition — 
is weakest and to apply lesser and fewer increases where their competition — 
is strongest. 8 

The Atlantic region could thus expect relatively rapid and substantial — 
rate increases, while in central Canada, where the general level of railway ¥ 
rates is already lower than in the Atlantic region, rate increases would be less | 
substantial and less frequent. : a 

We shall now discuss the significance of Bill No. C-120 for the port of @ 
Halifax. Bill No. C-120 would also be harmful to maritime import and — 
export rail rates. These are of great importance to the maritimes’ economy — 
by reason of the major contribution made to it by steamship and export and — 
import movement through the ports of Halifax and Saint John. The value of 
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: ces rendered to steamships and cargo at the port of Halifax alone ap- 


id from Halifax and Saint John were to exceed the cost to and from United 
ates ports in winter, cargo could be expected to divert to United States ports. 


. ports. Halifax and Saint John are thus provided an opportunity of attracting 
_ cargoes despite their relative distance from points of origin. 3 
The Maritime Freight Rates Act, whatever its worth in ameliorating 
domestic rail rate problems in the Atlantic region, does not apply to import and 


, the most 
y is the cost of transportation to 
nd from central Canada. Bill No. C-120 in its present form appears likely to 


ave a pronounced detrimental effect on this economy. In all events it is far 

rom clear that this will not be the result. In these circumstances it would be 

nwise, indeed unintelligent, to apply the bill to this economy, and thereby risk 

ndoing much of the good work that has been done, until the present national 

‘Maritime policy on transportation for the region and the effect of Bill No. C-120 
n this policy can be evaluated at the governmental level. 


This task of evaluation can best be undertaken, in our opinion, by a federal 
royal commission and should be carried out periodically, probably every ten 
_ years. 

‘ Thank you very much. That is the end of our formal submission. If there 
are any questions we may be able to answer, we will be very pleased to try. 


The Vick CHAIRMAN: Before any questions are asked I would like to point 
out to the committee that Mr. Mingo and the executive secretary have an 
appointment with the Minister of Labour at 11.30. If questions are going to be 
' protracted, we should let them leave at quarter past eleven at the latest. They 
will be able to return this afternoon to the railway committee room. However, 
‘Mr. Mingo anticipates and I anticipate that these questions will not be 
prolonged. 
-21827—2 
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roximates $20 million a year. If the cost of moving central Canadian cargoes to 


ongshoremen, freight handlers, customs brokers, shipping agents, and rail- — 
Way employees themselves in the Atlantic provinces would be adversely 


more ports, the export rate will be the same or nearly so as between various 
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Mrs. Rideout. 
Mrs. RipEoutT: Gentlemen, as a maritimer I want to compliment you on 4 
your brief. I know that we who are on the railway committee are sympathetic % 
to your problem, and certainly I could not agree with you more that the trans- 
portation facilities of the Atlantic region are in need of improvement. | 
I am not asking you this question to be critical of your brief, but rather — 
to have clarified a point that appears on page 7. This is in paragraph two: i 
And could the railways not arbitrarily declare, if Bill No. C-120 © 
were to pass in its present form, any or all of the existing rates between ~ 
the Atlantic provinces and central Canadian destinations to be non- 
compensatory, and then bring into play the convenient statutory obliga- 

tion in section 334 to increase them? 


ensure that the rates that are compensatory are not declared non-compensatory — 
by Canadian National Railways. 

Mr. Minco: In answer to your question, Mrs. Rideout, I think the thrust | 
of that paragraph is to point up the fact that, initially at any rate, from a prac- : 
tical point of view the initial determination is perhaps as far as most shippers ~ 
will go. The decision on whether or not a rate is compensatory is to be made i 
by the railways themselves. If a shipper is not satisfied with that determination, — 
and if he is able to establish that he is operating under semimonopolistic con- — 
ditions, he can apply to the board and ask the board, under the conditions a 
which I outlined earlier, to set a rate for him. But the rate which the board ~ 
will set is the variable cost as determined by the board plus 150 per cent, which P 
I understand is much higher than any rate is likely to be; it is not a practical © 
rate. Again, as I said at the beginning, I am not an authority on the subject © 
but this is what I have been told and it is my understanding. * 

Mrs. Riprout: You feel this is really a fair way of reaching a decision rf 
as far as the rate is concerned? ' 

Mr. Mrnco: It is not a simple matter. I can appreciate the problem of the a 
railways and I can appreciate the desirability of having a healthy transportation ~ 
system in the interests of the general economy. | 

Our main point here is that the national transportation policy as set out in 4 
Bill No. C-120 has not been evaluated in terms of its effect on what has been — 
called national transportation for maritime provinces, at least we are yet to 
see the evidence of this evaluation. It is our belief that until this evaluation is P 
made—and we think it can best be made by a royal commission—the bill Y 
should not be applied to the maritimes. If it is made applicable to the maritimes, — 
we can find nothing in the bill which will prevent the continuation of the 5 
attrition of the national policy for transportation for the maritimes which has q 
occurred in the years since the war; it will be just more of the same thing. 

Mrs. RipEouT: Do you feel that, because of our geographical location, the — 
terms of the Maritime Freight Rates Act will give enough protection to our 
particular area? a 

Mr. Minco: The terms of the Maritime Freight Rates Act as they now — 
stand give no protection at all to the differential which the act sought to main- — 
tain between class rates in the maritimes and the rates at which traffic moves. 
elsewhere in Canada. These are not in the main class rates at all but agreed — 
charges and competitive rates of which the board, under the act, cannot take 
cognizance. se 

Mrs. RipEouT: Then you feel that the shippers in the maritime area would — 
suffer a real hardship if the bill goes through without a royal commission? a 


Surely, Mr. Chairman, the board of transport commissioners will check to ’ 
: 
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i Mr. MINGo: Yes, we feel that a situation which is now unsatisfactory will 
_ become more unsatisfactory. 
a Mr. MacEwan: I would also like to welcome Mr. Mingo. The last time I 
met him was in the courts in Nova Scotia. Neither one of us was a witness, 
but today he is a witness. However, I promise to be very fair. 
I would like to read to Mr. Mingo an extract from a document I have 


here, and I would ask him to comment on it. This document refers to Bill 
No. C-120. It says: 


The railways under the maximum-minimum scheme will be free 
to make rates as commercial requirements dictate. They will, however, 
still be subject to the foregoing section of the act, and will have to 
consider whether any rate action taken elsewhere will “destroy or 
prejudice” the advantages given shippers in the select territory “in 
favour of persons or industries located elsewhere.”’ 


This is the important part, Mr. Chairman: 


This will be a question of fact and while it does not mean that every 
maritime rate must be kept 30 per cent below some other rate elsewhere 
in Canada, it does mean that the railways will have to be sure that their 
rate-making policies will not destroy the rate advantages referred to in 
section 7. In any case, it will be open to shippers in the select territory 
to complain to the board and obtain redress if their advantage is de- 
stroyed or prejudicially affected. This will ensure that maritime shippers 
continue to enjoy rate preferences. 


. Mr. MINGo: My comment on that is twofold. First of all may I comment on 
_ the 30 per cent reduction? It is appreciated that during the period 1948 to 1958 
the rates increased by more than 150 per cent, so a reduction of 30 per cent, 
_ which at first sight might seem significant, is not significant at all. 


a I am not a student of the act, and therefore I cannot give a legal opinion 
_ even though the practice of law is my profession. My understanding of the act 
as it has been told to me by others is that it affords no jurisdiction to the board 
_ to depress class rates in the maritimes in order to maintain the differential 
_ with respect to agreed charges and the competitive rates at which traffic is 
- moving elsewhere in Canada. More and more traffic elsewhere in Canada is 
moving at agreed charges and competitive rates. This practice commenced in 
_ the thirties, but has been made more prevalent during the last 15 years. There- 
fore, the differential is maintained with respect to a hypothetical rate, or at 
least to a class rate which is becoming hypothetical because less and less traf- 
_ fic is moving at that rate. 


That is my comment on the excerpt. 


fl Mr. MacEwan: In your brief, Mr. Mingo, you mention at page 7 that as 
a long as a rate is shown to be compensatory the minimum rate should be set— 
_ but not the maximum—by the board, and therefore the rates could increase. 


Mr. Minco: That is very true. There is no question about it. 


Mr. MacEwan: As has now been announced, the matter is under study, but 
as I understand your submission, the position of the Maritime Transportation 
¥ Commission is that this has not been studied sufficiently and a royal commission 


_ should be set up to study the matter. 


: Mr. Minco: There should be another royal commission like the Duncan 
_ commission, which was a federal royal commission. We think that only a study 
at that level, clothed with that authority, can produce recommendations to which 
. the weight will be attached that we think has to be attached in order for desir- 
_ able policies to be pursued on transportation in the maritimes. | Ra 
_—s.21827—23 


- gions of any bill which may be passed by parliament. 


| Mr. MacEwan: And, if Bill No. C-120 or some other bill i t up ir 
the next session you are asking that the maritimes be excluded from the provi-_ 


s brought up in _ 


=) ‘Mr. Mrnco: Well, the mechanics of it vary; it may be that they should be a 
excluded or that there be a provision in the bill that none of the rates now 
applicable in the maritimes be increased. We certainly are asking that the mari- — 
time provinces be excluded from the philosophy of the bill until a royal com-_ 
mission has been appointed and has had an opportunity to report, and the find- — 
ings are evaluated. : : A 

The Vick CHAIRMAN: Have you a question, Mr. Stewart? 

Mr. Stewart: Mr. Chairman, the brief as presented in a formal way and 
summarized here today does cover this subject very thoroughly. What I want to 
do at this time is simply to ask a few questions which will be designed to make © 
myself absolutely sure that I understand in detail what is being suggested to © 
the committee. | ‘ 

- Am I to understand that the port of Halifax commission is very much q 
afraid that what will happen with regard to freight rates is that in the — 
larger part of the Canadian market, what we sometimes refer to as central 
Canada, goods will move at the minimum rate or something close to the min- © 
imum rate, whereas in the Atlantic provinces goods will move at the maximum _ 
rate, abated by the reduction now prescribed by the Maritime Freight Rates — 
Act. 4 


Mr. Minco: Theoretically, there is nothing to prevent goods in central 
Canada moving at a variable cost plus one cent and in the maritimes moving 
at a variable cost plus one hundred and fifty per cent less the thirty per cent 
reduction prescribed by the Maritime Freight Rates Act. a 

Mr. Stewart: You are suggesting the competition both within the mari- 
times—we can put aside Newfoundland because I think we know fairly well 
the MacPherson royal commission suggested that is a peculiar circeumstance— 
and between the maritimes and central Canada is not sufficient to make what 


you like to call the philosophy of this act relevant. ae 


Mr. Mrnco: This has been the opinion, I think, of every commission or 
group that has looked at the problem. 

Mr. Stewart: Have you examined the testimony given to this committee | 
on Tuesday, March 2, by Mr. H. J. Darling, director of economic studies of © 


the Department of Transport? At page 796 I asked this question: a 


- Have you as a result of having examined these waybill analyse ; 
come to the conclusion, as mentioned earlier, that there is a sufficiently 
increased rate of competition within the maritime provinces and between 
the maritime provinces and the central Canadian market to make this 
broad scheme of legislation one which will not be contrary to wh 
one might call the national interest? | 


Mr. Darling’s reply was: 
Yes, I believe that is so. 


And, are you familiar with the figures presented to this committee by the 
Department of Transport, as Exhibit No. 1, comparison of carload rail traffic 
moving under different rate classifications, 1949 to 1963, at page 1? a 
Mr. Mrinco: No, I am not familiar with the figures. I am now read 

the question you directed to Mr. Darling, and his answer. H 
- As I said at the very beginning, I am not setting myself up as an exp 
or even a student of this subject. But, one of the reasons we would like 
see a royal commission appointed is that it is not only important, you kno’ 
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tudies; it is important that everyone else have the opportunity to see how 
e studies were made, to examine them critically and to offer evidence in 
sbuttal, if necessary. This is why we want a royal commission appointed; 
‘would give an opportunity to people like ourselves, the Maritime Trans- 
ortation Commission, and all others, to examine this type of interdepart- 
mental study, as has been done by the Department of Transport, and to offer 
evidence on it, if evidence is desirable. . ms 


_ Mr. Stewart: You would agree that the factual condition as to com- 
_ petition is probably the most important criterion in determining whether or 
not the scheme of this legislation should be legislated. ye 
.,. Mr. MInco: It is certainly a very important criteria. 

_--—Mr. Prirtiz: Mr. Stewart, are you referring to trucking competition? _ 
a Mr. STEwWarT: Yes, you could say trucking competition, although we do 


a get into water competition at certain times of the year; one of the things we 
_ are concerned about is whether or not traffic would be diverted to American 


_ seaboard ports in winter months when the seaways are closed. 


By Mr. Minco: My recollection of the MacPherson report was that up until 
_ the time they concluded their study the maritimes, in their opinion, were 
7) an area of significant monopoly. That is an expression they used. Are you 
_ referring to something that happened since then? 
i Mr. Stewart: I am referring to the figures between 1949 and 1963. oc 
_have done some addition here. I call to your attention that if you consider 
_ the traffic moving within the maritime region in 1963 you will find a total 
a of 45.8 per cent of that traffic moved either at competitive commodity rates 
or agreed charges, whereas only 3 per cent moved at class rates and 51.2 per 
cent moved at non-competitive commodity rates. In other words, 54.2 per 
cent is still non-competitive within the maritime region. 
= Mr. Mrnco: Yes. ial, 

_-—s Mr. Stewart: Now, on page 2 of that same exhibit, under the same 
categories, agreed charges plus competitive commodity rates between the mar- 
_itime region and the eastern region in 1963 totalled 54.4 per cent, whereas if 
“you quote class rates and non-competitive commodity rates it comes out to. 
45.6 per cent. There is a good deal of competition even on goods moving from 
the maritime region to the eastern region, but it is much less than within the 
- central Canadian market. 


Mr. Minco: I think that a closer analysis of these figures than what has 
_been given may be required to arrive at that conclusion, in the sense you 
would have to look at the difference between the so-called competitive rates | 
nd the class rates to see how different they are. If they are not significantly 

different perhaps it gives you a distorted view to record everything other than 
he class rate as a competitive rate. However, this is the type of thing we 
want to see done. It may be that it has been done to someone else’s satisfaction 
in the department. But, we do not think that sufficient opportunity has been 
iven to others to explore it. We think this kind of opportunity can only be 
fforded by having another Duncan royal commission on this express subject. 


Mr. Stewart: Do you regard the existence of an agreed charge as a good 
index of the degree of competition existing within a transportation area? 

_ Mr. Mrnco: I am hardly qualified to answer that question. | ; 
a ‘The VicE CHAIRMAN: May I point out to the committee that there is with 
us today an official of the Department of Transport, Mr. H. B. Neilly, the chief 
economist of the Department of Transport. If there are any questions to be 
put further, he is here if it is necessary. 
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Mr. Stewart: Mr. Chairman, we are not intetrested to-day in the views 
of the Department of Transport. We are interested in the views of the wit- 
nesses before us. | 

The VicE CHAIRMAN: I am just saying that in case you do question it, he 
is here. 


Mr. Stewart: I am sure we will hear his evidence in due course. I 
wanted to turn to the passage referred to earlier by Mr. MacEwan wherein 
section 7 of the Maritime Freight Rates Act, 1927, as adduced, is protection 
for the maritime region. Am I to understand from ‘the answer you gave to 
Mr. MacEwan that you do not find much consolation in section 7 of that act? 


Mr. Minco: That is right. 


Mr. Stewart: In other words, you would regard this statement prepared 
by the Department of Transport as a pretty poor solution to the shippers? 


Mr. Minco: You say the first statement prepared by the Department of 
Transport. What are you referring to? 


Mr. Stewart: Which appears as Exhibit 5. 
Mr. Minco: It appears in what part of the page? 
Mr. Stewart: The last paragraph. 


Mr. Minco: I concur with what I said before, that my understanding of 1 
the way the act has operated is that while the deficiency has been maintained — 
in so far as class rates go, more and more traffic moves other than by class | 
rates elsewhere in Canada and the deficiency has not been maintained with — 
respect to this movement. The reason that it has not been maintained is that — 
the act does not ensure that it will be maintained. a 


Mr. Stewart: Are you familiar with any case which you could bring q 
forward as foundation for your suspicion of the effectiveness of section 7? x 


Mr. Mrnco: I have seen material on this very point prepared by the Mar- a 
itime Transportation Commission and I understand that a good deal of this — 
material will be presented to this committee when they present their brief. 1s 
think you will find at that time that the point I am making is well documented. | 


Mr. Stewart: Let me ask one final question that moves away somewhat — 
from what you have volunteered. Am I to understand that you would regard — 
competition as a sound basis for the fixing of price and rates provided that — 
some other considerations such as that of national policy did not interpose — 
itself so as to require modification? d 

Mr. Mrnco: From the point of view of the railways, competition may well 
be and probably is the best basis for the fixing of rates. However, the health — 
of the railway, as someone pointed out in evidence before this commission, is aq 
only one of the interests that have to be considered. It is far more important — 
that we have a healthy economy; that we do not have a deficit in the C.N.R. q 
be As we pointed out in our brief, so long as this country has the tariff and 
trade policies that it does, it is essential in our secondary manufacturing in- 
dustry for the maritimes to move its goods to the central Canadian market. we 
The secondary manufacturing industries in the maritimes cannot compete — 
with the markets in central Canada unless they can move their goods at less — 
than the rate which prevails in central Canada. In other words, unless thei ‘* 
transportation costs of getting their goods to this market are comparable, — 
they cannot compete and if they cannot compete the people are not going tome 
put industries in the maritimes. It is as simple as that. The trouble with this 
whole problem is that in many ways the government in other fields, in our — 
Income Tax Act, the Department of Industry and elsewhere, would try to 
suggest that industry locate there. However, in our opinion the principal 


‘ Mr. STEwarT: Mr. Chairman, I wonder if I could ask Mr. Mingo whether 
_ his commission has given any thought to ways in which competition for the 
_ railway might be created? For example, has the commission studied the pos- 
_ sible effects on the port of Halifax of a highway linking the maritime provinces 
_ from Mrs. Rideout’s home city of Moncton to Montreal? 


Mr. MINGO: We have this subject under consideration, particularly in 
connection with the container operation and this sort of thing. 


Mr. STEWART: Do you think this is a problem that should be considered 
very seriously by this royal commission? 


Mr. MinGo: It is one of the things that should be considered by the royal 
_ commission. There is no question about it. 


Mr. STEwWarRT: Thank you, Mr. Mingo. 


| Mr. REGAN: Mr. Mingo, there are two or three matters that I thought might 
_ be made more clear for some members of the committee who are not as familiar 
_ with the problems that exist as perhaps those of us from that particular 
region. I wonder if you would elaborate slightly on the reason why and the 
_ method by which railway rates into the port of Montreal and to Quebec from 
_ the industrial regions of Ontario for export and, of course, again in the case 
_ of import, would tend, by the railways ‘action, to become lower under the 
_ terms of this new act, while the figures would stay much the same or at a 
_ higher level on rates into the maritime ports? 


Mr. Minoo: I think the short answer to that is that the Maritime Freight 


_ Rates Act has no application to this. Therefore, we are operating in a free 


market and the longer the haul the higher the cost. There is a longer haul 
to Halifax than there is to Montreal. 


Mr. REGAN: What effect would the truck competition have on these rates? 


4 Mr. Minco: This is the second factor. As I say, the first factor is that as 
_ long as variable costs plus one per cent are permissible rates, the variable 


_ costs to Montreal would be less than the variable costs to Halifax. Then added 


_ to that you have the pressure on the raliways to bring their rates down. I 
appreciate they bring them down below variable costs on traffic moving by an 
ie alternative route. This is the whole problem with the railways inducement 
_ to bring them down. They have no corresponding inducement to bring it down 
= to Halifax. 

f Mr. REGAN: What you are saying in effect is that the trucks cannot compete 
at present? 


Mr. Minco: They do not. 


a Mr. REGAN: I see. Now arising out of that statement, at the same time 
_ that Mr. Darling was dealing with Mr. Stewart’s question that had been re- 
_ ferred to earlier, as I recall it, Mr. Darling told the committee that he felt that 


_ the degree of truck competition on commodities being shipped for export or 


: import through the maritime ports, the amount of competition of the railways, 
__ was rapidly increasing and he felt that the time was coming when that com- 


petition would exist as it does into the St. Lawrence ports at the present time 


: from Ontario. 
% I realize you have not done a statistical review, but can you tell us whether 


_ you see any evidence that such an increase is occurring and is likely to have 


a significant effect in the foreseeable future? 
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‘Mr. Mrnco: I have not seen the figures on it. “t? doubt avhetien) my ‘answer 
is worth giving. However, for what it is worth, our impression foo there | has a 
been some increase in this at Saint John, but not appreciably at Halifax. 


Mr. REGAN: With regard to your earlier answer to the effect that railways 4 
well might tend to lower the rates into the St. Lawrence port where the truck 
competition exists, thus freezing business out of areas like Halifax where the 4 
rate is higher, I wonder whether you would comment on a remark Mr. Darling a 
made before this committee in which he suggested it would not be in the ~ 
railways’ interest to do this. Would you agree with Mr. Darling that it would a 
be highly unlikely they would do anything to change the set pattern of traffic aq 
to the various ports, or would you feel their main interest would be to maximize a 
their net income? a 


Mr. Minco: I think you would have to know a great deal more than I know q 
about the relationship between the railways. I can easily see that the railways ~ 
are not going to undercut on traffic to Halifax if it will just start an argument G 
in Prince Rupert, or somewhere else. Port parity was entered into to prevent — 
this type of competition. I can only assume that to some extent the forces which — 
brought it into play in the first place still operate. Theoretically there is no © 
doubt that the railways can carry cargo to Saint John cheaper than to Halifax. a 
If the C.P.R. decided to reduce its rate to Saint John in order to capture somes 
of the Halifax traffic, the C.N.R: very well might be forced to do the same thing — 
in order to retain the traffic through the Saint John port itself, or perhaps take a 
it to Portland. As I say, under the act, all this theoretically is possible. As ‘4 
understand it, in all likelihood what would happen depends on how the rail- 
ways want to live with each other. I suspect the likelihood is not too great. 4 


Mr. ReGAN: Dealing with the matter of the rates having to be compensatory, 4 
do you find any room for concern in the fact that the railways themselves, under 
this bill, are given the responsibility for deciding whether in the first case a. 
rate is or is not compensatory? In view of the extremely complicated nature of | 
the freight rates in this country, and the great amount of discretion that would — 
seem to exist in respect of the cost factors included in determining whether 
or not a rate is compensatory, do you see some danger that a shipper or a region | i 
would be in a very, very poor position to challenge a statement by a railway — 
with regard to the accuracy of a decision that a rate was or was not com=— 
pensatory? 


Mr. Minco: From a practical point of view, I think a small shipper woulell 
have no opportunity to challenge it at all. He does not understand railway 
policy and is not in a position to quarrel with the railway, or take the time ~ 
to go to Ottawa to work it out with the Department of Transport or the board — 
of transport commissioners. He just does not have the staff or the background 
to deal with the subject. Anything I have read on railway costing indicates thats 
even the experts have great difficulty in agreeing with one another on the 
formula to be used. This is an area in which a person who has not spent his 
lifetime in this field is hopelessly at sea. 


Mr. REGAN: The final question I would ask deals with the fact that fie ne 
act proposes to drop the prohibition against discrimination. There is nothing — 
to stop a railway within the rules and regulations which you previously men- 

tioned, from setting rates that are discriminatory. In doing away with this 
- prohibition, do you see a danger that a railway may decide to act in the role ¢ j 
God to the extent of determining which port should be used for various ty 
of products, and also to the extent of favouring, perhaps, some manufactur 
over others, and more particularly to determine that certain types of co 
modities should go through certain ports, and that certain other types shot 


go to other ports. | ates: 
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rould not regard it as discrimination, although that might be the effect of it, 
think if they arrived at those conclusions, they would arrive at them for 


Sydney as opposed to Halifax. That has been a factor in their thinking. I can 
see that that kind of thinking well might prevail in other situations. 
Mr. Regan: Thank you. 


_ Maritime provinces questioning the witnesses. We are familiar with the prob- 
_ lem. I think I speak for all when I Say we support the efforts to improve the 
_ situation in respect of transportation in the maritimes, and subscribe to the 
' general objectives in the brief. I have some questions to ask concerning the 


q of the committee from other parts of the country. 


i Mr. Forses: The substance of the brief presented today is in respect of a 
_ special commission to inquire into the maritime freight rates structure. I would 
_ refer you to clause 1(a) in Bill No C-120: 


(a) regulation of rail transport with due regard to the national interest 
a will not be of such a nature as to restrict the ability of railways to 
' a compete freely with other modes of transport; 


(b) each mode of transport, so far as practicable, pays the real costs 
of the resources, facilities and services— 


I emphasize the word “services”. 
—provided at public expense; and 
(c) each mode of transport, so far as practicable, receives compensation 


by way of an imposed or statutory duty; 


_ Would it not be possible to broaden the terms of reference of the rationali- 
_ zation committee to include the type of inquiry you have suggested in your 
brief? ; 

a Mr. MINGo: Yes. I am not aware of what the timetable is for the passage 
_ of this bill. I think much turns on the time available to amend this bill and to 
give further study to the subject matter with which it deals. My thinking at 
* the moment is what is required is a public inquiry which would take a fair 
amount of time. For that reason, I doubt whether anything can be included 
' in this bill that would come out of such a public inquiry, or that any inquiry 
- of that kind would be adequate. 

i _ Mr. Forses: What you have indicated now is that the decision of the 


; 


_ board of transport commissioners so far has not been satisfactory. Is that right? 


7 Mr. Minco: We have indicated that the Maritimes Freight Rates Act has 
not operated satisfactorily. I think the reason it has not operated satisfactorily 
is that it has not afforded the board of transport commissioners the power to 


_ implement the policy that the act was designed to implement. 


‘a Mr. ForBes: The classes of freight rates you refer to are the l.e.l.’s, the car- 
_ loads, and everything else together. None of them are satisfactory. 


Mr. MINGO: What we say is that the act has not succeeded in maintaining 
he differential between the rates at which traffic moves from the maritimes to 
_ central Canada, and the rates at which traffic moves within central Canada, for 
_ the reasons I have given. It is not meant that any individual rate is unsatis-= 
} _ factory. It is that the act was supposed to implement this differential, and it 
_ has not in fact succeeded in doing so. , 

_. Mr. Forses: Thank you. 
aa 
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Mr. Mrnco: I can see them arriving at this kind of conclusion, but they _ 


easons which they consider to be valid and exemplary. There is no doubt — 
bout it, at the present time the C.N.R. is anxious to move traffic through North ( 


Mr. Liuoyp: Mr. Chairman, there have been two or three of us from the — 


4 urgency of this matter, but at this stage I would defer to some other members 


for the resources, facilities and services that it is required to provide | 


AAT 
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Mr. Lioyp: Mr. Chairman, I would like to make this observation to Mr. 
Mingo: in effect I got the impression by his references to what has been de- 
scribed as the bonds of confederation, and to quotations from Macdonald and 
Cartier, that really that is what he is saying. And then he contrasts it with the 
opportunities for secondary manufacturing and implies that the developments, 
that are serious ones to the port of Halifax, derive from the extension of winter 
navigation in the St. Lawrence. What he is really saying is that this bill focuses 
attention on the need for a whole examination with respect to the Atlantic 
provinces as an area of future development, and that while the rates structure, 
and competitive rate making, are referred to in this bill, it is really a narrow 
field in which to offer it. He is seeking now to have a commission re-examine 
this whole question of transportation as it affects the Atlantic provinces in a 
much broader context. 

Mr. Minco: We even go further than that. 

Mr. Liuoyp: You think it should be done anyway. 

. Mr. Minco: We think it should be done now, and that it had better be 
done periodically. Transportation is a changing field. Developments which 
prevail today may not necessarily prevail from 10 to 20 years from now. It is 
unrealistic to think of a royal commission looking at a situation in 1926 and 
coming up with recommendations which will make valid and useful contribu- 
tions for all time. We think the problem should be looked at now. The Mac- 
Pherson commission did not look at it; and the Gordon commission said it 
should be looked at. But when it is looked at now we do not think that anyone — 
should conclude that it should not be looked at again. It should be looked at — 
10 years from now, or at other periodic times. 4 

Mr. Luoyp: What you are really saying is that the appointment of a royal ‘| 
commission is a matter of great urgency. i: 

Mr. Minco: Yes, there is no question about it. 

The Vick CHAIRMAN: Are there any further questions of the witnesses? 
If not, I will bring to the attention of the committee first of all that I would ~ 
entertain a motion that the brief presented by the Port of Halifax Commission _ 
be added as an appendix to today’s proceedings, because Mr. Mingo quoted — 
from certain parts of it but not all of it. Then some members asked questions — 
dealing with parts of the brief which were not quoted by Mr. Mingo. a 


Mr. TucKER: I so move. 
Mrs. RrpEouT: I second the motion. 


Motion agreed to. 
The Vick CHAIRMAN: Thank you very much, Mr. Mingo and Mr. March. q 
Mr. Stewart: I would like to bring up another point. Both Mr. Mingo and — 
I referred to certain exhibits. May I ask if arrangements have been made to 
assure that those exhibits will appear in the proper place in the record of this — 
committee? BS 
The VICE CHAIRMAN: I shall check with the clerk now as to that. I am 
informed by the clerk that there has been no motion to date that the exhibits © 
prepared by the Department of Transport be printed as an appendix. I would 
entertain such a motion. a 
Mr. STEWART: I so move. 
Mr. MacEwawn: I second the motion. 
The Vick CHAIRMAN: You have all heard the motion that the exhibits — 
prepared for the standing committee dealing with a comparison of rail traffic — 
and so on, prepared by the Department of Transport be printed as appendices — 
to the proceedings of this committee. All in favour? ay 
Motion agreed to. 
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| Mr, Recan: Before we release the witnesses I wonder if I might be allowed 
_ to say, now that we have concluded the questioning of Mr. Mingo and Mr. 
a ‘March, how important this question is to the city of Halifax; and I would like 
- to call attention to the fact that the mayor of our city, Charles Vaughn, is 
here today listening to the evidence that has been given, and also the city 
manager, Mr. Peter Byers. I wonder if those gentlemen would kindly stand. 


The Vick CHAIRMAN: Mayor Vaughn and Mr. Byers, please stand. I have 
fond memories of Mayor Vaughn, since I am wearing his own cuff links which 
he presented to me in Halifax. I thank him for them. 


Mr. Cowan: May I ask one question before the witnesses leave? 
The Vick CHAIRMAN: Yes. 


Mr. Cowan: We have a bill before us right now in which the port of 
Montreal is classified as being an Atlantic port. I come from Toronto which is 
on the great lakes. Montreal is called a great lakes port in the regulations of 
the great lakes. What particular advantage would accrue to Montreal if it were 
classified as an Atlantic port? 


Mr. Minco: I understand that it would qualify for subsidy under the bill 
for “at and east rates”, and that the railways would qualify for the subsidy. 
Perhaps Montreal should be reclassified as a St. Lawrence river port. 


; Mr. Cowan: We do not like the suggestion of it being called a great 
lakes port. 


re 


OG, ee RS Fe ee Oe a rey nS ee ay 


ee 


The VicE CHAIRMAN: That is a very interesting question. I would thank 
Mr. Mingo and Mr. March for attending here today, and having their brief 
presented to us on such very short notice. 


I would ask the members not to leave because we still require a quorum 
for the National Farmers’ Union of Canada brief which we will hear right 

away. I shall now release Mr. Mingo and Mr. March for their appointment 
_ with the Minister of Labour. 


; Gentlemen, we now have delegates from the National Farmers’ Union of 
_ Canada, and I would ask Mr. Roy Atkinson, the president, and James McCrorie 

_ the research director to come to the head table. Mr. MacEwan, Mr. Regan, 
_ Mr. Cowan, and Mr. Lloyd will kindly remain in their seats so that we can 
_ continue with the brief. | 


See a 


~ op 


Wn eh 


Mr. MILuar: Forget the politics and let us get on with the job. 


; 

: The VicE CHAIRMAN: Madam and gentlemen of the committee, we have 
uf with us Mr. Roy Atkinson, the president of the National Farmers’ Union of 
a Canada, and on his right Mr. James McCrorie, the research director of the 
q National Farmers’ Union of Canada. They have brought with them today a 
a brief which was distributed to you. I will call upon Mr. Atkinson to commence 
“ with his presentation. 

Mr. ForBEs: Before you start, Mr. Chairman, we did not have any notice 
_that this brief was going to be presented this morning, at least I did not receive 
; one. It is rather regrettable that more western members of this committee are 
_ not here to hear Mr. Atkinson’s brief. 


. The CHAIRMAN: I agree we did not have the brief very long. We received 
it this morning. Perhaps Mr. Atkinson had some difficulty in preparing a brief 
_ for this meeting today. We called a special meeting this week in order to take 
% care of the port of Halifax commission and the National Farmers’ Union of 
_Canada. I understand the brief was prepared and finished some time Monday 
: Morning so it could be put into our hands this morning. I agree with you that 
i 


» 


more of the western members should be here; however we were not able to 
give them notice of it. 
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Mr. Forses: Should we not. postpone the hearing of this brief until this 
afternoon? EUAN PE COG al OMAR a ALCAN Or en Rao BN stearate Mea Te 
The CHAIRMAN: Mr. Forbes, last week the committee was informed, as it — 
appears on page 862 of the proceedings, as follows: Pee mom i 
The only people who have indicated their desire to come before this 
committee in the near future—and do not forget that everyone has been Hy 
advised fully about these meetings and has been asked to tell us if they 
are interested in appearing or to send us their brief—are the port of 
Halifax, the Canadian Industrial Traffic League, the Canadian Manu- 
facturers Association, and the National Farmers’ Union. Meetings willbe | 
arranged to hear representatives of these organizations on March 23 and q 
March 25. fret “ay os er) 


Members of the committee have received the minutes of these proceedings _ 
and would know that the delegation from the National Farmers’ Union of Can- | 
_ada would be here today. : ae 

Mr. Forbes: But in view of the fact that we only received this brief last © 
night, and that there was no indication that this was going to be presented, 
maybe we should postpone it this meeting. | a 

The Vicr— CHairMaAN: The indication of it was in the minutes. We prefer 
to have our briefs early, but I understand there was some difficulty in getting © 
this brief before us today. I think they have done very well to get it before us. | 


Mr. Stewart: We know that we are not dealing here with a bill which 
will be proceeded with in the ordinary way. Now that we have these gentle- 4 
men with us I think it would be courteous to them to proceed this morning. — 
Although the people from western Canada may not be numerous here, I am 
sure that those who are here will carry on. 4 

a 


The Vick CHAIRMAN: It was my intention to proceed with Mr. Atkinson ~ 
and ask him to present his brief because, as Mr. Stewart said, we are dealing © 
with the subject matter of the bill, we are not dealing with it clause by clause. — 
‘I think that especially the western members know very well the subject matter © 
of this bill and the principles that are involved and therefore will be able to © 
deal with the presentation made by Mr. Atkinson and Mr. McCrorie. 


: Mr. Forses: May I make one further suggestion, that Mr. Atkinson reat 
his brief very slowly so that he will not complete it by 12 o’clock, and the 
we will have to go on this afternoon? 7. 
The Vick CHAIRMAN: I would like to bring to the committee’s attention 
that perhaps we should sit here until 12.30 or one o’clock, if it is the wish of @ 
the committee, because we are to resume our sittings this afternoon at 3.30 or — 
after the question period in the railway committee room in the centre block: » 
If we do finish this morning, then it will not be necessary to sit this afternoon. - 
I will ask Mr. Atkinson to proceed and we will see how far we can get this 
morning. | a 
Mr. HoweE (Wellington-Huron): I do hot think that is fair to the weste 
members who are on this committee. We got these other notices of what wi 
be done this morning, but there are a lot of the members of this committee 
who are very interested in the National Farmers’ Union and their brief. 
I would like to move that this committee adjourn until this afternoon so 
as to give an opportunity to the western members of the committee to be here 
while the brief is read. | ms ray 
The VicE CHAIRMAN: I am in full sympathy with that request, Mr. H 
I understand from Mr. Atkinson that he and Mr. McCrorie will be here 
afternoon. They intend to leave tomorrow morning. We can deal with it 


afternoon. 
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“Mr. Forbes: I second Mr. Howe's motion. == = 
__Mr. REGAN: Mr. Chairman, I would like to speak on the motion. I think 
hat probably it would be useful to go ahead to some degree and have a 


ore of the western members should follow the example of Mr. Forbes and try 
to be here all the time. However, I am certainly sympathetic with Mr. Forbes’ 
‘position, I think all the western members on this committee should have an 
‘opportunity to participate in this meeting just as a lot of us who are not from 
the west and who are interested in it. Since we are here it might be useful 
at least to allow our witnesses to get into the subject this morning and then 
_ ‘we can deal with the questioning this afternoon. In the meantime the western 


® xeasonable? . | 


_ of timing. I know we must keep in mind the convenience of our witnesses, but 
| everybody was given an opportunity this morning to study matters concerning 
_ the Port of Halifax Commission and matters which affect that area. I therefore 
| think that an adequate opportunity should be given to study matters relating 
4 to the National Farmers Union. I imagine some of the western members also 
_ have full time tables, and they should be given an adequate opportunity 
_ to deal with this brief. , 
‘The Vick Cuatrman: May I present the motion that I have before me? 
a It was moved by Mr. Howe, seconded by Mr. Forbes, that the committee 
' adjourn until this afternoon to consider the brief of the National Farmers 
Union of Canada. | 


By, 


prepared to proceed this morning. The motion is before the committee. 
i If there is any discussion, I will hear it before I call the vote. 


4 Mr. Howe (Wellington-Huron): The notices which were sent out in- 
‘dicated there was to be a meeting this afternoon at 3.30. So far as your 

' schedule is concerned, Mr. Regan, if you intended to attend the meeting, this’ 

_ was already indicated. 

_ Mr. Recan: I was speaking about this morning. 


Mr. Tucker: I would like to know what assurance you can give us, 
Mr. Chairman, that we can meet at 3 o’clock or at any other time this 
__.afternoon. 


The VIcE CHAIRMAN: I cannot give you any such assurance. 
Mr. Tucker: I think we should carry on if only to 12 o’clock. 


_ Mr. Stewart: Mr. Chairman, I think that in fairness to our witnesses 
_ we ought to clarify one thing. I think they ought to know whether their brief 
is going to be printed as an appendix to the record of the day because this will 
determine, to a great extent, how they are going to proceed, either now or 
later today. This does have some relevance to the question of whether or 
not we should go on now. If they know that their text is going to be printed, 
presumably they would proceed by making a short statement of the brief. 
If we only had that this morning, then members from the west who might 
_be here this afternoon\ would be at a disadvantage in not having heard the 
Statement on the brief. 


_ The Vick CHAIRMAN: May I state that the intention of Mr. Atkinson is to 
read the brief up to page 21 which is the conclusion of the recommendations. 
[The appendices will not be read by Mr. Atkinson. It was my intention to 


“general outline this morning at any rate because certainly a lot of us have _ 
scheduled our day in such a way as to come this morning. I think perhaps 


_ Members can pick up copies of the brief and run over it. Would that be | 


a Mr. MacEwan: I concur with Mr. Forbes and Mr. Howe. It is all a matter i 


I wish to point out to you that Mr. Atkinson and Mr. McCrorie are ~ 
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accept a motion to have the brief and the appendices printed as an appendix to 
today’s proceedings. The presentation made by the National Farmers Union of 
Canada will proceed up to page 21 of the brief. 

Mr. StEWaRT: Then, Mr. Chairman, if what is going to happen at the first 
part of the meeting is simply a reading of the brief, could we not proceed 
with that now? The other members of the committee will have the brief 
before them. We could save time by proceeding in that way. We could then go — 
right into the reading of the remainder of the brief this afternoon and the a 
questioning on it. The members are pretty familiar with this. I do not think 
this is something that has to be followed constantly by ear. 

Mrs. RiEout: Mr. Chairman, I have a suggestion. I am wondering if we 
could maybe allow five minutes to permit one of the hon. members to tele- 
phone some of the western members of the committee. We have all been 
notified of this meeting. This is a railway committee meeting; it was not just 
a meeting to hear the maritime brief. This was a meeting of all members of 
the committee. Would some member be able to get the western members here? 

The VicE CHAIRMAN: We did have some members from the west here 
this morning. The National Farmers Union might have made some earlier — 
commitments and have to leave. I feel that if the mover and seconder of — 
the motion will agree, we could proceed with the reading of the brief up ~ 
to page 21 and then proceed to the questioning of our witnesses this after- — 
noon. By that time we should be able to have all the members here. 

Mr. Howe (Wellington-Huron): Mr. Chairman, I presented a motion. a 

The VicE CHAIRMAN: Is everyone ready for the question? 

Those in favour of the motion please raise their hand? 


Motion negatived, seven to six. 
Mr. Recanw: Mr. Chairman, do you require a motion to go ahead on the 4 
basis you have suggested? : 
The Vick CHAIRMAN: No, I think we should proceed with Mr. Atkinson’s — 
presentation: now and see how far we can go. In the meantime, I think a 
telephone call should be made to the western members who are interested — 
in order that they will be here this afternoon. a 
Mr. Howe (Wellington-Huron): I think another notice should be sent % 
round. We have no indication at all on these notices that there is to be aq 
brief from the Farmers’ Union. a 
The Vice CHAIRMAN: There is never an indication of the witnesses on q 
the notices, only on the briefs that we receive. a 
Mr. Howe (Wellington-Huron): In the past it has been on the notices. 4 
The Vick CHAIRMAN: It is set out in the minutes in that way. q 
Mr. TucKEer: That should be done this afternoon. | 4 
The Vick CHAIRMAN: Let us proceed. We are just wasting time. a 


Mr. Atkinson. 

Mr. Roy ATKINSON (President, The National Farmers Union of Canada): 
Mr. Chairman, Mrs. Rideout, members of the committee, I would like first — 
of all to say that because of other commitments in terms of time and short- — 
ages of staff, and owing to the short notice, we were unable to finish our 
prief until Monday morning. We had intended to have a translation made by — 


. 


an economic historian from the University of Saskatchewan. However, time — 


did not permit. : 

I wish to make it clear that the National Farmers Union believes trans- 
lations ought to be made. First, we believe the French speaking members ofg 
parliament ought to have the right to expect briefs of this nature to be sub-— 


mitted in French as well as in English. Second, we believe organizations 
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such as ours have an obligation to submit briefs of this nature in both French 


and English. Third, our failure in this matter was not intentional; it was 
due to pressure of time. We apologize for any inconvenience that may have 
been caused. 

There was some discussion earlier about the presence here of western 
members. The nature of our presentation is such that we believe it is in the 
interests of all Canadians. 

We welcome the opportunity of appearing before your committee and 


- presenting our views on the question of national transportation in Canada. 


The National Farmers Union is a federation of the following provincial organ- 
izations: the Ontario Farmers’ Union, the Manitoba Farmers’ Union, the 
Saskatchewan Farmers Union, the Farmers’ Union of Alberta and the Farmers’ 
Union of British Columbia. We represent some 60,000 Canadian farm families. 

We wish to commend the government of Canada and the Minister of 
Transport for referring the subject matter of Bill No. C-120 to this committee 
before second reading. A request to this effect was made to the Minister of 
Transport by the Saskatchewan Farmers Union on October Dd, 1964.1 We 
are pleased to note that the minister has given the request favourable con- 
sideration. 


Terms of Reference 


Two statements made in the House of Commons by the government 
define the terms of reference of the committee’s inquiry. On Tuesday, February 
16th, 1965, the Minister of Transport said in part: 


...I was hoping... to see if it would be possible by agreement to have, 
not the bill itself, but the subject matter of the bill... referred, almost 
immediately, to the railway committee so we could use the time of the 
rest of this session to hear some of the representations that many people 
are anxious to make about this bill . . .2 


The minister made it clear that the referral of the subject matter of Bill No. 

C-120 did not involve a commitment to the principle of the bill. He said in part: 
It would involve no one committing himself to the principle of the 
bill at all, but would merely make the bill available for Study-icies 


On Thursday, February 18, the minister moved second reading of Bill No. C-120, 
the motion being amended to read that the bill be not read the second time, 


_ but that the subject matter thereof be referred to this committee. 


The question follows: What is meant by the “subject matter’ of the bill? 
Section 1 of Bill No. C-120 presently reads in part: 

It is hereby declared that the national transportation policy of Canada 

is the attainment of an efficient and fully adequate transportation system 

by permitting railways and other modes of transport to compete .. .4 


Without commenting on the principle enunciated in section 1, we note that the 
words “fully adequate transportation system” and “railways and other modes 


of transport’ are used in reference to policy. Although subsequent sections of 
_ the bill deal almost exclusively with the question of railroad transportation, 


Me ee ae ee 
2 Sala “all “ ‘ 


it is clear that the authors of the bill are concerned with the relation of rail to 
other modes of interprovincial transportation. We take the “subject matter” 


_ of the bill to mean, then, the entire question of interprovincial transportation, 


with special consideration given to railroads. 


1A copy of the letter can be found in Appendix A. 

* Hansard Feb. 16, 1965, (Ottawa: Queen’s Printer, 1965), p. 11380. 
8 Ibid. 

4 Bill C-120, Sept. 14, 1964. 
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In view of the terms of reference, as we interpret them, we have chosen — 
to confine our remarks and observations to a discussion of the principles of 


national transportation policy, with attention given to railroads. 


PRINCIPLES OF NATIONAL TRANSPORTATION POLICY | 


The principles of national transportation policy must be considered in the 
light of the historical role and function of transportation in Canadian political 
and economic development. In this section of the brief, we propose to discuss 
the historical role of transportation in Canada, the function of transportation, 
‘and what we consider to be the objective of national policy in regard to inter- 
provincial transportation. 


Historical Role of Transportation in Canada 


Since the turn of the 19th century, transportation in Canada has been © 
instrumental in developing a national industrial and politically independent — 
nation? The development of the St. Lawrence-great lakes system through — 
canals, the construction of the Intercolonial Railway to the Maritimes (1876), — 
and the Canadian Pacific to the west coast (1885) were conditional to the a 
emergence of a national industrial complex politically independent of the © 
United States. Innis observes: | 

The act of union, and the construction and deepening of canals, — 
the support of the Grand Trunk Railway, Confederation, the construc- — 
tion of the Intercolonial, the national policy, and the support of the — 
Canadian Pacific, the Grand Trunk Pacific, the National Transcontinental, © 
and the Canadian Northern were results of the necessity of checking q 
competition from United States, and of overcoming the seasonal handicaps | 
of the St. Lawrence and the handicaps incidental to the precambria 
formation and the Rocky Mountains period. To build canals and improv 
the St. Lawrence system, and to build railways to the maritimes and 
across the precambrian formation north of lakes Superior to Britis 
Columbia, from Montreal, Quebec, and Toronto, necessitated reorganiza 
tion of the political structure, grants in land and cash, and the tari 
particularly the national policy and imperial preferences.? 


Put another way, the development of an interprovincial transportation network © 
has never been exclusively regarded as an end in itself. The system of canals 
built during the early part of the 19th century was designed to improve trade - 
and commerce in staples such as furs, timber, and cereal grains.2 The can: Lyd 
system per se was subservient to other economic objectives. : 


The construction of the Intercolonial and the western transcontinenta 
was in response to achieving the goal of economic and political unity north « 
the 49th parallel. Indeed, the route followed by the Intercolonial satisfied 
military and commercial rather than economic considerations.* The same was 
true of the routes followed by the western transcontinentals. Fowke observes: 


It would be incorrect to assume... that the prairie provinces woul 
be without adequate railway facilities had the Canadian transcontinentals 
and their feeder systems not been built. One of the chief concerns of the 


1See V. Fowke, National Policy and the Wheat Economy, (Toronto: University of Tor 
Press, 1957.) 
2H. A. Innis, Essays in Canadian Economic History, (Toronto: University of Toronto Pr 
1962), p. 229. wt 
83See G. P. deT. Glazebrook, A History of Transportation in Canada, (Toronto: McLellat 
and Stewart Ltd., 1964), Vol. 1. 4 
4Ibid., Vol. II, Chap. VI. 
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_ early railway policy of the Dominion Government was the exclusion of 
_ American railways from Canadian territory to the west of the Great 

Lakes.... The national policy of tariffs and railways was successful in 
preventing this absorption. As far as the western provinces are concerned, 


. therefore, Canadian railways are expensive alternatives to American 
i. railways rather than no railways at all.1 


- And Innis writes: 
ae The growth of remunerative traffic to western Canada after the 
turn of the century led the Grand Trunk to assume an aggressive policy 
a with plans to extend its line from Chicago to Winnipeg. Again the tariff 
aes and the refusal of the Canadian government to support a line through 


E American territory compelled it to agree to co-operate in the construction 
ss of the National Transcontinental Railway from Quebec to Winnipeg in 
a the west and to Moncton in the east, and to build, under a subsidiary, 


. the Grand Trunk Pacific, a line from Winnipeg to Prince Rupert. The 
im result was a transcontinental line from Moncton to Prince Rupert with 


no close connections with the parent system and ill adapted as a direct 
entry into Western Canada.? 


ey. The burden of financing the construction of an interprovincial transporta- 
tion network during the 19th and early part of the 20th centuries fell largely 


the CPR was made possible in large measure through public subsidies, land 
grants, and guaranteed loans. The Canadian Northern received public subsidies 
and land grants, the Grand Trunk Pacific received public guaranteed bonds 
and loans, and the National Transcontinental Railway, built by the federal 
_ government, was turned over to the Grand Trunk Pacific. Later, the Canadian 
Northern, the Grand Trunk, the Grand Trunk Pacific, the National Trans- 
- continental and the Intercolonial were brought under the single management 
of the Canadian National Railways, a publicly owned utility. 
{ If railways, along with canals, were instruments of national policy, it 
must also be said that the Canadian public assumed its full responsibilities in 


the creation, financing, and later, the operation of such instruments. 


ith: 
fei 


ye 
subsidized private corporations for the construction and operation of a mode. 
In all cases, the public—that is, the federal government—has assumed responsi- 
_ bility for the regulation and control of interprovincial transportation, if only 
: on a modal basis. 


The Function of National Transportation 


_ _Industry—be it agricultural or otherwise—continues to rest on the move- 
~ ment of goods and services. Transportation then continues to be instrumental 
_ to industrial development and growth. 


1Fowke, op. cit., pp. 68-69. 

FINDIS,” OP. -Cit., -p:) 226. 

8’ Glazebrook, op. cit. : 

_ See “An Historical Analysis of the Crowsnest Pass Agreement and Grain Rates”, A Submis- 
sion of the Province of Saskatchewan to the Royal Commission on Transportation, 1960; Chap. V 
and Appendices A & B; Glazebrook, op. cit., Chaps. VII-IX. 

a? _ § Glazebrook, op. cit., Chap. X; C. Martin, “Dominion Lands Policy”, Canadian Frontiers of 

_ Settlement, ed. W. A. MacIntosh & W. Joerg, (Toronto: The Macmillan Co., 1938), Chaps. IV 

and ‘Y's 
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During the past one hundred years, Canada has developed a variety of 
modes of transportation. They include: 
(a) Ships 
(b) Railroads 
(c) Motor Vehicles 
(d) Airplanes 
(e) Pipelines 


iO 
f i 


Each and every mode listed above requires government involvement and 4 
expenditure for its successful operation. Inland and overseas shipping requires 
canals, harbors, navigational aids, channels which are properly dredged, weather — 
reports, and so on. All of these indispensable services are provided through 
government expenditure and planning. 

Canadian railroads not only required public moneys for their construction 
and operation but through the Canadian National Railways, the government — 
has become directly involved in the provision of rail transportation service. : 

Motor vehicle transportation requires roads, weigh stations, road main- 
tenance and patrol, etc.; all of which are provided through federal and provin- — 
cial expenditure. | 

The first national airline service in Canada was provided through a govern- q 
ment-owned air service; and the maintenance and provision of airline terminals, — 
weather maps, and the regulation of such service, falls within the jurisdiction of © 
the federal government. q 

To summarize, the provision of interprovincial transportation services, re- — 
gardless of the mode, is instrumental and functional to the well-being of the © 
Canadian economy. The services, in turn, depend, in part—and in some cases in — 
whole—on public regulation, expenditures and control. 


The Objectives of National Policy q 


We have attempted to show that the provision of national transportation | 
has been a critical and indispensable instrument in shaping our national his=§ 
torical development. Indeed, the use of transportation as an instrument of 
national policy has been both conscious and deliberate. q 

Moreover, we submit that the ultimate role of interprovincial transporta- 
tion in our national development has not changed. The provision of national 
transportation services remains a means to achieving both economic and - 
political goals. 7 

Recognizing the historical and functional role of transportation in Canadian 
economic and political development, we submit that interprovincial trans: 4 
portation be regarded as a service industry, necessary to the well-being of the | 
economic and political future of our nation. As such, the provision of inter-_ 
provincial transportation services should be regarded as a means to an end, 
not an end in itself. a 

At this point, we wish to draw your attention to the report of the Mac- 
Pherson royal commission on transportation. In volume II of their report, 
the commissioners observe: 5 

Almost every transaction which occurs in the life of the natio 17 
involves transportation as one element of cost. Thus the material we i 
being of the nation is improved when goods are manufactured and 
services are rendered under conditions where the real cost of transporta- 
tion is kept to the minimum necessary to provide fully adequate 
services.! a 


alae A : 
1Report of the Royal Commission on Transportation, Dec. 1961, Vol. II, Chap. 1, pg. 9. | 
a » era 
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q ‘The commissioners, however, do not define the objectives of national trans- 
_ portation policy in terms of the provision of ‘fully adequate services’. Rather, 
_ they define national transportation policy in terms of the means of providing 


fully adequate services; in their own words, they are concerned with the “... 
effectiveness of transport itself...” Two related concepts are central to 
their argument and recommendations: economy and efficiency. National 
transportation policy, for the commission, should be the attainment of an 


_ efficient and economic transportation system. 


We submit that the commission has elevated the means to providing a 


fully adequate transportation system to an end in itself. Not the provision, 


but the providers of interprovincial transportation become the objective of 


national policy. The criteria for service is not need, but whether or not the 


service is economic—and therefore rewarding, and efficient—and therefore 
competitive. 


Put another way, the commissioners write: 


It should be quite apparent that as long as the transportation 
system is required to perform services which do not reflect commercial 
incentives, financial assistance from the government will be a necessary 
concomitant of transportation policy.1 


That is, the providers of transportation should only be required to provide 
those services in which they can realize a profit. If the national interest demands 
the provision of services which do not reflect commercial incentives then the 
cost of providing such service should fall on the shoulders of the Canadian 
taxpayer. We note that the financial burden to the taxpayer in these instances 
is not to be tempered by applying profits on economic services to losses on 


uneconomic services. Rather, public monies are to be used, when necessary, 


to guarantee profitable returns to the providers of transportation service. 


We reject this point of view. National policy should be concerned first — 
and foremost with the objective of national transportation, and it bears repeat- 
ing that the objective of interprovincial transportation has been, and remains 
an instrument in developing and maintaining a viable economic and political 


Nation. The means of providing transportation services have been and should 


continue to be tailored to this objective. They have not and should not become 


_ an end in themselves. 


The Implementation of National Policy 


Having defined ‘national transportation as a service industry, instrumental 


to the development and maintenance of a viable economic and political nation, 


we turn to a discussion of what we consider to be the appropriate means 
whereby national policy may be implemented. 

We wish to deal with three questions: (1) How shall service be provided; 
(2) Where shall service be provided; and (3) How the cost of providing service 
may be met. In other words, we are concerned with the manner in which 
service shall be provided, the determination of need for service, and the 
financing of service. 


The Provision Service 


The transportation industry in Canada has not remained immune to the 


_ technological revolution of the fifties and sixties. Innovations have taken place 


within long-established modes of transportation. For example, since 1945 the 
C.N.R. and C.P.R. have introduced sweeping technological innovations to the 


1Ibid., Chap. VII, p. 195. 
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railway industry. The conversion to eat Teaeanver power, Pie As Palle : 
and improved capacity of rolling stock, the introduction of centralized ‘traffic @ 
control (C.T.C.), automatic hump yards, the master agency plan; the extension vi 
of section limits and the mechanization of techniques for maintaining track; the - 
abandonment of branch lines, the introduction of terminal run-throughs, the | 
centralization of car repair shops, and the mechanization of office procedures, 4 
are some of the innovations which have changed the face of railroading in © 
Canada. gq 
Innovations have widened the scope and capacity of other modes of irans- a y 
portation. For example, improved roads, the construction of interprovincial — 
highways, the roads to resources programme, along with the improved design a 
and construction of powerful motor units, have enabled trucks to move into the @ 
field of long distance hauling, a field ‘previously monopolized by railways. — 
Improved design, along with the introduction of the jet engine, have increased a 
the capacity and scope of airplanes. a 

Innovations have also introduced new modes of transportation. Pipelines — 
are a case in point. To date, they have been used to transport fluids over long a 
distances. However, our investigations lead us to believe that pipelines may q 
be developed which are able to transport solids such as grain. q 

The problem in providing adequate interprovincial transportation services | 
then does not lie in the absence of a number of suitable modes. To the con- _ 
trary, our experience during the past twenty years leads us to believe the — 
future promises a wider variety of transportation services. The problem lies a 
rather in harmonizing, co-ordinating, planning and regulating the various 4 
modes on a national basis and in the national interest. To date, no oa 
agency or authority has been developed nor promised to fill this need. ‘a 

In 1938 parliament passed the Transport Act which established the boaveal 4 
of transport commissioners for Canada. The original intention of the act was to 
provide for a government board with the object of co- ordinating and harmo- — 
nizing the operations of all carriers engaged in ship, rail and air transportation. i 

In 1944, parliament changed its policy in regard to national transportatio 
The Transport Act was amended, giving the board of transport commissione 
jurisdiction over the construction, maintenance, operation, and rates of rai 
ways, rates of telephone, telegraphy, and express companies, the tolls on inte 
national bridges and tunnels, the licensing and rates of ships on the great lakes, q 
and any other matter defined in the act or special act related to transportation. — 

Air transportation was brought under the control of the air transpo tl 
board (1944) which was given the power to regulate air transportation with a 
out reference to the board of transport commissioners. 

In 1947 parliament passed legislation creating the Canadian Maritime — 
Commission. The commission does not have the regulatory authority of the © 
board of transport commissioners. However, it keeps records of shipping serv- _ 
ices, and administers the subventions for coastal steamships which parliame tif 


passes each year. 
In 1961, the MacPherson royal commission on transportation recommended — 
the establishment of a transportation advisory council to continually study 
transportation investment and make policy recommendations to the Minister _ 
of Transport. 
In 1964, the federal government introduced Bill No. C-120 to the Hou 
of Commons. The provisions of the bill further fragmentized federal policy in 
regard to national transportation. Section 72A of the bill called for the est 
lishment of a branch line rationalization authority, to be responsible to 
Minister of Agriculture. ‘oe ae 
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- The obvious and glaring failure of the federal government, and in the last 
alysis, parliament, to provide for a federal authority to plan transportation 
ervices on a national basis and in the national interest is disconcerting. To say _ 
there is a need for such an authority is to belabour the obvious. 


We therefore recommend that this committee consider the establishment 
of a federal transportation authority, to harmonize, co-ordinate, plan and regu- 
late the transportation on a national basis, regardless of the mode. ie 


- i Such an authority should have similar powers to those presently held by 
_ the board of transport commissioners. Specifically, the authority should have the 
' power to fix and regulate freight and passenger rates, direct investment, de- 
_ termine need for service, ensure the adequate provision of service, and in a 
_ general way, harmonize service, regardless of mode. The authority should be 
_ Tesponsible to the Minister of Transport. 


The demand for transportation services can be both regional and apparent, 
_ and local and debatable. The MacPherson royal commission has recommended | 
}) that the market mechanism be given free rein in regulating the relationship 
_ between the demand for transportation services, and the provision of same. 


The commissioners concede, however, that the market place does not 
_ always guarantee service to areas or regions in need of service. The need for 
_ Service is equated, in effect, with the probability of realizing a profit in the 
' provision of service. “Unremunerative” service, by definition, is “unneeded” 
service. Nothing could be further from the truth. : 


: We submit that there is an intelligent and therefore commendable al- 
_ ternative to the market place; an alternative which satisfies the objective of 
national transportation policy as defined in the previous section of this brief. 
A _ A transportation rationalization agency should be established, the purpose © 
y of which should be to assess and determine the need for transportation services, 
_ regardless of mode. The agency should be responsible to and under the juris- 


Dy 


‘ - diction of the federal transportation authority described above. 


7 


Mf _ The agency should be provided with a research staff, made up of transpor- 
_ tation economists, economists and sociologists. The research staff could assist 
_in determining the social and economic needs for transportation services. 


a Applications by shippers and/or communities for transportation services, 
and applications by the providers of transportation services for leave to provide 
or abandon service should be submitted to the federal transportation authority. 
h The authority, in turn, would forward the application to the rationalization 
_ agency for processing. | 
i The processing of the application would take two forms: (1) The agency 
- would undertake regional studies, such preliminary studies to be continually 
- updated and used to provide a basis for judging need. In addition, the agency 
could direct their research staff to conduct any additional studies which a given 
application might warrant; (2) The agency would hold public hearings at 
which the parties involved would have the opportunity of arguing and defend- 
ing their case. On the basis of public hearings and the studies mentioned, the 
i agency would assess the need for transportation services and forward their 
recommendation to the federal authority. 

It would be expected that in most cases, the authority would accept the 
_ recommendation of the subordinate agency. However, in ruling, the authority 
would be ina position to assess the judgment or recommendation in terms of a 
wider context—that of national transportation as a whole. 


Provision should also be made for appealing the recommendation of the 


rationalization agency; the appeal being made to the federal transportation 
authority. 


932 | STANDING COMMITTEE I. am 


In determining the need for service, we suggest there are at least three = 
critical considerations: | 4 
(1) The economic requirements of the provider of service; | 

(2) The economic needs of the shipper and/or community; a 

(3) The related social considerations of the community. ; 


4 
aa 


Financing Service 


Transportation service must be paid for. We suggest the following pro- 4 
cedures: q 
The providers of transportation service should establish what they consider — 
to be fair and reasonable freight rates. 4 
These rates, in turn, should be approved by the federal transportation g 
authority, much in the same manner as the board of transport commissioners — 
presently approves rail freight rates. We repeat that the authority shall at all — 
times have the power to fix, alter and approve freight rates. 4 
Annual deficits incurred in the provision of transportation services should | 
be met by federal subsidies. The candidate for a subsidy should be required to :. 
show that they have operated their service both efficiently and economically, — 
insofar as is possible. . 
The costs of federal subsidies paid to railway companies which incur a 
annual deficits in their operations in order to meet the objective of national ~ 
transportation policy, must be charged to the nation as a whole rather than — 
charged to any particular segment of the economy. y 


ae 
es 


The Application To Canadian Railways 


In the first two sections of this brief, we have attempted to define the 
objective of national transportation policy, and explore means of implementing — 
that policy. In this last section, we would like to relate, in part, the principle ‘q 
and mechanisms discussed above to the operation of Canadian railways. i 


a 
a 


Transportation as a Unit 


If the provision of transportation services is to be regarded and treated 
as a unit, then railways can no longer be considered in isolation to other modes — 
of transport. Existing legislation should be, where necessary, updated and — 
revised, providing for an authority having jurisdiction over all modes of trans-_ 
portation, including railways. _ 

A number of questions might serve to illustrate the point. Should railways 
be required to provide service to a given community when trucks and/or pipe 
lines can provide the same range of services more efficiently and economically? 
Obviously a judgment is involved. Are the claims of pipe line and trucking 
‘companies reasonable and legitimate? Is railroad service in this instance still 
necessary, beyond the question of economy and efficiency? Questions and judg- 
ments of this kind should be settled by a neutral and impartial authority, an 
authority with national responsibility and power, and an authority which is — 
capable of assessing and acting in the national interest. Above all, questions and 
judgments of this kind—related to the provision of railway service—cannot be | 
considered without reference to other modes of transportation. 4 


ye 
z 
\ 


Determining the Need for Rail Service - 

At present, the board of transport commissioners regulates and controls i 
the construction and/or the abandonment of rail service and branch lines. In 
general, this principle is sound, and we reject without reservation the proposals 
presently contained in Bill C-120 which relate to the abandonment of branch 
lines. (See Appendix B) ay - 
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Bis: _ However, we feel the present policy in regard to the regulation and control 
_ of the construction and/or abandonment of rail service and branch lines can be 
_ strengthened in two ways: ; | 
4 First, the board of transport commissioners should be replaced by the 
_ federal authority discussed above, thereby bringing the entire question of 
_ railroad service into a wider and more meaningful context. 

Second, the federal authority should be assisted in its duties by the 
_ creation of a transportation rationalization agency, also discussed above in 
_ the previous section. The agency would serve to process applications for leave to 
_ provide or abandon rail service and/or branch lines. In this way, the judicial 


q function of the authority would be complemented by the investigative function 
. of the agency. 


_ Freight Rates 


i 
: We suggest the regulatory powers presently held by the board of transport 
commissioners be turned over to the proposed federal transportation authority. 
: We reject those proposals in Bill No. C-120 which weaken the powers currently 
_ held by the board of transport commissioners—that is, section 15 of the bill. 
q We submit that the fixing of freight rates is too important a matter to be left 
_ to the discretion of railway companies. 

: . We once again reiterate our support for Crowsnest rates on flour and 
‘grain. 

m 

‘ 

t 

t; 


a Economies and Efficiencies in Railroading 


We submit that there will be times when the national interest demands 
_ and requires the provision of so-called uneconomic railroad service. In such 
_ eases, we have recommended that federal subsidies be made available to 
- cover any loss involved. 

a We wish to make it clear, however, that subsidies should be paid to 
_ Yailway companies on the basis of a deficit in their overall railway operation. 
_ Railway companies should be required to cover losses on so-called uneconomic 
_ services, with profits made on so-called economic service. Only if there is an 
_ overall deficit should a federal subsidy be considered. 

a Moreover, it is imperative that the federal transportation authority ensure, 
in so far as it is able, that the operation of railway services be efficient and 
economic. By this we mean, railway companies should be required to operate 
i as efficiently and as economically as is possible, with the understanding that 
_ they may, from time to time, be required, in the national interest, to provide 
service on which they cannot cover their costs of operation. The national 
requirements for so-called uneconomic service should not be permitted to 
_ become a licence for extravagance and misuse of public funds. 

3 To this end, we recommend the nationalization of the Canadian Pacific 
_ Railway Company, and the integration of the Canadian Pacific system with the 
_ Canadian National Railways. The reason for nationalizing the Canadian Pacific 
_ Railway can be summarized as follows: 


(1) In public statements, the Canadian Pacific Railway has made it 
. clear that it is only prepared and able to provide railway services 
' which offer commercial incentives. 

: , (2) The Canadian Pacific Railway is not prepared to cover losses on 
iG so-called uneconomic services, with profits on so-called economic 
% services, nor with profits earned from its many and varied invest- 
a: ments in other industries. 

(3) The existence of two national railway companies involves unneces- 

sary duplication of track, physical plant, and resources. 
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(4) eeononties can be neulied throws the Hieereenn of the? 6 
railway systems, and the operation of the ik a: systen with — 
one line of management. aa 


Conclusions and Recommendations 


Interprovincial transportation has been, and continues to be indispensible i. 
to the economic and political future of our nation. As such, transportation is — 
a service industry and should be regarded and treated as such. i” 

The basis for providing transportation service should be the social and 
economic needs of the shipper and/or community—be it local or national. a 
The cost of providing such service is an important but Gana considera- 4 
tion. a 

We submit the following recommendations for your consideration: 4 

(1) The establishment of a single federal transportation authority with © 
power to harmonize, regulate, control and plan national transporta- q 
tion services, regardless of mode. P 

(2) The treatment of national transportation by the authority as a unit. — 

(3) The placing of the authority under the jurisdiction and Tesponsioiitag q 
of the Minister of Transport. q 

(4) The creation of an agency under the authority to assist in the | a 
determination of need for service. ie 

(5) The nationalization of the Canadian Pacific Railway and the inte- 
gration of that system into one single government utility. 


All of which is respectfully submitted by 


The National Farmers Union of Canada. 


The VicE CHAIRMAN: Before proceeding further, members of the com 
mittee, I would be pleased to accept a motion that the appendices attached to © 
the brief of the National Farmers Union of Canada be printed as an appendix ~ 
to today’s Minutes of Proceedings and Evidence. The brief has been read to yo 
up to and including page 21, but the appendices have not been read. 

Moved by Mr. Tucker, seconded by Mr. Southam. 

Motion agreed to. 

Mr. PriIttie: I think we now have reached the time when we might ad- y 
journ until 3.30 p.m., or after the orders of the day, and pick up the question 
ing at that time. oe 

The VICE CHAIRMAN: The brief which we received this morning now hag d 
been distributed to all members of the committee so that you will have it this if 
afternoon. I think the suggestion of Mr. Prittie is sound; we will adjourn, if 
the committee sees fit, until 3.30 p.m., or after the question period. We wi 4 
meet in the railway committee room in the centre block. 


I would like to inform members that on Thursday, March 25, we will : 
hearing representations from the Canadian Manufacturers Association. A copy 
of their brief has been forwarded to all members. On that day we also will be 
hearing the Branch Line Association of Manitoba, from whom we have not 
received a brief. On Tuesday, March 30, we will be hearing three delegation 
first, the Canadian Industrial Traffic League: second, the Maritime Transport 
tion Commission, Halifax; and third, the National Legislative Committee — 
the International Railway Brotherhoods. We have received copies of the bri ; 
and these will be distributed before the meeting. Tes 
We will now adjourn until 3.30 p.m. or after the question period. 
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AFTERNOON SITTING 


TUESDAY, March 23, 1965. 


The VicE CHAIRMAN: Madam and gentlemen, we have a quorum, so we 
_ may recommence our sittings. Before we begin the questioning of Mr. Atkin- | 
son and Mr. McCrorie, I wish to repeat what I said earlier this morning, that 
we have presenting their brief today and at the present time the National 
a _ Farmers’ Union of Canada, with Mr. Atkinson the president seated to my right, 
ie and to his right, Mr. McCrorie, the research director. 


n. The next meeting of this committee will be on Thursday of this week, 
_ March 25, when there will be two delegations, one from the Canadian Manu- 
_ facturers Association, and the other from the Branch Line Associations of 
. Manitoba. 

a On Tuesday, March 30, we shall have three presentations, one from the 
_ Canadian Industrial Traffic League, Toronto, one from the Maritime Transporta- 
_ tion Commission, Halifax, and one from the National Legislative Committee 
_ of the International Railway Brotherhoods, Ottawa. 


The brief submitted by the National Farmers’ Union of Canada was dis- 
_ tributed at the noon hour to the office of each member who was not present 
a this morning. Earlier this morning Mr. Atkinson read the brief, finishing at 
_ page 21. Then there was a motion to make the complete brief an appendix to 


be printed in today’s proceedings. Therefore, we can begin the questioning of 
Mr. Atkinson now. 


Sie 2 * 


Mr. ATKINSON: Mr. Chairman, as we gave you to understand this morn- 
ing, we were faced with a rapid fire job in completing the assignment. At the 
_ top of page 4 of our brief there is a typographical error. Where it says “the 
' construction of the international”, it should read “the construction of the inter- 
— colonial’’. 


The VicE CHAIRMAN: That is on page 4. In the third line of the quote 
_ “international”? should read “intercolonial”. 


; Mr. ATKINSON: Yes, and on page 12 I read the wrong figure this morning. 
_ In the second paragraph the figure should read 19338. I believe I said 1933 this 
_ morning; but it should read “in 1938, parliament passed the Transport Act”. 


| The VICE CHAIRMAN: Are there any questions? I am sure we must have 
_ some questions for Mr. Atkinson and Mr. McCrorie. 


q Mr. PAScoE: In your introduction you speak of presenting the views of the 
_ Ontario Farmers’ Union, the Manitoba Farmers’ Union, the Saskatchewan 
_ Farmers’ Union, and so on. Did you have meetings with them? 


wa Mr. ATKINSON: The brief is really an evolution over the years of the prob- 
lem in consultation with the respective unions. In other words, it is a con- 
’ sensus. 


i Mr. Pascor: You would say then that this represents the views of some 
_ 60,000 Canadian farm families? 


Mr. ATKINSON: Yes, this is a consensus of their views. 
Mr. PAscoE: That is all I have right now. 


. Mr. KorcHINSKI: Has this bill been discussed by the unions throughout 
_ the farm areas? 
ee | 


Mr. ATKINSON: Yes. 
Mr. KORCHINSKI: It has been discussed at meetings. 
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Mr. Murr (Lisgar): I notice that the brief does not touch specifically— 
unless like the Vice Chairman I read it a little too fast—on the subject of a 
branch line abandonment itself, or on the question of branch line aban- — 
donment, either regionally or in a local sense. If this is primarily one of the ~ 
interests of western farmers, I wonder why you did not go more fully into “4 
this part of the problem. ; 

Mr. James N. McCrorig (Research Director of the National Farmers’ 
Union of Canada): If I may, Mr. Chairman, I would like to refer you to | 
page 14 and the section entitled “Determining Need for Service’. Here we 4 
outline what we consider to be the acceptable procedure for determining 4 
whether a service should be continued, or whether a service should be re- 
moved. But in regard to any specific question relating to rail line abandon- 
ment we have included in appendix B a re-examination critique of Bill No. 
C-120. I think our views are made forcibly there. 

Mr. Murr (Lisgar): You say appendix B? 

Mr. McCrorie: Yes. } 

Mr. ATKINSON: It is actually a submission that we made to the provincial — 
government of the province of Saskatchewan. But again these are our specific — 
views and opinions in matters relating to Bill No. C-120. 


Mr. McCroriz: Again I would refer you to page eight of appendix B. 


Mr. Atkinson: If I might enlarge on the answer given to Mr. Muir I 
would say that the question, as we understood it, that was to be considered — 
before this committee was in addition to Bill No. C-120. In other words, the 4 
subject matter was referred to, and we believe that in order to arrive at aq 
comprehensive national program, we must approach the whole question from ~ 
a national point of view. Therefore, we have enunciated the principles upon 
which we believe a transportation policy ought to rest. It would include 4 
items such as rail line abandonment. 4s 


Mr. Murr (Lisgar): In other words, you are looking at the broader _ 
aspects of transportation as a whole, rather than regionally. ‘ 


Mr. ATKINSON: Well, it is included, but in the broad question. : 
a 


Mr. Murr (Lisgar): I was really disappointed that you had not brought 
out the views of the western farmers before the committee. As you know, 
and are quite well aware, the abandonment of any branch line, regardless a 
‘of whether it is economic or not, is going to have a great effect on the people 
who live along that particular line. Now, I do not think there is anyone— _ 
including the farmers themselves—who wishes to see a line kept in operation — 
which is not going to be justified for some reason. However, there are lines © 
much of which are not economic, yet their continued operation is justified — 
from the point of view of public interest. I was hoping representatives of — 
farm groups that you would point this out. It is true that we have some 
farmers on the committee, but I think that the views of the farmers should — 
be projected before the committee so that they may be understood by alia 
members of the committee. a 


Mr. McCrorte: I would like to think that the hon. gentleman’s disa -— 
pointment is unfounded. First of all, we feel that the question of national © 
transportation as a whole is far more important than specific branch lines; 
that is to say, whether a specific branch line should be or should not be in 
operation. But in regard to the operation or the removal of the operation 
of a specific branch line, I would again refer you to page eight of appendix B 
where we review the provisions of Bill No. C-120 as it now stands. a 

We note that the bill provides that the board of transport commissioners 
shall consider actual losses and such other factors as in its opinion are rele- 
vant. But the bill does not describe what these other things might be. As far 
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as you are ascertaining it the actual concrete criterion for provision of a branch 
f line service or for the removal of a branch line service is whether or not a 
_ Specific railway company enjoys a profit from a particular line or portion 


q thereof, or whether it does not. We feel this single criterion is completely 
- inadequate. 


Mr. ForBES: This is the point I wish to bring out. 


Mr. McCrortiz: If I may continue, and go to page nine of the brief, the 
bill provides, as we read it, for piecemeal abandonment; it does not include 
what we might call a regional concept in terms of the provision of railway 
_ services. This we find to be completely inadequate. We might also add here that 
_the bill provides for applications for subsidies or for abandonment on a 
particular line or portion thereof, and railroad companies are not required to 
apply the profits on so-called economic branch lines to so-called uneconomic 
branch lines. This is something we just cannot understand. 


Mrs. RipEouT: Mr. Chairman, I would just like to clarify a point for my 
own information. I admit right off the bat that I could very well be wrong in 
assuming the following. It appears on page 13 of the brief where you say: 

We therefore recommend that this committee consider the establish- 
ment of a federal transportation authority, to harmonize, coordinate, 
plan and regulate transportation on a national basis, regardless of 
the mode. 

Such an authority should have similar powers to those presently 
held by the board of transport commissioners. 


I am wondering what is your objection to the board of transport com- 
-missioners. Why do you suggest another body of people to regulate transporta- 
tion? Does this not all come under the board of transport commissioners? 


Mr. McCroriz: Our problem here is that we are not lawyers. As we 
interpret the function of the board of transport commissioners at the moment, 
it is that the board has jurisdiction over railroads in Canada. We do not quarrel 
with this. What we are suggesting is that other modes of transportation be 
brought under the regulatory powers of what is now known as the board. 


Mrs. RIDEOUT: You are not suggesting another board besides the board of 
transport commissioners? 


Mr. McCrortie: No. 


Mr. Rapp: My question is similar to the one asked by Mrs. Rideout. What 
would be the purpose of abandoning the board of transport commissioners? 


_ Is it proposed only for periods when railway abandonment is conceded or is it 


suggested that the board of transport commissioners be replaced permanently? 
I am not familiar with it but in the three briefs that we have received so 


_ far there has been no suggestion that the board of transport commissioners 
_ Should be replaced. Maybe there is a good reason for it. After reading the brief 
_I-was not quite clear in my mind what the National Farmers’ Union had 


intended, particularly on page 18 where they say that the board of transport 


_ commissioners should be replaced or abandoned altogether. 


i 


Mr. ATKINSON: The function of the new authority would be to harmonize 
and rationalize the development and the operation of all modes of transport 
within Canada. If, for example, some new mode happened to come into being, 
it would come in under the jurisdiction of the new supra body, if you will. 


Mr. Rapp: But you would suggest then that the board of transport com- 


- missioners be replaced permanently, not just for a period of time? 


: 
+ 
*% 


Mr. ATKINSON: That is right, and the new body’s functions would be 


_ broadened. 
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Mr. RAPP: At the present time the hoard of inaneport commissioners hav 
only jurisdiction over the railways; is that not right? 
Mr. ATKINSON: Railways, canals, and that sort of thing. 
Mr. Rapp: Thank you very much. I could not find the reason for that 
suggestion. . 
Mr. Prirtie: My first question follows on the one which Mr. Rapp asia 
about the single federal Pensportaccy authority. You include trucking of 
course, do you not? 
Mr. ATKINSON: Yes. 


Mr. Prittiz: Have you thought of the constitutional problems concerning — 
intra and interprovincial trucking? | 


Mr. Atkinson: As Mr. McCrorie says, we are not lawyers and therefore ~ 
we have not concerned ourselves with this particular problem. . a ‘9 


Mr. PRITTIE: It seems to me it is not too difficult to make a case for a 
interprovincial trucking coming under federal authority, but you have this ‘ 
mode of transportation within a province. me 


Mr. McCrorie: The reference is to interprovincial trucking, not intra- 
provincial. 


Mr. Prittir: The other question refers to what you say on page 16 con- 
cerning the financing service. You say: 


should be met by federal subsidies. The candidate for a subsidy should 
be required to show that they have operated their service both efficiently 
and economically, in so far as is possible. 


My question in general is: Do you feel that the two major railway com- — 
panies should, in their accounting, comprise only their transportation problems — 
or should the total picture be included, their other operations as well because 
they both have a great many auxiliary services, they own trucking compani 
they own oil fields, in some cases hotel services and so on? 


Mr. ATKINSON: Under the present circumstances and bearing in mind t 
fact that they operate as separate entities, we would suggest that these sourc 
of revenue be considered as revenue to the corporate entity and as such ouEs 
to be used in determining whether or not profits are made. 


Mr. Prittie: You would agree with the fact that they have many of the 
other services and assets but because of the fact they are a railway compan 
they require them for their railway operation and they should therefore be 
included in the total picture? } 


Mr. McCrorig: The problem here also is that in the case of the Canadi 
Pacific Railway the management has said that it is not prepared to apply 
profits in all its fields of operation to the railroad operation, or vice versa. No 
what is the justification for this stand? When you dismiss and sift through : 
the rationales that are given, you come down to one basic consideration, that 
“because we say so”. We are taking the opposite point of view, that if t 
Canadian Pacific Railway is not prepared to apply all its profits from the varie 
of its operation to its railroad operation, then, fine, it should be nationalize 

Many of our members are extremely soneerned with this particular point 
for the simple reason that they know, as so many people know, that the pre: 
position of the Canadian Pacific Railway is in large measure due to policie 
the 19th century when the public of this country made available to the C. 
subsidies, land grants including mineral rights, and in part as a result of 
government’s policies the Canadian Pacific Railway now enjoy the Rote 
it does today. ry 
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Mr. Prittie: I will not argue with this. I think you are a voice crying in the 
wilderness, but probably at the moment only Mr. Cameron, Mr. Regan, Mr. 
Stewart and myself would agree with you. Last year I brought in a bill to try 
to get the C.P.R. just to come before the railway committee and answer a few 
questions, but the people opposed to it brought in a bill to nationalize it—it 
did not get very far. 

oO I have a final question on your suggestion about the nationalization of the 

_ Canadian Pacific Railway. Are you just including its transportation facilities — 


_ or do you mean the whole operation? 
Mr. ATKINSON: We would include only its transportation facilities. 


4 Mr. CAMERON (Nanaimo-Cowichan-The Islands): To follow up on that last 

_ question of Mr. Prittie’s—a question I was going to ask you your answer raises 
_ another question now. In an earlier section of your brief, on page 16, you suggest 

_ that annual deficits incurred in the provision of transportation services should 
_ be met by federal subsidies. Now you are opposing nationalization of the 

Canadian Pacific Railway and presumably you have in mind that it does, in 

- some mysterious way, Manage to cover its deficits with the taxpayers’ money 

_ or would be expected to cover them with federal grants under your first state- 

- ment here. Yet you tell us you are not prepared to include in your national-_ 
_ ization program the other extremely profitable operations of the Canadian 

( Pacific Railway, the COMINCO operation, the Western Light and Power, the 

_ Canadian Pacific Steamship Services, and so on. All these are extremely profit- 
_ able. You are going to exclude these from nationalization? 

a Mr. ATKINSON: I think that the steamship services ought to be involved 
_ in it. With respect to the others, we have to confine ourselves because we are 
_ dealing with the question of transportation in Canada. 


‘a Mr. CAMERON (Nanaimo-Cowichan-The Islands): Would you not agree 
_ these other properties, as Mr. Prittie suggested, grew out ancillary to the 
q transportation operations of this company; that at one period considerable 
surpluses were invested in these properties? 

3 Mr. ATKINSON: This is a matter of historical fact, as you know. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): Do you think it would 
hot be proper for you to include the rest of the Canadian Pacific Railway 
_ properties in your nationalization proposal? 

. Mr. ATKINSON: Quite frankly, we have not considered it. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): It does seem to me if 


you are going to take one bite of the cherry it might be as well to consume 
_ the whole fruit. 


“ 


i Mr. HAMILTON: I have two main lines of questioning. 
i The first concerns the liaison between the National Farmers’ Union and 
the various organizations that are working on this railway legislation. Have 
you any contact with the work being done by the Saskatchewan wheat pool 
and the Manitoba wheat pool in the collection of statistics? 


Mr. McCrorig: We have been working with the Saskatchewan wheat pool 
on this matter and there is an almost tacit unwritten understanding between 
the two organizations to the effect that, since the pool is a commercial organiza- 
tion and does employ on its staff an economist, we should leave some of the 
‘intricate details in regard to freight rates and the provisions of service to the 
“pool. I imagine they will be handling that if they submit a brief to this 
committee. 

Mr. Hamiuuton: I take it, then, that you have not received the statistical 
information yet. 
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Mr. McCrorte: We have received some of it, sir, but we have not seen 
fit to use it. It is not that we feel the information is inappropriate—we think | 
it is—but rather that we feel it would be better for the wheat pool, which — 
prepared the information, to use it in the context it felt was correct. ; 4 

The second question—and these are leading questions to a degree, as you © 
will recognize—is this: Have you established contact with the three prairie ~ 
governments on the work they are preparing to present to this committee? 4 

Mr. ATKINSON: The only contact we have had is with the province of — 
Saskatchewan, and the presentation we made to that province is an appendix 7 
to the main submission. So, in a formal way, the answer is no. a 

Mr. Hami.ton: My third question is this: Your farmers’ union does cover 7 
the province of Ontario? 4 

Mr. ATKINSON: Yes. 

Mr. Hami.tton: Has any contact been established yet with Ontario to see — 
if they are going to take any part in making a presentation on behalf of the q 
people of that province to this committee? q 

Mr. ATKINSON: So far as the National Farmers’ Union is concerned the ~ 
answer is no. We are unaware of what the Ontario farmers’ union has done in © 
this matter lately. q 

It is reported to me that we have heard a rumour to this effect, but we — 
have heard nothing concrete. a 

Mr. HAMILTON: My second line of questioning has to do with appendix B. © 
I want to ask a series of questions here concerning the actual bill that we — 
have before us. I would like to draw your attention to page 6 of the bill and © 
to read the operative parts of two or three of its sections. I will then ask for @ 
your opinion on them. a 

On page 6, dealing with the general subject of branch line abandonment, © 
the relevant section is 314. 


Section 314B states: gq 
Where a company intends to abandon a branch line otherwise than 

by application for abandonment under section 168, it may, in accordance ~ 
with the rules and regulations of the Authority, file with the Authority 
an application to abandon such line. : 
(2) Concurrently with the filing of its application to abandon a 
branch line the company shall also submit to the Authority a statement — 
of the actual losses of the company attributable to the line in each of 
such number of consecutive financial years of the company as the — 
Authority may prescribe . a 


" 


Bip 
+. 


And so on. q 
Then subsection (3) states as follows: Ml 

If the Authority is satisfied that the application to abandon a branch 
line has been filed in accordance with the rules and regulations of the 


Authority, the Authority shall transmit to the board— a 


That is the Transport Commissioners— 4 
—a copy of the application together with all pertinent documents, in-— 
cluding the statement of the actual losses referred to in subsection (2), 
and as soon as may be thereafter the board shall— A a 


Again, the Board of Transport Commissioners— a 
—after investigation and whether or not it has afforded the company ; 
an opportunity to make further submissions, determine if the branch 
line is or is not uneconomic... the board shall report the same to the 
Authority and the report of the board shall constitute approval of ' 
abandonment of the line. 


ms 


d 
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* I have read this slowly enough for you to get the implications of it. Do 
g you approve of section 314B which sets up this rationalization authority? Is 
__ this sufficient power to carry out the principles of rationalization as we under- 
stand it? 


Mr. McCrortg: I do not think I caught the gist of it. 


Mr. HamMinton: Let me take it out of legal language and rephrase it. 


Under section 314B you have a rationalization authority set up with 
- its own power for collecting documents from railways showing actual losses. 
‘The minute they collect the documents, they have no power of decision; they 
must transfer the documents to the board of transport commissioners, and the 
board of transport commissioners, dealing with losses and such other informa- 
tion it may consider relevant, has to decide whether that section of the rail- 
way was working at a profit or a loss. If there were losses, then the board 
must report back to the authority, and this shall constitute approval for 
abandonment. In other words, the authority has no power to stop an abandon- 
ment. 


This is my question: Do you approve of this type of section 314B? 


Mr. McCrorigE: I would say in a general way that we do not. Perhaps I 
could document my reply. In the first place, in section 314B, subsection (2) 
reference is made to “the actual losses of the company attributable to the line 
in each of such number of consecutive financial years” et cetera. We also take 

it that it could mean an entire line or a portion thereof. Mr. Atkinson and 
I are not economists, but we did consult extensively with Professor Vernon 
Fowke of the University of Saskatchewan, who has spent a good deal of time 
examining the question of national transportation. He assures us that this 
question of determining actual losses is very misleading. We have been given 
to understand that railway companies informed the MacPherson royal com- 
mission that they had developed what they call a scientific method of cost 
accounting and that the MacPherson royal commission accepted this principle 
of scientific cost accounting. 


. Professor Fowke assures us that scientific cost accounting cannot take 
_ place unless you entertain a number of assumptions. One must assume, for 
example, that it costs X number of dollars to move one bushel of grain one 
rail mile. One makes a valid assumption. This is always a matter of opinion. 
What the railway company might consider to be a valid assumption the farm- 
ers may not consider to be valid, or the wheat pools may not consider it to 
be valid, or the government may not consider it to be valid, or the govern- 
ment may. So we question whether there is any real so-called scientific 
method of determining losses, and we think the question whether a line should 
_ be operated or whether it should not be operated depends for its reply upon 
whether there is a need for the operation of that line. The need cannot, we 
submit, be realistically assessed without reference to other modes of transport. 
I think members of the committee are aware of the fact that pipe lines are 
now proving both economical and efficient in the transportation of certain 
_ fluids over great distances. We refer in our brief to investigations carried out 
_by the economic research council of Alberta. They have informed us that the 
possibility of transporting solids via pipe lines is now an engineering pos- 
sibility but not yet an economic possibility. Now, I do not think it requires 
much stretch of the imagination to foresee the day when solids such as grain 
_ may be transported by pipe lines. It would be quite irrelevant whether a rail 
company was moving grain on a particular line at a so-called profit: it might 
_ be far better to transport that same grain via the pipe line. So, it comes down 
_ to a question of need. Is there a need for service, and what is the best mode for 
satisfying that need? 
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‘Mr. Haminton: You understand that we who are sitting in this committee 
have a responsibility to put into effect a statute that deals with the situation | 
of today. What we are trying to ascertain from you is, first, whether you ap- — 
prove of this lack of power, which is obvious from the reading of this section. _ 
I think you must be aware that in western Canada, where there has been — 
a great deal of discussion about rationalization, we understand it as taking © 
in an area and looking at the area as a whole, with the rationalization authority — 
having the power to direct or induce the railways to run the railways in that — 
area, from a rational point of view. Am I correct in my assumption that, in gen- 4 
eral, you do not approve of this section as presently worded? : a 


Mr. McCrorte: Before I answer that question I did get sidetracked and I | 
would like to revert to a comment you made with regard to your responsibility — 
to enact legislation. We do not envy you this job because we know it is a 
very difficult one. But, may I point out, and more since the end of the second © 
world war, what happens today is very much influenced by what is going to @ 
happen tomorrow. As you know, technological and scientific changes are occur- — 
ring at a very rapid rate, and the concerns of today can no longer be intelli- — 
gently separated from the prospects of tomorrow. So, to make my point clear, I | 
think you have to have some mechanism which enables you to show some con- 4 
cern for what the prospects might be tomorrow. You have to have some kind 
of flexibility in order to deal with it. 

Now, to come back to the specific question as to the adequacy of the pro- 
visions in section 314B, our concern, in addition to what I have said, is, first, it 
provides for piecemeal abandonment which we feel is completely unacceptable 
and not a very useful way of dealing with this question. Second, the emphasis 
is on abandonment of services; we feel the emphasis should be on the pro- 
vision of services and whether or not such services can be provided. It is a 
question of emphasis, and we feel the bill approaches this entire problem in a 
negative kind of way. To make it clear, we are in no way opposed to rail li 
abandonment. We feel there are many lines which should be abandoned simply 
because they are not needed. Also, we recognize that many of our own mem 
bers from time to time in terms of local areas will make what might appear to 
outsiders to be unreasonable demands. We all know it was quite a problem to 
transport grain with horses ten miles in 1921. In 1961, with a truck, the proble 
is incomparable. So, we concede the point that the hauling of grain by truc. 
greater distances than is presently the case is not much of a problem in some © 
cases. We are not opposed to rail line abandonment but we are in favour of | 
the provision of adequate services, and we feel this provision in section 3141 a 
does not provide for that. Ks 


Mr. Haminron: Then, in other words you believe in the principle of ratio 
alization being applied over a larger area than just a section of the line, to g 
this rational approach. 


Mr. McCrorir: Yes. Ni 


Mr. ATKINSON: Mr. Chairman, if I may interject, we also have stated th 4 
the present form of Bill No. C-120 is totally unacceptable to us because it do i 
not take into consideration the regional or national aspects of transportati 
requirements related to railways. It is sometimes rather difficult to commur 
cate; it depends upon where you live, and this determine how you see the 
thing. If Bill No. C-120, in its present form, were to be introduced then, of 
course, there would be real hardship among the farming community, the 
business people in the community and among the municipalities as a result Cie 
this approach to rail rationalization. . 

Mr. McCrorie: We may be misreading the bill but, as we read it, we come 
to the conclusion that the rationalization authority is nothing more than, say 
glorified messenger boy. What is its function? As you yourself pointed out 
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if commissioners, and it then receive the board’s decision. Their only function is to 
determine the time at which the axe will fall. | 


_ presentation today we assumed that this committee is not going to confine 


I know you realize what I am trying to do; I am trying to get a hard opinion 
a on key sections. I am referring to section 387B and to what Mr. McCrorie 
; “mentioned are those attempts to find a scientific basis for cost analysis in 
_ this bill which we have before us. Section 387B says: 


(1) The board shall by regulation prescribe the items and factors 


ie that shall be relevant in the determination of variable costs for any OL 3) 


the purposes of this act. 


_ the question of the opinion you received from Professor Vernon Fowke. I 
_ would like to remind the committee of the information in the third volume of 
: the royal commission report on transportation. You will recall that the main 
item of dispute in the evidence before the royal commission was this question 
_ of cost analysis. After a great deal of discussion the railways went out and 
a hired probably the best firm they could find, and this firm were experts on 
a railway cost accounting. They studied the figures for the C.P.R. in the year 


1958 and they came up with the conclusion that in that year the losses on the 


Yates, was $17 million. 

4 Mr. McCrorig: I think it was $70 million. 

a Mr. HAMILTON: No, $17 million for one railway in one year. Now, this 
_ so astounded the provincial government that they went out and hired the 
_ best cost accountant firm they could hire, who were also experts on railway 
' cost accounting. These people studied the same set of figures and by putting 
_ the various items in different columns they came up with the information 
that the C.P.R. in 1958 made a profit of half a million dollars on the same 
_ set of figures. This meant that the royal commission, to resolve this business, 
_had to hire another firm equally competent and they set the two studies before 
_ this third firm and they juggled them a little differently and came up with the 
_ fact that they thought the figure was a loss of $2 million in the year 1958. My 
question to the farmers’ union is this: Here you have a section which does 
hot say which of these cost accounting firms shall be used. Admittedly, as 
Professor Vernon Fowke says, the knowledge of cost accounting in railroads 
a a new science and every year it will change. Do you think that this section 
_of the bill, 387B, is satisfactory as far as the parliament of Canada is concerned 
_in directing the criterion to be used? 


Hs Mr. McCroriE: I do not know if you were trying to make a point or ask a 
‘question. However, I think we would agree with the point that you were trying | 
to make. 
- -‘Mr. Hamton: I need your evidence. 
Mr. McCrortzr: 

The board shall by regulation prescribe the items and factors that 


shall be relevant in the determination of variable costs for any of the 
purposes of this act. 
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ems to be collecting of information and passing it on to the board of transport 


tao Ni we ATKINSON: I would like to make another point at this time. In our 


Mr. HAMILTON: My final question has to do with an item on page 32. — 


” This applies not only to branch line abandonments but to the Crowsnest i 
4 Pass rates, and it applies to the ordinary types of routes and so on. You raised — 


tes, on one item alone, the hauling of western grain at the Crowsnest pass — 
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It is a matter of judgment as to what items and factors it shall consider. 
You have pointed out that three studies were made and three answers were _ 
given to one single question. Our guess is that the board would accept a 
system of cost analysis which proved to be popular, as it were, and one which — 
is equally acceptable. 


Mr. Hamitton: Did you say popular? 
Mr. McCrorige: Popular and acceptable. 
Mr. Cameron (Nanaimo-Cowichan-The Islands): By whom? 


Mr. McCroris: This is the point. Our suspicion would be that what consti- 
tutes a popular or legitimate system of cost analysis would be one held out by 
the railroad companies. Now, we are not saying it would be but we suspect 
that the weight would be in their favour. Again, this is why we recommended 
that total operation of a railroad be the basis for judging whether or not there is 
q deficit or whether there is a profit for a year’s service. On the basis of the total 
operation one can then determine whether a subsidy is required or whether no 
subsidy is required. 

Mr. Hamitton: At this particular moment you would not accept the fact 
that you have three groups of experts each looking at the same set of costs. You 
would not worry about whether we accept the railway position; that. is-sine 
view of the railway experts, the position of the three western government 
experts or the position of the board of royal commission experts, but you would 
say, forget all of that and just look at the whole question of profit and loss? 

Mr. McCroriE: Mind you, I think I misconstrued your question. Obviously, 
the total operation would involve the necessity of having a cost analysis. In | 
terms of this point I think I would have to say—and perhaps Mr. Atkinson may q 
not agree with me—that we do not know what the answer is. This is a very 
technical problem and I think we have to be honest and say we do not know. 

Mr. HamiLton: Then if you were in our position, trying to make laws, . 
which of these three criteria would you pick and advise us to recommend in ~ 
this legislation? ; j 

Mr. ATKINSON: I would answer that question by saying that the national — 
authority ought to lay down the criterion upon which the judgment should be — 
made. : q 

Mr. Hamitton: You do not think that parliament has any right to direct — 
this? q 

Mr. Arxinson: I think it should be the national authority. 

Mr. Hami.ttTon: In those terms, when we have three sets of conflicting — 
figures, which one should we pick? ' 


Mr. ATKINSON: Obviously parliament makes the judgment. 
Mr. Rapp: The one that had no loss. 

The Vice CHarrMaAN: Are you through, Mr. Hamilton? 
Mr. Hamitton: Yes, thank you. 


Mr. ReEcAN: I wonder if I might ask a number of questions. First of all, 4% 
dealing with your question that the Canadian Pacific Railway be nationalized, — 
I note on page 20 of your brief that you give four reasons why you would — 
favour nationalization of that historic body. It seems to me that the first two — 
would certainly be totally overcome by utilization of stronger regulations — 
through the board of transport commissioners; that is, giving the board of trans-— 
port commissioners greater authority to set regulations under which the Cana-— 
dian Pacific Railway should operate. Do you not feel if that were done it would | 
overcome the need for nationalization? a 


aa 
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_ omies can be realized through the integration of the two railway s 
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Mr. McCroriz: No, I would say not. I think the four reasons have to be 


a taken as a whole. I think the first two may appear to be somewhat dramatic. 


I think we should not overlook reasons three and four, namely that the exis- 
tence of two national railway companies involves what we consider to be 
unnecessary duplication of track, physical plant, and resources; and, four, econ- 


ystems and 
the operation of the integrated System with one line of Management. : 


Mr. REGAN: You were not placing your case then primarily on number three 
and number four? 


Mr. McCrortir: JI beg your pardon. It is not primarily on any one of them 
but on all four taken together. 


Mr. REGAN: But you do grant that the first two could be overcome by pro- 
viding more stringent regulations with respect to what the railways can do? 


Mr. McCrortiz: I think we can say that is correct. 


Mr. REGAN: With reference to number three and number four, would the 
position not be such, with historic service to many areas that have counted on 
railway service, that there would be very little track abandonment that could 
be realized by amalgamation? In regard to the economies, would they not be 
realized by having one Management? Would this not be offset by the destruc- 
tion of any form of competition which, in certain commodities and in certain 


areas, exists at present because of the fact that the two railways are competing 
for the same trade? 


Mr. McCrorige: What kind of competition? 


Mr. REGAN: Does your question suggest that there is no competition between 
the two railways at the present time? 


Mr. McCroris: I am not quite sure what you mean by the word “competi- 
tion’’. 

Mr. REGAN: By competition I mean the fact that the two railways are 
seeking the business of the producers and thus they tend to give better service 


_ than if there were only one rail line which would automatically do it all. In 


other words, all the general benefits of competition. 


Mr. McCrorig: Well, personally, I am always frightened by this word 
“competition” because I am never quite sure what it refers to. 


Mr. REGAN: We have competition in every election. 


Mr. McCrorteE: Let me, by way of example, refer to the new railroad pas- 
Senger rates introduced some years ago by the Canadian National Railways, 


: the red, white and blue fares. Now, although I cannot divulge the source, we 
_ have been told on good authority that when the C.N.R. was contemplating put- 


it. 


ting these fares into effect the management of the Canadian Pacific Railway 
used all of its powers of persuasion to deter the C.N.R. and it was only after 


a great deal of soul-searching that the management of the C.N.R. eventually 


decided to put the fares into effect on an experimental basis in the maritimes. 


I use this illustration to make a point. Competition of the kind of which I 
_ think you are speaking is the very thing that all business institutions try to 


a 


eS 


i 


get away from. In other words, competition is something you try to control; 


hence, the price fixing agreement; hence, the situation with Canada Packers; 
hence, the Canadian wheat board; hence, the development of co-operatives in 


the fishing areas in the maritimes. Therefore, we submit that the competition 


_ of which I think you are speaking is not going to guarantee better service; nor 
is it going to guarantee a better freight structure. We feel that under competent 
and sophisticated management one Canadian railway system would be a vast 
improvement over what we have now. 
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_ that the tariffs shall be filed with the authority which shall have the authority | “ ! 
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Mr. REGAN: Noy do not even es fhe aresontod hee it pel are ee 
restaurants across the street in a small town this cate better service than i 
if there were only one? ; 

Mr. McCrorie: Our experience in SA MeHene Wari as far as small towns are ee 4 
concerned, is to the effect that competition is very successful and very skilfully 4 
‘earried on. 

We could cite a number of examples in support of this. 

Mr. Recan: I think I know what your views are on this subject. You have 
been quite fair, although I may not be entirely in agreement. Let me move on. 
From your brief I note that you suggest that all modes of transportation for 
“moving goods in this country should be subject to the same type of control as 
the railways and that the federal authority, you advocate on pages 13 and 14, | 
would have power to fix and regulate freight and passenger rates, direct invest-_ q 
ment, determine need for service, ensure the adequate provision of service, and. 
ina beneral way, harmonize service, regardless of mode. So, from these words 
I conclude that as well as fixing the freight rates for railway service and not 
allowing the railways to determine the service, you would also fix the rates 
that interprovincial truckers would have for carrying any goods; you would — 
advocate fixing the rate for a shipper on a canal or river, or even air services. 
Is that correct? q 

Mr. McCrorie: Yes. 

Mr. REGAN: As outlined in your brief— : 

Mr. McCrorie: May I interrupt? When I suggest this is what we mean, I a 
should also add I think we have stated in the brief that perhaps the most prac- | 


tical method of doing this is to permit the shippers themselves to declare what 4 
they consider to be fair and reasonable rates. What we are saying in effect is — 


: to say whether or not that rate goes into effect. at 


Mr. Recan: The authority would have the power to change the rates. Often — 
you would find situations where the shipper and the provider of the service | 
would not see eye to eye with regard to the fair and reasonable rate? 


Mr. McCrorigE: Yes. 


Mr. Recan: Would you provide the same restrictions against abandonment 
of service to all truckers as you would to the railway lines? ae 


Mr. McCrorie: Not against abandonment of service. I think we would 
prefer to put it the other way. The same principles would apply to any mode. 
The service is provided where neded, and the most suitable mode shall be the ij 
mode which is used. 
| Mr. Regan: If there is an existing trucking service which does not agree - 
with the federal authority with regard to what the rate shall be and there- — 
fore wants to discontinue its service, is it free to do so without sareetin | 
the board? 
- Mr. McCrorie: Yes; I would say it would be free to do so, but I thin cy 
the authority, as we interpret it, should have the power to provide such 
service if the private company wishes to withdraw. : 
Mr. REGAN: Woul you allow a trucker to go into an area served by 
railway? 
Mr. McCrorig: If the authority thought it would be in the public intere 

to do so, the answer would be yes. 
Mr. Rrcan: In other words, you would leave it in the hands of the auth- 
ority to decide whether a trucker could provide service duplicate to the 1 ra u- 
way. The trucker would not be free to decide that himself? | ae 
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Mr. Recan: You said earlier you thought he should. You 
trucker ‘would not be free; is that correct? 


are saying the \ & 
Mr. ‘McCrortr: Yes, 


a fairly significant development. 
The VicE CHAIRMAN: Not seems to; it is. 


* Mr. REGAN: We are cognizant of that. Your suggestion is that you would 
not only regulate this, but also the truckers going across provincial boundaries, — 
_ whether the man has one truck or 100 trucks. » 


Mr. McCrorig: Yes. 
Mr. Recan: And you say he cannot provide the service in competition 


_ with the railway unless the federal authority says so, but the trucker can : i 
_ abandon the service without getting permission to do so. 


| Mr. McCrorte: Let me put it this way. I do not think a trucker should 
_ be required to provide a service i 


) Mr. REGAN: If we are going to become too muc 
of trucking by regulation, do not the reasons you 

tion of the Canadian Pacific Railway— 
into the service provided by the C.N.R. 
_ interprovincial trucking business. 


h involved in the business ; 
have given for nationaliza- ate 
to avoid duplicate service and.:to) tiene ea 
—also apply to nationalization of the 


Mr. McCrorte: Yes. We would not recommend it at this time. We feel 
that members of parliament, and sometimes the public in general, change in 
arather gradual and slow way; I am thinking of a change in attitude. We 
mo of good medicine drop by drop. : 


Mr. REGAN: I see. I think we find your views somewhat surprising, Let 
me ask one more question. What criteria would you use in determining 
_ whether a subsidy should be provided to a specific provider of service? Are 
you going to consider the regional considerations: are you going to determine 
this on the basis of the benefit to the economy of the nation as a whole, or 
that of a particular region? In general, how are you going to decide when a 
ubsidized service should be provided? . 


_Mr. McCrori: Obviously, there is a difference here between trucking | 
and railway considerations as they now exist in Canada, for the simple reason 


The problem is whether the subsidy is on the region or the whole country. ne Hy 
Quite frankly, I do not think we could answer that question at this time. 


Mr. Recan: Even in areas where truckers are in competition with the 
ailroads, as they are, for instance, in the St. Lawrence ports from Ontario, 
ou would not allow the truckers to set a different or lower rate than the 
ailways; they would have a fixed rate and you would not allow freedom of 
ate making. There would be no competition between trucks and the trains. 
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Mr. McCrorte: We could foresee he Hocciinsie of a differences in ate; de- 
pending upon the commodity. Certain commodities lend themselves to railway 
transportation; other commodities do not. There might be a difference, there- 
fore, in the rate. 


Mr. Recan: The federal authority would decide which would go by truck 
and which by rail? 


Mr. McCrorie: Not necessarily, but by allowing the rate it would in effect q 
make this kind of decision. 


Mr. MacEwan: Could you tell me how many persons would be on this 
federal authority to which you refer here? 


Mr. ATKINSON: We have not concerned ourselves in terms of number of ; 
persons on the federal authority. y 


Mr. MacEwan: Your federal authority would go into all the matters now 
under the jurisdiction of the board of transport commissioners, including con- 
struction, maintenance, operation, and rates of railways, rates of telephone, 
telegraphy, and express companies, the tolls on international bridges and tun- © 
nels, the licensing and rates of ships on the great lakes, and any other maiter a 
defined in the act. You would also include things under the air transport board ~ 
which is given jurisdiction to regulate air transportation in Canada. In addi- 
tion, you would include matters under the Canadian Maritime Commission — 
having to do with the subventions for coastal steamships, and so on. All these — 
matters would be dealt with by this federal authority. On page 13 you say: q 


The obvious and glaring failure of the federal government, and, in . 
the last analysis, parliament, to provide for a federal authority to plan | 
transportation services on a national basis and in the national interest is 4 
disconcerting. 


To place all these things under one authority with any number of people — 
that are dealing with all these matters, and in a country the size of Canada, 4 
and having regard to the time element and the volume of applications, and | 
the number to be dealt with, do you not think that the result would be a bit ~ 
disconcerting? AZ 


Mr. McCroriz: Why would you make this suggestion? 


Mr. MacEwan: I asked you this question. I mean that now they are sepa-- 
rate. But if all these matters were to be brought together, we all know that — 
these various things do take time, and that it takes time to make an appli-— 
-eation before the board of transport commissioners and so on, do you not think | 
that the result would be disconcerting if these matters were to be dealt with 
under one body? Would it not make it rather hopeless? 3 


Mr. McCroriz: What you suggest in effect is that in a large bureaucracy, q 
the board would be by your definition inept and incompetent. a 


Mr. MacEwan: No. Do you not think that, having regard to the time elext 
ment, it would make it almost impossible to get decisions in these various | 
matters, and that it would take a very long time? a 


Mr. McCrorigE: No, far from it. I think our experience in North America Le 
administration, beyond a shadow of a doubt, has been that large bureaucracies” 
with sophisticated and enlightened management can operate very effectively. 
Take for example General Motors. That is a gigantic corporation, but if you 
want a lesson in efficiency and economy and in enlightened management, juss 
visit General Motors at Detroit. 3 


Mr. MacEwan: Do you not think that time is important, and that it could 
be dealt with much more efficiently not under one authority? Hie 
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Re iin Mr. ATKINSON: I would say that it would be not only dealt with more 
_ efficiently, but we would also have a better utilization of our capital re- 


_ sources within the nation’s transportation, and a better pattern of transpor- 
tation development. 


Mr. MacEwan: You think this authority should be made responsible to the 
Minister of Transport and then let one minister deal with it. 


Mr. ATKINSON: With respect to the question of where the authority ought 
' to be that is responsible, we think it ought to be thrown on the responsibility 

of the Minister of Transport. Let me give you a hypothetical case. My parents 
were Irish. They came to Canada under the Department of Immigration. They 
liked potatoes. It seems to me that it would make as much sense to put potatoes 


under the minister of immigration as it would to put transportation under the 
Department of Agriculture, for example. 


Mr. DEACHMAN: My question has been answered. 
The VicrE CHAIRMAN: I have Mr. Deachman, Mr. Stewart, and Mr. Kindt. 
Mr. DEACHMAN: My question has already been answered. 


Mr. STEwarT: Mr. Chairman, as you know, I come from one of the mari- 
time provinces and consequently some of the specific references in this brief 
are not ones which concern me except as a member of the House of Commons. 


But there is a suggestion that has emerged from the discussion this afternoon 
which I would like to follow up briefly. 


I want to suggest to the gentlemen before the committee that in the 
maritime provinces we have been complaining about the effects of what we 
have been calling competition of rates in central Canada, and we have said 
that effective competition combined with certain other factors has destroyed 

_ the effectiveness of the Maritime Freight Rates Act of 1927. We are now told 
that in this field competition is a kind of illusory concept. My question is simply 
this. Are we to take you seriously? 


a 
- 
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Mr. ATKINSON: We would not appear before you unless we were serious. 
I would hope that you would take us seriously. 


be, 
a 


Mr. Stewart: In other words, the representations made to this committee 
this morning by the port of Halifax commission are really a figment of a 
distorted maritime imagination. 


Mr. McCrorie: We would not say that until we had an opportunity to 
examine their brief in detail. We are not denying the existence of competition. 
We are going along with someone you have read about, Joseph Schunpeter, 

when he says that there is competition which appears in the form of new 
techniques, new developments, new means of transportation, new methods of 
organization; and that the price of competition per se is a kind of figment 
of the economist who write introductory text books on economics. All one has 
to do is to examine the record and examine the history of the development of 
corporations and one sees quite clearly that this is true. Of course there are 
- some exceptions. There are exceptions to every rule. 


i. Mr. STEWarT: I think this demonstrates that when we have witnesses 
_ before this committee in future who use the term competition we are going to 
have to ask them for a rather sophisticated definition of the term. 


Mr. McCrorie: We might ask Mr. Regan for his definition of the term. 


— 
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¥ Mr. Krinpt: This primarily is a national planning approach with your 
: fourth recommendation, and the creation of an agency under authority to 
_ assist in the determination of the need for services. What you have in mind 
_ there, and what you have already said, if I gathered it rightly, is not to place 
any reliance on the cost factor or figure, but to give it its additional term of 
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service or “need. In piher Met ee ite yee be conceives’ ee a praeh line 
ought to be abandoned without having regard. to any cost figures whatsoever. 
I think you are right, and I want to put that on record. I agree with you in this 
area about your cost figures. Your accountants have had plenty of experience 
in it; and from the experience which most of us have had, I am sure that such | 
figures are unreliable. You just cannot tie in to them. You cannot break the 
thing down. q 

Take a business corporation which has from 10 to 12 departments. You © 
have to have the over-all picture first, and then divide up your costs to find _ 
out what they are for each particular department. That is where you get into i 
arbitraries. But the decision is finally made primarily on the basis of those who 
are most intimately connected with it, and who know about the business. Your 
‘railroads should be handled in the same way. 


Mr. McCrorie: Yes. 


Mr. Kinpt: Yes, primarily. There are some very fine things in your recom- _ 
mendations, but I do not agree with saddling the broad back of the big family 4 
—mostly in your number five recommendation—of the taxpayers of the nation a 
with a thing that is not paying now. a 


“ | 


Mr. PRITTIE: What is not paying now? 


Mr. Ktnpt: The Canadian Pacific Railway. They claim that certain branch 4 
lines are not paying now, or they would not be in trouble getting a government | 
subsidy. i: 


Mr. AtKInson: If I may be permitted to comment, we are now oe 
the taxpayers, and we have been saddling the taxpayers of the nation for many © | 
years with the cost of the Canadian Pacific Railway. We think that the time has 
come when we should remove the Canadian Pacific Railway from the backs of | 
the taxpayers. This may envisage some adjustment in resources, and this will © 
envisage some resources. For example, I have a map here of Saskatchewan. If 
you take the Canadian National Railways and the Canadian Pacific Railway 
lines from Saskatoon to Edmonton you will find that in at least one spot, © 
and probably in two, they run on the same roadbed. If this is not a waste of | 
resources, then I do not know what is. On this question of competition it 
seems to me that in this situation you have duplication of facilities and serv- 
ices on both lines. i 


Mr. Kinpt: This brings me to another question. Do you visualize that n 
tionalization and national planning might of itself freeze and prevent the evol 
tion of the transportation system such as we Bane it under freedom of 4 
enterprise? i 


Mr. ArKInson: I think it was Winston Churchill who at one point said th 
in the development of a nation it is necessary to operate transportation facil | 
ties as a public utility. I think, contrary to making it more difficult to adjust 
the resource, that resource adjustment would be done with much grea q 
ease and much more efficiency than is currently being done as the result ol 
kidding ourselves that in this sense we are in a free enterprise economic 


climate. | a | 


Mr. McCrorie: May I add to that? I think this point is well taken. I do not 
think there can be any dispute about the fact that if what some people refer. 
to as free enterprise had been assigned the task of developing that rail networ. ch 
‘and system of canals which was necessary to bring about political confederati 
we would never have had confederation in this country because you simply ¢ 
not get people in a capitalist economy to invest money in areas which are 
going to bring a return. The vice- -president of the Canadian Pacific Rails 


himself makes this point very clear. It is also very clear that in terms . 
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goals even though the construction of those transportation facilities did not _ 


By realize a return of the public expenditure and investment. 


‘We are not quarrelling with capitalism, at least at this particular time. 


_ What we are saying is that the historical precedent set up in the 19th century and 


“i the function of transportation in a modern, changing and developing indus- 


_ trial economy are still the same and still hold true today. 


historical development transportation was necessary to achieve political 


i. Mr. KinpT: Is it your opinion then that society should come along to the © ee 
~ railroad after its nationalization and bail out everybody that has put a dollar 


_ in there and that may still have an equity, or should you run them through 
_ the wringer like business does, set up a system which is, by evolution, just 


right to operate, and let competition do that? Should we follow that particular 


_ procedure or, as you are recommending here, say, “the railroads are a difficulty; 


many of the branch lines are going to go by the board, now will be the time 


Mr. McCroriE: We are not advocating nationalization for nationalization’s 
sake, but we submit that in the case of the railroads and perhaps ultimately 
a in the case of the trucks or interprovincial trucking, nationalization will be © 
_ the sensible and intelligent approach to providing Canada with an economic 


and efficient transportation network. 


Mr. ATKINSON: Might I comment on this? I think you raised a very im- 


_ portant point, the pressure that can develop as a result of nationalization. It is 
_ our opinion that if the proper information can be obtained through the intro- 
_ duction of an agency which would be an information agency based on the socio- 
economics of the situation of a particular industry in a particular community 
_and would determine whether or not it is economically feasible or economically — 


justifiable to abandon a railway line, if you take this information back to 


' the community and give to that community the black and white picture, then 
' of course this pressure will be released. You can shake your head and say no, 


but the fact is that up until this point in time we really have not presented 
this kind of information to the community in an organized way and in a 
manner in which it might understand it. 


Mr. McCroriz: Maybe I could add to this and refer to the Canadian wheat 


_ board which has been established now for some years. It too was a government 
marketing agency. We are not saying that political pressure has not been 
4 brought to bear recently; we know, as a matter of fact, it has. We also know 
_ that politicians have laid claims to some of the successes which the Canadian 
_ wheat board has enjoyed in recent years. However, I wish to draw your 
' attention to the fact that owing to its integrity the wheat board has been able 


to withstand these kinds of pressures and controversies. It still functions as 


| effectively as it has before. As a matter of fact, we know of no politicians from 
any political parties who have been to our conventions in recent years who 
received a standing ovation. Farmers are not prone to showing their emotions, 
as you may know, but Mr. MacNamara, the chairman of the wheat board, 
_ did receive such a standing ovation when he appeared at our convention two 


to nationalize them’’? Is it your purpose in nationalization to bail out the people 
_ that are in there now, or to give service to the people? 


Mr. KinpT: I have one other question. You do not happen to be a member — 
of parliament like the rest of us. Once you get this under some national 
- organization and you start abandoning a line, think of the pressures that 
_ will be brought to bear, think of the length of time that this line will be 
_ kept in service when it should have been abandoned years ago. In other words, 
_ this will be a perpetuation of inefficiency. 


‘ if 
mh had 


952 Wake ‘STANDING COMMITTEE 


Therefore, what we are saying is that we would not deny the possibility that 4 
there can be political pressures brought to bear. What we do suggest is that — 
it is not impossible to create a climate in which an authority of this kind could ~ 
function. E 
Mr. Kinpt: I would not agree with you about the wheat board, and I 
might say that I have helped to set up the wheat board and to organize it; 
I have helped in the creation of the pools. What you say about the wheat 
board being an organization which has met the approval of the farmers of — 
western Canada is perfectly true. They would not do without them for anything. 
However, to say that that is synonymous with an organization that might now 
be set up to abandon railroads and to integrate all of these transportation 
systems is a different thing. 
Mr. McCroriz: We are not saying it is the same thing; we are saying it 
could be synonymous. 
Mr. Watson: I have a supplementary question to ask. I wonder if you feel ~ 
that the Canadian National Railway is run more efficiently than the Canadian — 
Pacific Railway; that Air Canada is run more efficiently than Canadian Pacific i. 
Airlines and that the large trucking concerns that are actually owned by the — 
railway companies are more efficient than the big independent trucking lines. © 
Mr. McCrortizE: In regard to the passenger service of the Canadian National 7 
Railway there can be no doubt that in recent years it has offered a far superior ~ 
service to that offered by the Canadian Pacific Railway. 4 
Mr. Watson (Assiniboia): Did you say that the C.N.R. was more efficient — 
than the C.P.R.? 4 
; The CHAIRMAN: The C.N.R. is more efficient in its passenger service than © 
theeC.P.R. q 
Mr. McCrortiz: Yes. I have never had the opportunity of flying on a Cana- a 
dian Pacific Airlines plane so I cannot comment on it but I have had no com- ~ 
plaints with Air Canada. ‘4 
Mr. Watson (Assiniboia): I am not speaking of flying on them but of © 
their efficiency. \-% 
Mr. McCrorigE: Surely it is the ultimate acid test of efficiency whether ong 
not the customer is satisfied. _ 
Mr. Watson (Assiniboia): No, it is not proof of the dollars and cents 
that come in. You could get into anybody’s car and have a good ride but it is 
the man driving the car who has to consider whether he is making more mone 
or not. 
| Mr. McCrorie: What is the relevancy of the question of efficiency if it 
does not apply to the consumer? % 
Mr. Watson (Assiniboia): The reason I am asking this is that if you want | 
to nationalize the Canadian Pacific Railway you must have reached the con=— 
clusion that the Canadian National Railway is more efficient dollar-wise. 4 
Mr. McCrorieE: I do not follow you. S 4 
Mr. ATKINSON: It is not a question of which one is more or less efficient, 
it is a question of the utilization of resources that are available and that are” 
being used in Canada for the purpose of transportation. We feel that bringing it? 
under one administration and thereby removing the duplication of facilities 
and services would create a much more efficient unit of transportation than we 
presently have. It would be easier for adjustments to take place within the 
transportation field. 


Mr. Watson (Assiniboia): This all boils down to the efficiency to event - 
ally do away with subsidies and make it self-supporting. | 
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_ Mr. ATKINSON: We would hope so. We would hope this would be the case 
in large measure. 


¥ Mr. McCrorte: If Canadian National Railways are not efficiently run, then 
_ surely there is a question we would like to put to you: Why is it not efficiently 
_ fun? You are ultimately responsible for the operation of Canadian National 
_ Railways. If Canadian National Railways are not efficiently run, the members 
3 of the public would want to know why it is not. 


} eee “h, 
= Mr. WaTSOoN (Assiniboia): I think we all would. 


Mr. McCrorte: If you do not have the power to see that Canadian National 
_ Railways are efficiently run, then who does? 


‘ . The VIcE CHaIRMaN: It is getting close to 5.30, gentlemen. I still have Mr. 


_ Millar on my list of those members wishing to put questions. The witnesses 
have to be relieved by 5.30 p.m. 


Mr. MiLuar: My question is to Mr. Atkinson and it is in connection with 


: rail line abandonment and presentation of such information to the community 
- concerned. 


4 Mr. ATKINSON: Would you rephrase your question? 


i Mr. Mitar: I wish to ask a question in connection with the presentation of 
_ Information to a community where there is about to be a rail line abandon- 
f ment. 


‘a Mr. ATKINSON: Yes. 


Mr. MiLtLar: Do you not think the public hearings that are now held in 
_ each case—and they are going on daily—provide the necessary information to 
the community concerned, and the opportunity for the representatives of that 
_ community to express their views? 


q Mr. ATKINSON: The answer to your question is that with the present 
_ method, the hearing is based on too narrow an area to obtain a proper assess- 
- ment of the socio-economic implication of rail line abandonment within a 
: region. In other words, we are dealing with a very small area, and our point is 
| that if we are to deal with it, then we must deal with it on the basis of the 
' total area affected. 


Mr. MiILLar: My reason for asking this question is that in my experience 
_ when a small railroad serving a small community is to be cut off, all the 
4 merchants and the residents of that community will appear at the hearing and 
_ object to the line being closed, but when one asks them how they travel, the 

answer is that they use their own automobiles. When one asks them how 
_ their merchandise is handled, they say, ‘Oh, well, we ship and receive by 
_ truck.” They can raise all kinds of objections why the line cannot be closed, but 
_ they do not use it. 


Mr. McCroriz: Are you asking whether we agree that this situation 
exists? This is why we have suggested there should be another component 
_ added here to public hearings. We think public hearings can be abused, but 
_ ultimately we think they are of service both to the authority and to the com- 
_ munity. In addition, we think there should be an agency, the specific func- 
- tions of which are investigative. In other words, it would be staffed with 
| economists, transportation economists, sociologists, and what have you. Their 

function would be to complement the services presently held by public hear- 
_ ings, and they would undertake regional and even national studies, which 
- would be continually revised and updated. These studies, in turn, would pro- 
vide in part a basis for the authority arriving at some kind of rational and 
intelligent decision. 


~ 


. the udetion. of this ceinee hich on propose ean dhe functio i a) h ; ow 
taken care of by the board of transport commissioners? - er) 


; Mr. McCrorig: It would be taking one of the Areeent finctions OE the 
board of transport commissioners and putting it in a separate agency. 


Mr. FORBES: May I ask a supplementary question? : 7 


vA few minutes ago you ‘made reference to nationalizing the Canadian a 
Pacific Railway in order to “take them off the backs’ of the Canadian tax-_ a 
payer. What difference is there between having Canadian Pacific Railway on 

the backs of the taxpayer and having Canadian National Railways on their 4 
backs? a 


Mr. McCrorigt: We have given four reasons why we think the ‘Canadiana ‘ 
Pacific Railway should be nationalized. we submit these four reasons must be > 
~ eonsidered as a whole. 


The Vic—E CHAIRMAN: They are contained in the brief, Mr. Forbes. 
Mr. ForBEs: I did not understand that you had qualified it. 


: The Vick CHAIRMAN: If there are no further questions, I wish to thank 
Mr. Atkinson and Mr. McCrorie for being here all day. This has been one o 

the most stimulating briefs which has been presented, and members have 
taken a great deal of interest in it. I want to thank you, Mr. Atkinson anc 
Mr. McCrorie, for attending here. 

I would like to bring to the attention of members of the committee thae 

the committee will meet on Thursday morning at 9.30 in room 308 in the wes 

block, to hear a brief from the Canadian Manufacturers Association and from 
the Branch Line Association of Manitoba, and at 3.30 in this room, 253D. 


Mr. STEWART: I move adjournment, Mr. Chairman. 


The VicE CHAIRMAN: I have a motion for adjournment from Mr. Stewar 
seconded by Mr. Kindt. 


Motion agreed to. 


The committee adjourned. 
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APPENDIX "D” a 


THE PORT OF HALIFAX COMMISSION eas 
10 Duke Street, Halifax i 


Brief to the Standing Committee of the House of Commons a 


on Railways, Canals and Telegraph Lines en nn 
to which has been referred he aie 
Bill C-120 | ae 
“An act to amend the Railway Act, the Transport Act and the Canadian | i 
= National Railways Act, and to repeal the Canadian National-Canadian — 
i Pacific Act” 


Marcu, 1965 


. on Railways, Canals and Telegraph Lines ; Me ay, 


' Unless it is amended, Bill C-120 would inevitably increase the transporta- ae 
_ tion disabilities and disadvantages of the Atlantic Provinces. Pint: 


It would turn the nation’s back on pronouncements and obligations given 
at Confederation. 


: It would aggravate our region’s disabilities in domestic transportation; 
Make the national government the instrument of additional attrition of the < 
benefits intended by the Maritimes Freight Rate Act; alter port/rail rates cm 
to the further disadvantage of the Atlantic Provinces; discriminate against = = 
he predominantly small shippers of our region; and cause a grave threat 
to the future of the Port of Halifax. 


The Port of Halifax Commission consequently values the opportunity — es 
0 place before you, for your urgent and earnest consideration, representations 


nd recommendations in these matters. 


* * x * 


“Whilst we have the St. Lawrence in Summer, and the American ports 
in the time of peace, we have all that is requisite for our purposes. We recog- 
hize, however, the fact that peace may not always exist, and that we must 
have some other means of outlet if we do not wish to be cut off from the 
i ocean for some months in the year. We wish to feel greater security—to know 
that we can have assistance readily in the hour of danger. ) 


Fe _ “In the case of a union, this Railway must be a national work, and Canada 
will cheerfully contribute to the utmost extent to make that important link © ee 
without which no political connection can be complete. SELES! 


_ “What will be the consequence to this City, prosperous as it is, from that a 
ommunication? Montreal is at this moment competing with New York for a ee 
the trade of the great West. Build the road and Halifax will soon become one ia 
of the great emporiums of the world.” RUM RM 5) 


.... dJ0hn A, MacDonald > 
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“4 have heard since I have been in Halifax, the ebicction thrown out ‘that 
_ there is much danger that you would be absorbed. It will be very easy for 
me to dispel such fears. 5 

“T answer them by a question: Have you any objections to be absorbed 
by commerce? Halifax through the Intercolonial Road will be the recipient — 
of trade which now benefits Portland, Boston and New York. If you are a 
unwilling to do all in your power to bring to a satisfactory consummation 
this great question, you will force us to send all this trade which you ought 
to have through American channels. Will the people of Nova Scotia or New 
Brunswick be better off because they are not absorbed by commerce or 
prosperity? 

‘It is as evident as the sun shines at noon that when the Intercolonial 
Railway is built—and it must necessarily be built if that confederation takes 
place—the consequence will be that between Halifax and Liverpool there 
will be steamers almost daily leaving and arriving at the former—in fact it 
will be a ferry between Halifax and Liverpool. (Cheers).” 


. Georges Etienne Cartier 


From the “phonographic report” of the Dinner given in honour of Colonial — 
Delegates at Halifax, September 12th, 1864, in the “British Colonist” newspaper, ~ 
September 15th, 1864. 


Even before Confederation, our region was very much alive to the promise a 
of railways. It was seen that railways would improve our communications — 
and open up our own hinterland for development. Many of our people were © 
confident that railways would open markets for coal, fish and manufacturers 4 
in the Canadas, and draw the expanding commerce of the interior to our sea- 
ports. For almost the first time we began to feel the pull of the continent at a 
our backs. 4 

For upwards of 20 years before Confederation, we tried to secure the q 
building of a railway to connect Canada with our winter ports. But projects — 
for the Intercolonial road had always collapsed. It was not attractive to private 4 
capital. Governments in the colonies were not able to agree on the terms on { 
which it should be built as a joint project. They did, however, build pieces of 4 
railway, designed to fit into larger schemes but insufficient to give the external 4 
connections they desired. By the time of Confederation, 379 miles of railway — 
had been built. | 

On the eve of Confederation, our region, with a mature and prosperous — 
economy, was beginning to feel the pressures of a revolution in transportation. q 
Having debated whether the promise of an intercolonial railway was worth the | 
risks and the obligations of political union with Canada, it was decided to enter 
the Union. i 
“The Intercolonial Railway was completed in 1876, and it would — : 
appear from the evidence we have received that from then until 1912 | 
the interests of the Maritime provinces were fairly well safeguarded, — 4a 
the freight rate structure being such as to take into account the require : 
ments of their traffic. The lower level of rates that prevailed on the Inter- — 
colonial Railways system prior to 1912 is, in our view, rightly to be 
interpreted as the fulfillment by successive governments of the policy 
and pledges that surrounded the railway from its inception, whatever 
impressions may have been created by the form of its administrati 
(Royal Commission on Maritime Claims, 1926) 
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“While a detailed analysis of the early rate structure of the Inter- 
colonial Railway might be desirable, it is doubtful whether this would 
serve to clarify significantly the main policy considerations in regard to 
the rates on the line. It is sufficient to note that the actual rates on the 
Intercolonial were based on the rates on other railways in Canada, but 
they were generally lower as a direct result of government policy in 
regard to the operation of the line”. (Submission to the Royal Commis- 


sion on Transportation by the Maritimes Transportation Commission, 
196), *p2.7) 


About 1912, the Intercolonial began to increase its freight rates relative 
to other Canadian railways. The program is described in the submission by 
the Maritimes Transportation Commission to the Royal Commission on Trans- 
_ portation (1960): 


Numerous other instances could be cited to show how rates on the 
Intercolonial were increased during this period (i.e. 1912 to 1923), some 
by over 200%, and where special rates were cancelled and higher rates 
substituted contrary: to the rate policy of the line prior to 1912. This 
“levelling-up” process was completed in 1923 when the Intercolonial 
became part of the Canadian National Railways System and thus subject 
to the jurisdiction of the Board of Railway Commissioners. At this time, 
rates on the Intercolonial had reached the level of those in Ontario- 
Quebec and their intended lower basis had completely disappeared. 


| The Royal Commission on Maritime Claims (Duncan Commission) 1926, 
b had this to say about the increased freight rates: 


We have come very definitely to the conclusion that the rate struc- 
ture as it has been altered since 1912 has placed upon the trade and 
commerce of the Maritime Provinces (a) a burden which, as we have 
read the pronouncements and obligations undertaken at Confederation, 
it was never intended it should bear, and (b) a burden which is, in fact, 
responsible in a very considerable measure for depressing abnormally 
in the Maritimes today business and enterprise which had originated 
and developed before 1912 on the basis and faith of the rate structure as 
it then stood. 


The findings and recommendations of the Duncan Commission led to the 
Maritimes Freight Rate Act which conferred “certain statutory advantages” 
in rail rates on the Maritimes. In practice, these statutory advantages provided 
for reduction of 20% in all freight rates within “select territory’? ‘(approxi 
“mately the Maritime Provinces) and 20% reduction in the select territory 
portion of the haul from points within it to Canadian points west of it. 


The basis of the 20% reduction is significant: 


for our present purpose, it is more material to notice that the Presi- 
‘it dent of Canadian National Railways admitted in evidence, that in 
| administering the Atlantic Division (the greater portion of which is the 
old Intercolonial system) no account is being taken in the rate structure 
of today of the special considerations which attach to it as revealed in 
the pledges and pronouncements already referred to. We feel that the 
increas arising from the changes that have taken place in the freight 
rates in 1912—over and above the general increase that has taken place 
in other parts of the National system—is as fair a measure as can be 
made of these special considerations, and accordingly should be trans- 
ferred from the Maritimes to the Dominion so that the original intention 
may be observed. We recommend, therefore, an immediate reduction of 
20% .... (Duncan Commission) 
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Section 6 of the Maritimes Freight Rate Act provided that the ‘rates so 
reduced were to be considered statutory rates and as such “not based on any 4 
principle of fair return to the Railway for the service rendered in the carriage 
of the traffic”. Section 8 of the Act provided that the federal government should a 
pay to the railway the difference between the normal and reduced rates. a 


Over the years, there was a fairly constant attrition, largely caused by | 
various horizontal freight rates increases, of the benefits of the Maritimes — 
Freight Rate Act. The Preliminary Report of the Royal Commission on Canada’s — 
Economic Prospects, 1956, acknowledged that “the transportation facilities © 
of the Atlantic region are in need of improvements”. In its Final Report, the # 
Commission went even further: It recommended “a re-examination of the — 
present effects of the Maritimes Freight Rate Act’. 


In the course of his Budget Speech of March 14th, 1957, the then Minister a 
of Finance responded to the Royal Commission’s findings: a 


There is one matter on which it is possible to act immediately. I 4 
refer to the special difficulties of the Atlantic Provinces caused by the © 
various horizontal increases in railway freight rates over the last decade. 4 
These increases have fallen rather more heavily on the traffic moving — 
from the Atlantic region to central Canada than on rail movements 
within the central provinces. As a consequence the competitive position — 
of Maritimes products in the Montreal area and points west has been — 
adversely affected. a 

A study of the average increase in freight rates since 1947 on this © 
traffic, as compared with the increase in the rest of Canada, shows ~ 
that an increase in the subvention paid under the Maritimes Freight ~ 
Rate Act is justified. That is, an increase in the subvention from its ~ 
present 20% level to a level of 30% in the case of outbound traffic © 
will restore these rates to the position they occupied in relation to other — 
Canadian rates at the end of World War II. 


What is the situation today? How effective is the Maritimes Freight Rate ~ 
- Act, as amended, without Bill C-120? Differentials in favour of non-Maritimes — 
shippers have increased with commodity after commodity. | i 
In its present form, Bill C-120 would surely aggravate this situatio 
We take particular exception to Section 334 of the Bill. It will be well 
quote this proposed section: 


334. (1) Except as otherwise provided by this Act all freight rates — 
shall be compensatory; and the Board (of Transport Commissioners) ~ 
may require the company issuing a freight tariff to furnish to the Board — 
at the time of filing the tariff or at any time, any information required — 
by the Board to establish that the rates contained in the tariff are 
compensatory. a 


(2) A freight rate shall be deemed to be compensatory when 
exceeds the variable cost of the movement of the traffic concern 
as determined by the Board. as 


(4) The Board may disallow any freight rate that after investi- 
gation the Board determines is not compensatory. | a 


The Board’s interest, so long as a railway monopoly does not exist in t 
carriage of any particular item, would thus be only to assure that the rate 
is compensatory. In effect, the Board would control minimum rates but maxi- 
mum rates would be limited only by competition. Truck competition with she 
railways between the Atlantic Provinces and the rest of Canada is much 
weaker than it is, say, between Quebec and Ontario. It follows that the railw ys 
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" 
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a And could the railways not arbitrarily declare, if Bill C-120 were to pass in 
its present form, any or all of the existing rates between the Atlantic Provinces 
and central Canadian destination to be non-compensatory, and then bring into 
_ play the covenient statutory obligation in Section 334 to increase them? 

’ ; What then is the position as regards domestic freight rates in the Atlantic 
- region and between the Atlantic and central Canada region? rae 
. The Maritimes Freight Rate Act was supposed to secure “‘certain statutory 
advantages” to Maritimes’ shippers. These advantages are in substance the 


= 


a between the general level of rates on the Intercolonial system and the general 
_ level of rates “in other parts of the National system”. This relationship was 


\ 
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_ was thought to have been re-established in 1957 when by implication the 
principle of a favourable differential in rail rates in “select territory” and 


at “select territory” to central Canada as compared with rates between 


_ central Canadian points, was reaffirmed. 


5: 
; 


“peared; in many cases the differentia] now substantially favours central 


statutory advantages” that were to have given them access to central Canadian 
markets, but many non-Maritimes competing products now move to the central 
markets with a substantial freight rate differential in their favour. 


On top of this situation, it is now proposed to place Bill C-120. 
Bill C-120 could only result in freight rate increases. The railways could 


be expected to increase their rates most sharply where their competition is 


‘weakest and to apply lesser and fewer increases where their competition is 
_ strongest. 


20,000,000 a year. If the cost of moving central Canadian cargoes to and from 
alifax and Saint John were to exceed the cost to and from United States ports 
in winter, cargo could be expected to divert to American ports. Longshoremen, 
freight handlers, customs brokers, shipping agents, and railway employees 
themselves in the Atlantic Provinces would be adversely affected. 3 
Export and import rail rates to all ports (United States east coast as well 
‘as Canadian) are now governed by an agreed “port parity rate structure”, 
which ensures that, irrespective of distance from a common point of origin 
to two or more ports, the export rate will be the same or nearly so as between 


Various ports. Halifax and Saint John are thus provided an opportunity of 
attracting cargoes despite their relative distance from points of origin. 

The Maritimes Freight Rate Act, whatever its worth in ameliorating 
domestic rail problems in the Atlantic region, does not apply to import and 
e port rail rates other than to a very few export rates for goods originating in 


“select territory”, which would not in any event come within the port parity 
rate structure. 
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Pe would be enabled to charge increasingly higher rates between Atlantic and > 
entral Canadian points than between one central Canadian point and another. 


percentage difference in favour of Maritime shippers that existed before 1912. 


confirmed and re-established by the Maritimes Freight Rate Act of 1927, and 5 


But not only has this differential favouring Maritimes’ shippers disap- — 


“statutory ‘shippers. Not only have Maritimes shippers lost those “certain — 
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Bill C-120 could mean the diversion in winter of large tonnages through- q 
traffic from Canadian to United States ports with corresponding loss of employ- 
ment and business at Halifax and Saint John. As a guide to the gravity of our © 
concern, the Port of Halifax now handles some 800,000 tons of through-cargo — 


By 


a year, with an estimated value to the local economy, for labour and services, — 


of at least $12 a ton. ; 

In thus placing a brief outline of its principal objections to Bill C-120 in © 
its present form before you, the Port of Halifax Commission iterates its long- 
standing position that whenever and whatever measures are required to secure © 
for the Atlantic region the constantly competitive freight rates pledged to it at © 
Confederation and by subsequent statutes and Royal Commission studies, the 4 
cost of such measures should be borne by the federal treasury and not by the q 


railways. 

Indeed, in view of the fact that the Royal Commission on Transportation, — 
while recognizing the problems, made no specific recommendations to alleviate — 
the transportation difficulties of the Atlantic region, which the Port of Halifax — 
considers could only be aggravated by Bill C-120 in its present form, we — 
earnestly ask that your Standing Committee recommend: a 


1. That a Royal Commission be appointed to investigate the whole field 
of transportation in the Atlantic region and between the Atlantic region and — 
central Canada, the terms of reference of such a Commission to include: . 
(a) an evaluation of the claims of the region in the field of transporta- — 

tion; 4 


(b) equalization of Atlantic region users’ costs with transportation costs 


in other regions of Canada; and 3 
(c) the present effectiveness of the Maritimes Freight Rate Act; : 


2. That Bill C-120 in its present form, be set aside pending the under-_ 
taking and completion of such Royal Commission study; or, alternatively that, 
pending such study, the Atlantic Provinces of Canada be excluded from the 


provisions of the Bill; and . 4 


3. That there be periodical reviews of Atlantic region transportation at 
intervals not greater than 10 years with a view to adjustments necessary to 
sustain the region’s competitive transportation position. ‘gi 


J. Wm. E. Mingo, —@ 
Chairman. 
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EXHIBIT PREPARED FOR STANDIN G COMMITTEE ON RAILWAYS, 
CANALS AND TELEGRAPH LINES 


Subject: Comparison of Rail Traffic Moving Under 
Different Rate Classifications 
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Comparison of Traffic by Number of Carloads 

Maritime Region to Maritime Regions pee gus ay ee ene 
Maritime Region to Eastern RESTON ee ee a a a 
Maritime Region to Western Regions. oo 


Eastern Region to Maritime Region 4 Wiad y, Sony) Ce oe 


Comparison of Traffic By Revenue. 
Maxime Reston to Maritime Region... 2.2, 40 ae 
_ Maritime Region to Eastern Region .......................... 
paruime-Hegion to. Western Region 0,3... s.. 2 ee 
astern Reson to Maritime Region’... #:) 2.9.) 0.0. 1.6 ee 
Hesterm Region to Hastern, Region’ .:....004.5...: 6c. eee 
faster, Khegion to Western Region \.. 2.6). 0.06 in See 
Wester), Kegion-to’ Maritime Region . i... 2 )0., 9s ee 
wyestermencrion to astern Region...) ..0;. svn; y) book ee 


pester hegion.to Western: Region: 7) 4140. 67!" ee ee 


Pe eriamtormandy Analysis 7 )h.c4) Mil ek Oh Sa aReat ee Ga ee 


Department of Transport, March 8, 1965. 


21827—53 


961 


Exhibit I 


‘o96T ‘g YorvyT Wodswery, Jo yuourzzedeq 


= els = 
‘6MC4IO ‘Joy 8 ueEn?) >, OWseLL, Tey-ilVv popyreg ‘SIsA[euy rqAe M,, ‘SteuoIsstwUL0Z) yrodsuviy, Jo prvog :HOUNOg i 


Soe = 0°22 voy 88% 06% 61S L¥0'T 0's 89. e061 


el — 0°02 LOv CIS 1eh g'99 Slt G3 as 6961 SS des ie eee 
oo 9°81 98 9° OLF 6°29 B00 RO 196. ieee 
o —— - o8t 888 G°€ 88h g'49 1st‘ 9°€ 7, 0961 ae ge : 
is — — eel Cee OBE 18h ¥'89 G68 oF GL 6961 Sepsis 
i — — See ad 8°98 9 Z'9¢ 720'T 9°€ 99 sc6r Se eel 
= SS lt 188 89 0°29 COLT 8'€ *, LG6t 45 45 
~- 91 1g 9° 82 ogg 8°99 wer oa 09 9961 ae Be 
= — or 1 8°92 629 §'OL g69'T 6% 69 cc6r ae Be 
388 a = v0 I 0°93 61L 81h 910'2 82 28 F961 eee 
Ta = = 9°0 qI 6ST I? g° 62 6£0'Z (aa LOT E961 
= — 8°0 &2 6'F1 elt 0°18 O96 'Z g'€ 16 6S61 
= = 9°0 él 8°91 cre @' Sh 709'T VF £6 1961 
== = 70 8 g°8 991 G98 eet 8 y co 6F6I 


: — [e10L, 12101 =: Speopzeg 1879.L SpBo[rey) 1®79.L Spore) T?790.L SpBo[Iey) 1?79,.L SpBOTIBD IBOK oj, wor 
es eee jo% jo "ON jo% jo “ON jo% jo ‘ON jo% jo ‘ON jo% jO “ON 


ees s$oyey UlBI4 sosIVyO peolsy soyey AJpourulo07; soyey AJIpoumUoy SoyVY SSBIO 
ph Oe AIOINYCIS dATIIYOdULOT) OATIL}OCULOD)-UO NT 


ee SS = eOGI-6r6r | 
A a SNOILVOIAISSVIO ALVY LNAUGIIG UAGND ONIAON ~ — oe 
SEE sal Ses OMAVUL IVY CVOTUVO dO CVOTUVO Ad NOSIUVdWOO © Ses 


>, ze a = : im 3 Z = Ee Ree a S 


% of 


“Total — 


ory x : 
feel 


Statu 
Grain 


No. of 
Carloads 


of 
Total 


awa. 


Agreed Charges 


iter, Ott 


ATIONS 


No. of 
2 Carloads 
in 


SIFIC 


Queen’s Pr 


1ve > 
% of — 
Total 


CARLO 


1 Traffic”’: Que 


i 


Competit 
Commodity Rates 


No. of 
Carloads 


ria 
in 
< 
ms ¥ 
Ey 
a 
2 
jan 


ive 


r, of 


Total — 
Carload All-Ra 


ympetit 
ommodity Rates 
sis, 


i) 
ake 
1 <q 
& 
ical 
Nien 


~ Non-Com 


No. of 
Carloads 


MOVING UNDER DIFFE 


“Waybill Analysis 


0 of 


- COMPARISO 
Total 


IRBIDUDLE 


aS 


Class Rates 


No. of 
Carloads 


ek ransport Comm 
port, March 8 


Year 
rans 


. 
. 


Board of 


NOIDEY NUALSVa 


To 
artment of T 


Source 
Dep 


NOIDEY AWILIVVW 


ie 


re ee 


bel | 


TeIOL 


TeOL, 
jo% 


soyey ulBig 


A104NYVIS 


1230.1, 
jo% 


spBopIeD 
102 ON 


SsosIVy) poolsy 


€°8. i 
Ga9= iE 
0°06 i 
L’l T 
8°V I 
€'&€ L 
0'st € 


[e1O], speo]1 


BO 


jo% jo ‘ON 
soyey AYpourulo07) 


dATP od UOT) 


Lp G 
0°02 I 
Gye 9 
0°02 iS 
0°0¢ ? 
0°09 g 
1°89 L 
8°8g OT 
Z°3S Zz 
8°08 t 
1°81 g 
8°82 G 
8h I 
7°08 L 
[81O.L speopleg 
30 % jo ‘ON 


soyey AP powuUMo0y 
9AT}I}OCUIOD-UO NT 


0°S¢ & 


0°92 
0°07 
VIZ 
0°02 
eee 
1h 
8°22 
"19 
"18 ai 
VTL GT 
6°19 él 
9°9¢ eI 


CO be Ol 0) rst Oo i OH 


[210 Spvopley 
jo% jO5ON 


soyey SseIO 


6761 


VO 


oO 


NOIDGY NYALSAM 


L 


ul 


NOIDdY AWILIAVN 


we 
SpBopIeD 
jo"ON 


OL] 


ee : = SPE E SS a ee eee SE TT = 


@ IV 
J Waxy 


€96T 


—6761 


SNOILVOMISSVTO ALVA INAYdIAIG UAAGNN ONIAOW 
AAVUL TVA AVOTUVO AO GVOTUVO Ad NOSTUVdANOO 


965 


"GO6T ‘8 Youvyy ‘rodsuviy, Jo yuourjredeq 


= "BMBIIO ‘1OJULIY Suen’ :, OMpely, [ley-[Ty peopreg “SISATVUY [[IqAVM,, ‘SIOUOISSTUIUIOD 4yIOdsuBIy, JO pivog :Gounog 
ine ea a ee a ee eee 
S61 ‘T = — G°Lt OIG T61 866 9° Lh 89¢ 8°ST 68T 6961 
wy 698 ee nee 6°éT OcT 9°9¢ 166 6 °&? SLE 9°9T evl C96T 
= £90'T = = ¥'8 06 8°63 CVG O'TS GPS SLT 68T T96T 
a : 062 a = O'IT 18 6°96 L0G 6 OF 81g 9°63 SLT O96T 
ee: fn $19 ae = 0°6 T9 b 96 SLT I'o¢ LES G62 66T 6S6T 5 & 
: 2 $08 = a 6°¢ I G81 671 8° LP S8E 8°63 OFS 8961 = 4 
: jc FI6 fee ee 8° ZI 1°61 O8T T° 8P 68h v0 813 LS6T : s 
= EB 600 ‘T ae = ee | &I $°3S Gs £°6 veg 6°83 OFG 9S6T es a 
5 S 688 | — — £°0 $ 9°LT coT 6°19 9S 6°02 SLT S61 3 2 
‘Rasen : 906 a = L°0 9 6°9 9 0°39 69g v'0E S26: PS6T S S 
s 4 OTL = a v0 & Tg 98 Sosy &6E 0°67 SPE e961 
5 | = g18 = = 9°0 g €'F Ge b6F Z0F Loh 128 e961 
ae oO | £68 oe: = ¥'0 ¥ L°0 9 L°Lg STS ae 7 89€ TS6T 
> a 00 ‘T oa = OT Or € 61 = 861 ViIy OTP & 8 ¥8E 6r6T 
= 
4 jo% or ON jo% iON jo % 10 ON jo% HON jo % 7oSON 
= s So}BY UIBID sesIVyO poosy soyey AYIpouruw0,) soyey AJIpourUIOD SO}BY SSBlD 
* A104NYC49 sATITYoduLOD 9ATPIZOAUIOD-UO NT 
| £961-6F6I 
y @Vd SNOILVOIMISSVIO ALVY LNAYAIAIG UAANA ONIAOW 
] WaIexy OIMVUL IVa GVOTUVO JO GVOTHVO AG NOSIUVAWOO 


ines Pi aa? = = t ’ i 2 * - E > at as : oy Pe. = a * EY" paid bo. ee ee ee 
a - : ‘ ss ; R : ; : Pa ee ee eee : = wie ~ eee Ras ee _ _ ” x _ a 


oo. 


s006T- 9 ere i OaSEEL 703 oe 


a a 7s O88‘ 9°68 gcz'e g°FE 666 'T e"I COr £961 ee 
EL = £°62 68%‘ 60F —«-:002'€ G12 ea 'Z eZ OLT == = Se See 
= —- 628 781 ‘2 6°8E 8c0'e G‘Ie GLY‘S ey sel. -F96E | Sree 
eS Pe LW E18‘ 0°88 WBZ = GE Aes ee 9¢I 096T : 
| _ = 7°13 199 'T 8°8e 686 ‘Z LE £68 °S ¥'S P81 6961 B = 
— —- on 09F'T 8°68 1¥3‘¢ Z°6E VOLE Ie 186 8c6r 4 3 
- ~ Z°PT 208‘ 6°88 i(i«GZ'E 6°GP GE9‘g 0% Tre LS61 = = 
mo oa — Lat O9T‘T 6°68 G79 '¢ LSP 086‘¢ Le gee 9S6T = = 
a ee = _ 8°6 0g8 47 0gL‘e Leh . 964 'E Le Gze CS61 a o 
ae = 0805s a = ra 1¥0'T G°9% 00'S 9°95 G89 ‘F oF Pe F961 S) S) 
— — LVI 086 ‘T G°8e 296‘ G°1g 786'F g°g 297 ec61 
Z = — aa Z9G‘T o'8T 208‘ 8°19 sel‘9 eh 962 ZS61 
: = _ 0°SI 266 6°ST sie‘ 0°¢9 602 ‘¢ 16 GhL 1961 
: 02 — — 101 £16 GST 961 ‘T Z°29 eF0'9 Z°6 768 6P6I 
aes = [Roy == [210], spvopl1ey [ei J, spvopieg 120], speopreg [e210], speopIeg [eIOL speopIeg IGOK oy, wo 
= ee 0% JO ‘ON 0% jo ‘ON jo% JO ‘ON jo % jo ‘ON jo % jo ‘ON 
Z z Se ee = SoPveY uUIwIr) sosIVyy possy SoVVeY AyIpowuuwuoy So7yeyY AyIpouurodedg sozyeyY Sse 
Ze oe ee oe Set A104NYeIG @ATITIZOACUIOD OATIIZOACULOT)-UO NT . 
oe | e061-6F61 | 
: pe 8 WON = —-« SNOLLVOIMISSVIO ALVA LNGUAAIGIG UMANN ONIAOW 
2 ee OlAVUL TIVE CVOTUVO AO GVOTUVO AG NOSIUVANOO 2 


es oe tener! ‘8. qoreyy ‘qxodsuexy, Jo quourysedeq 
ees vento, ‘oq 8, jason 1 OUEEL weay prong Sean THe, sono EIOG uodsuer, JO prvog :dounog 
Sh es Ts = Wi 9-08 S00 68 6g £961 | 
= oS se eS ee a ie Me ae 1s th | 3 
SS = 00 ee re 6°92 G81 Sarat £6 1961 
= 0'9F ie = py 6d, 7°92 ZI 2°91 ZIT 096T 
: = er Se a PLS Eel 8°ST OZT 9°S2 P61 6S6T 2 S 
SoS = = SS 1°88 8S Seal BS Te SST 1°SZ 781 Sc6T 4 = 
———— = 8°8e Tre 8°ST 681 e°1Z 181 IFS ce L961 2 = 
= e°1e 982 6° AT eT 6°8T. ELT 618 The 9961 zo by 4 
= Se 74 SUG OIL aS 831 Ze 09¢ — GS6T 3 o 
a = i oe S32 GLT PST eeT 16> age FOOT S 4 
= sos I’ ze 1°98 ie Vit ai 1'6F ae e961 | . 
oS - - Bel eS at vel ¥°99 709 2061 
= = = _ U'8t aT L's Ora OR z£9 1961 
See —— —— — 6% = 0h 9°83 022 CTL 999 6761 . 
PReers on speojien zs 1e90 J, = speopieo ne Spevo[IVD “yeqOY, | speopreg 1239], speopre9 wax tO, A | F 
gee J0.% Jo RS JOON Jo jo ON jo% JOONES : ae 
=e = Ge urern) z = sosrey ‘povlsy = S076 Ayrpourer0y oe Soqey Ayrpourm0g = SOqyVY SSBIO == : : : 7 2 = 
oe es : See eee es eee OATITJOUUIOD = meP PEON a= : = = ee ye 


pee SNOLLVOMISSV10 ALVY INGUALAIG WANA PNIAOK 


Se — OLLEVEL TIVE AVOTHVO HO dVOTUVO Ad NOSTUVaWOO 


it 


Tg =< oe 6°€ G ae ks st 
68 oz be oT T G&S 61 
08 oG G oT T $°GE 96 
ae og we “Ee 8's 6 a Ad &% 
. Bee Tit GF G LZ g e°ST 1 
e248. ~ — — -- ¥°e II 
—«L8T 8h I 9°0 I 0°6 ST 
6& ia = 9°% I 9°&h LT 
6r = a 2 = (anes 9 
G2 L% G oF I 0°8 9 
09 &'é G a. = ee 4 
7g L's z % = 9°¢ es 
66 oS S eo eee G81 ai 
‘SOT Str rz rs =F $°6¢ T€ 
1290], [e1O.L SpBOo[IBD [210L spBopIea LON Fi SspRopIed 

jo % Seo jo% ION jo% POON, 

SoyeyY uUlvIH sesIvyO pewsy soyey AJIpOULULOD 
A1IOIN{BIS 9ATITJEAUIOD 

£961-676T 


1 aovg 
] WaiHxg 


L°8S 
G'éL 
€°T9 
T'87 
L°SL 
8°8S 
y'18 
T9P 
8°98 
0°88 
v'88 
0°18 
1°08 
1°99 


18301, 
jo% 


9&t 


SpBopIVD) 
19--ON. 

soyey AJIpowMULdOD 
OAT}I}YOCULOD)-UO NT 


0°% 
v'G 
GG 
8's 


et 
8's 


1210L 
jo% 


SNOILVOIMISSVIO ALVU LNAYAdMdIG WHAANA ONIAOW 


OMAVUL TIVE GAVOTUVO JO GVOTUVO Ad NOSTUVANOO- 


wet OD) CNC GON EON UCN ONS tet 


SpBopIeD 
aC2ON 


$9}BY SSBID 


£961 
o96T 
1961 
096T 
6961 
SS6T 
LS61 
9S6T 
SS61 
PS61 
e961 
CS61 
TS6T 
6r6T 


ICOK 


"COB ‘8 YoIeW ‘Waodsuvsy, Jo Juourjzredeqd 
"EMBIIO ‘AOJULIG $, U9’ +, OUfELL [VU-ITV PeopreyH ‘sisATeuy [ItqABM,, ‘SLOUOIssIUIUIOD yodsuBIT, JO p1vog :MoUNOg 


NOIDGY AWILIGVN 


NOIDGY NYALSAM 


Nee 


RAILWAYS, CANALS AND TELEGRAPH LINES 


969 


18401, 


£°0 G 
Gt 9 
g°0 G 
6G Las 
ST Tt 
&'v I 
6'T or 
GG ST 
ol LZ 
L% 9T 
6°% v1 


[®10], SpBopIVD 


 4J0% gO ON 


SoveY Ulery 
A104NY84G 


GL 
9°9 
VG 


66 
GV 
6& 
T§ 
06 
L 

a 
OT 
IT 


123O.L SpBo[Ieg 
jo % 10 ON 
sosIVyO poosy 


¥ 8P 196 
66S 1&€ 
¢°09 Lg§ 
$°6S £66 
Lvs L1G 
8°0F £96 

Ee 45 6&6 

L lt G13 
9°F§ €8T 
GGG GLT 

¥ OT 9 
GP 96 
6°E 61 
1°81 €9T 
[#10], SpBopIBy 
jo % qoSeN 


soyey AIpomumo0y 
9ATIIYOAUIOD 


e 


Ley SEs 
TOF VSG 
Lie L8T 
GSE 6ST 
9° VE LET 
GGG 9&& 
GL STP 
G6 6LE 
GLg c0E 
0°02 L8P 
T°S8 80S 
1°68 Tes 
9°S8 LGV 
Lvl 6L9 


[@10], SpRopIVg 
Jo % co NT: 


soyey AIpouUIOD 
9ATII YOU ULOT)-UO NT 


"GO6T ‘8 YoIBy “41odsuv1y, Jo yuowyiedeq 
"BMBIIO “IOJULITG §, USMY :,,OIFeRLT, [LVY-[TV Pvopsey ‘sisAyeuy [IqAeA,, ‘SIQUOISSIUIUIOD JOdsuv1y, JO prvog :aounog 


LE Sa a Sa ee 


10 Vv 

8°0 g 

ao La! 
8°0 v 

Lg 06 
pa oe: ¥G 
6'F 9€ 
VY o& 
a GG 
Ll Gl 
ae 06 
Ts 8T 
9°L 8& 
GL s9 


[v0], SpvopIedg 
jo% soeSN 


SoyVY SselO 


&961 
o96T 
T96T 
096T 
6S6T 
8S6T 
LS61 
9S6T 
SS6T 
bS61 
eS61 
CS6I 
TS61 
6761 


IVoX 


NOWdd NAALSVa 


NOIODHY NYALSAM 


0 ee ee ee 


8 BDVg 


J Wax q 


£96 I-6P6T 


SNOLLVOIMISSVTIO ALVY LNAYAdMIG WAANNA ONIAOW 
OMAVAL TIVE GAVOTUVO JO GVOTUVO AG NOSINVAWOO 


— os : > 
ae < => 


dsuezy, 


“GQ6I ‘g Yous ‘910 


NOIDHY NYALSHM 
NOIDEU NYALSAM 


~ 1'9F 168 ‘F g°9 66g ZL £89 9°98 Z8P‘e ge zoe «GT 
968 666°. s«d''F iaG7 gg Fg G°9F Z1L ‘+ 9°F PLY Zo6T 
Z'08 Z90'Z 8°Z 161 0°9 60F G"¢g 6LL‘E Gc 8Le 1961 
ae — a4 682 g°g 6LE €°18 829 ‘8 G9 749 6F6I 


2 = a -— -peqoy, eyo, speopIeg 1®19,L spBopleg 1210.L speopIeg [e190], SpBOopIsD) 1840], SpBOoTIBO ItoX oy, worry 
Se jo %. JOON jo % JOON jo % HO5ON JO % JL ON jo% JO "ON 
ee — $0VeY UleI4y gesIeyO poolsy = soyey AYIpouru0D, soyey AYpourUo0, sozey SsuIO 


£109N484 @ATITJOUUIO 9AT}IVEdULO4-U0 
S et 0 a: D-UON 


ee | “_- $961-6F6T 


SG 90% | SNOILVOMISSVIO ALVU INTUGIIIG YAGNA ONIAONW 
 [uamxg CS OMAVUL TIVE GVOTUVO JO GVOTUVO Ad NOSTUVAWOO 


Soot Ps Z . se < ac _ = a = : : — 


| oe ee a qoreyy syodswes, jo quomzedogy — 
= ) ee BART oyu 8, woe OBL wera oopre) ‘sissqeay Tae, ‘sxouojssturM0( quodsuesy, yo pieog- ‘moun 


3 | SLI — SS aaa 5 aro PGS 16g i ee 
ee SS a 86208 Le ELS aD Be“GOT SL 790 ‘9T 2961 
| a - = oS Syl WST'IE, = ees FOF = 89 “80T esr 861 '92 — 196r 
eS a : Se er 128‘Ts 6°¥2 yes'0g BBY GENTII. «8ST 620‘8Z ——O96T 
pee ng 61903  -0'9B.-—S——«8‘8g oe ee 4 eee #9190 6961 a 
ee 'L + 628'2 8'0g T9879 = 89S GZL ‘OTT 9°6 19661 S961 : : 
= = == £5 6S 9°23 T8629 8°6¢ 109 ‘S&T 6 OT PEL ‘SZ LS61 = = > 
— — — rT ISt‘¢ Z°Lz 110‘09 Z°6g ZL8 ‘OST S281. T¥0‘LZ 9c6r = e 
| = —— — O'T ests. 8°8Z 6F1 ‘0S F°€9 LIG‘88T S°IT 0€8‘F% Go6I <6 Qo 
: — = G0 GFL ‘T 8°28 LPL ‘29 g°99 S&F ‘SFT 69 902 ‘ST F961 y Z eS = 
— — = 6°0 Bee ole LL8 ‘8h 0°69 eIL‘crl «#68 Ssh ‘81 eS61 eee 
: = = ae: 6°0 £06'T 1°02 GOP ‘TF 8°OL PSE ‘GPT fee 120‘81 Z61 
| = Se 80. =< 080'T 9°81 L18‘9¢ GCL = S29'86 18 F216 ‘OT IS61 ? 
vie.  — . = $0. 669 G20. eet £08 488201 £°6 £06 ‘TT 6F6I 3 
“yejoy, | OnUaAdY ioe -enuaaoyy 2 ee : vot [®10, onuoAey =[ejoy, onuaaoyy oe hes oe wOL 
ee ee Soa eh ee a ee ae ES : , 
= s0}ey oe = S35 pooisy ‘soqhY £qrpourur0/ $04e yy Aqrpowrwi05 ae soqey SSBIO - ; neie = 
ee a ee — eee es y ee a ee en er a ae = Fg eee 


> - 2 = 
ee ; * 


Sos ae | Oe ee ee 
= SNOLLVOLAISSVT0 aLV INGYAATG MANA DNIAOW , : 


vs 


STANDING COMMITTEE 


72 


SEEe —_—_——$ $< —$ $s Ore OOrnnVuUuyrrmeoeoroor 


Be 468'100 


008 ‘982 
FIZ ‘012 
68s 01S 
788 ‘622 
6S “102 
Z00 ‘002 
SCL ‘OFS 
P61 ‘PLT 
GET ‘T0Z 
066 ‘T1Z 
882,‘L02 
089 ‘THe 
Z1Z‘e2z 

g 
18301 


a eS Seaaawwves ooaououwm=s 


Il 9Va 
J uamxg 


[#190 L ONUdADYY, 


jo% 


soyey uleIrn 
AIOINVIG 


 BMB1IO ‘OpUTIG $,uoINH :,,OUfeLL, [PU-[TV Peopre_ ‘sisépeuy [[IqAVAA,, “‘SIOUOISsTUUTO/D q10dsuviy, jo pivog :aounog 


G'GE 
6°é 
T°0€ 
G66 
°SS 
9°61 
v' 61 
L’9 
T°¢ 
8°0 
T°0 


12901, 
jo% 


193 ‘¥6 
86 ‘62 
62S 9 
¢9% ‘19 
y9g ‘TS 
36S ‘68 
G02 ‘88 
80P ‘OT 
668 ‘8 

vPE ‘T 

69§ 


G6 


ONUdAIY 


SOSIVYD PssiIsy 


yor L¥8 ‘SP 
v'LT 682 ‘TP 
6°81 G69 ‘6 
SLi T9¢°L8 
O°LT £90 ‘6 
0°F1 GSS ‘8E 
6°IT G18 ‘ES 
9°21 6SP ‘SP 
9°S¢ SES ‘FP 
Nae 069 ‘og 
$°6 262 ‘61 
6°9 88F ‘FI 
1°8 18961 
o'8 C63 ‘ST 
$ 

[230 enueAdry 
jo% 

soyey AJIpourm0D 

QATITJOUUIOD 
€961-6F6T 


O'S? 
G'&P 
6° PY 
TSP 
o°ss 
G’Ps 
v'19 
3.99 
¢°T9 
6°09 
G°LL 
8°PL 
¥'OL 
evLL 


12901, 
jo% 


soqyey AIpowmUIOD 


06% ‘OZT 
860 ‘ZOT 
CHS ‘$6 
O<T ‘TOT 
HO ‘9ST 
PS ‘60T 
6SL ‘321 
80S ‘Z9T 
OFT ‘LOT 
909 ‘221 
QOT ‘F9T 
LZ ‘SST 
018 ‘691 
G6F ‘CLT 
$ 


QnudAdY 


9ATII}Od W104)-U0 NY 


rs 962 ‘6 
g°¢ 816 ‘ZI 
Loess SL ‘C1 
6'F 9F8 ‘OT 
Gg ¢99 ‘ZI 
6°TT 106 ‘€% 
eo £99 ‘FT 
6°6 SHE ‘TS 
8° 819 ‘ST 
ret 663 ‘9% 
Let eZ °1e 
€°81 816 ‘LE 
G'1Z $86 ‘TS 
¢'FI SOP ‘GE 
$ 
[#I90,.L onuvAdY 
jo % 
SozVeY SSBIO 


SNOILVOIJISSVIO ALVY LNAYAAdIG WAANN ONIAOW 
OlAVUL TIVY GVOTUVO JO FONAAGY AG NOSIYUVANOO 


£961 
6961 
T96T 
0961 
6961 
8961 
L&6T 
9961 
SS61 
vS61 
eS6t 
6S61 
TS6T 
6F6T 


IeoX 


NOIDEU NYALSVa 


OL 


NOIDEY AWILIYVA 


Woly 


“COB ‘8 Wore ‘qaodsuery, joquouyredoq = 


973 


“GO6T ‘8 Youre “Q1odsuv1y, Jo yuowjyredeq 
“BMBIIO ‘TOU 8, uo :, Opel TeY-[Ty peoprey ‘sisAyeuy [[IqheM,, ‘Sreuorssturu0D yzodsuviy, Jo prvog :sounog 


a a eS 


166 ‘TT ao = ¢°8T BESS 8°OT £63 ‘T T'8P 011 °S 9° GIL‘ €96T 
L9G = = 9°TL GOL‘S = = b°8Z C6P‘T = me 961 
: 911 ‘ST ee Ss FFE L&V‘9 og 986 8°0€ 082 °¢ 9°66 egg “¢ T96T 
“ | q €88 “¢ rae ro G86 899 ‘T = ae vST 806 v'9¢ LIE‘ 096T 
= P8C ‘ST a te ¢°0€ 199‘ ra nig e°Sh 966 ‘9 CVG 169‘ 6S6T = = 
PS STE ‘OT as ome a oe 0°61 696 ‘T 1°69 bel’, 6°11 612 'T 8961 zl = 
2 0ZE “ST +5 ete 0°ST 400 ‘% nae ee €°a¢ Lhe) 1°66 Cr6 LS61 2 : 
a 908 ‘6T ce rs == = af 678 L°9§ F962 0°6¢ £69 ‘TT 9961 ise = 
4 Z40 ‘6 = =e = = ae = 9°€8 F20‘E 4°99 800 ‘9 Gor o 3 
: = FOL ‘FI — — — — zg 608 ‘T 820% gic‘g 0°39 £60 ‘OT $961 oes 
. n 6LL°LT = — ie es oe cr GT 101‘ G°C8 819 ‘FT e961 
Z : 162 ‘&% ee ae a me 9°9 CLS ‘T 9°81 A ag 8°PL £62, ‘LT CS6T 
: cS $99 ‘9T te ~ | ae oon GSP geo" 0°9 866 8°8P ESI ‘8 TS6T 
ss uy ¥9E ‘FT id si = G°& OLE‘ 8°S¢ 669‘ L°0S 66 '2 6F6T 
ee r : : 3 : : : 
= = 1810], [@}0], enudAdyy [210], onudsAdyy [®10 J, ONUdAIY [®10], onudAIy 1820, ONUdASIY Ivo Oo, woig 
é ae . jo % jo % jo % jo % jo % 
<4 Y i sozey uleI4 SOSIVYO poolsy sozyey AP pourul0y soyey AJIpowmuUloy $9}BY SSBID 
= 4 . &I103Nxe1g dATPTYOAUIOD OATFIJOCUIOD-UO NT 
= és ; I ee ee Ee ee 
ol GV SNOLLVOIMISSVIO ALVY INAYAHHId WAACNA ONIAOW 


J Laie xy OlW4VaL TIVE AVOTUVO AO AONAHAKY AG NOSIUVAWOO 


~ =i 
aa 


“C961 ig TontTr code jo qu my 1edo, : 
Se eee ; "EMBIIO ‘IoJULIg Swoon’ :, OBely Tey-TTy peoprey ‘sissyouy THGABM,, ‘Stouorsstum0Z es jo ee :dOUNOg ASE eee 


= = 0°83 680 8&1 6ST — STL"68 b bP PST OF 1°91 992°S6 = 896. . : Ses 
eee SLI LOL‘¥9 9° 620'88 «9°68 786 ‘LPT 9°61 GE6°CL  —«-G06T : 
= = 8°6 GHO'Sh = BBE 81 ‘26 6°LF 6F3 ‘01S 1°02 EIT ‘88 1961 
ee = 9°6 Cay se. = «EWG O19 ‘28 L'3r P96 ‘OFT SFG 198 ‘€8 0961 ie = 
= = g°¢ SIT ‘ST 6°3G gee ‘TL 1h 019 ‘831 1°08 F28 ‘66 6961 : 2 
= ann L°% GFP '8 O°LT 636 ‘ES 8 °6F 699 ‘OST 0°18 Th ‘86 861 | = 
ste = g°T Gog ‘g G°9T 698 ‘8S O°8h 89169 0's 976 ‘GIT L&61 5 4 
- = 80 180‘S 0°61 GPF ‘99 6°3S 086 ‘FST 8°18 GTP ‘96 9¢61 2 = 
~ m= T'0 69T TST TL8 ‘TF 1°69 BGS ‘GOT 1°93 PIF ‘69 Sc6r = 5 

19h = = &°0 eg 6°9 g9s'1Z (0°29 GSI ‘GET 8°08 800‘L6 F961 2 gs 

708 ‘802 | = pe Sl Loy 0's SF1'8 8°9F ¥08'G2I 0°0S 868 ‘FET e961 

89S — - Z°0 789 L°0 FOL‘ G79 = ST6‘OFT. «OH «= SOTSIT «=I 
9Gh‘992 : = = TO 8s 9°0 wet 0°#9 GLE ‘OLT e°98 286 ‘66 TS61 
6s0'1se = = ¢°0 B02 'T 1°91 100 ‘GF b'OF 999 OTT P98 886 ‘16 6F6T 


$ $ 


[@10,., enusAedry [@10 J, onuoAdYy [#409], OnusAdIT [®19], enueAey [810], OnudsAdIy Ivo XK OT, WoL 
JO % JO % JO % JO % jo % : 
= soyery UTBIL sesreyo posisy so1ey AWpowuUloOD soyey AYIpourUIOD $94BIJ SSBIO 
A104NYV1G 9ATITYOAULOD 9ATI19CUL0T)-U0 NY 


ee : = €961-6F6T Z 
Se ae SNOLLVOIMISSVIO ALVU LNAUAIAIG UAGNA ONIAOW © | eae 
et ee  OWAVEL TV GVOTUVO JO HANGAGY AG NOSIUVdUNOO . 


975 


"GO6T ‘8 Gorey ‘yaodsuvry, jo queulyiedeaq 
“BMEYIO ‘IOYULIG $,WeMN’ :, OUfVIy, Tey-y peoprey ‘sisAyeuy [iqAe,,, “SIOUOISSIMIWIOD J1OdsuBLy, JO preog :aounog 


a ee NS eee 


Siee 60 ‘369 ‘T = = at G2g ‘Seg & OF G62 ‘199 1% God ‘00P 61 020 ‘TS £961 
018 'z6r' = = £62 688 ‘98h 1°07 Z86 ‘L69 1°93 09T ‘068 oF 688 ‘29 ZO6T 
: FOS ‘OSPF ‘T = = €°8Z SPP ‘F0F P68 QTP ‘9S £°8% 000 ‘¢0% 0% 099 ‘2g T96T 
J 962 ‘z8e'T =< = 0° 896 ‘TEs 6°88 £66 ‘LES Ee 162 ‘19 L°8 S83 ‘TS 096T 
= €29 ‘ZIG 'T = 9°61 GPL ‘962 9°68 LPS ‘86S T'9¢ G89 ‘CFS LY 999 ‘Td, 6961 BS 2 
= £99 ‘OSF‘T = ee ¢°ST €80 ‘FS G88 «626 ‘EGG aaVig TL ‘E8¢ 19 OS7 ‘88 8S6T 4 4 
= S GOP SPS ‘T ee ee vOr 6IT “TOT LF LIO ‘98S | Lle 08S ‘98 SL 682 ‘6IT LG6T 5 = 
BF ee a 010 ‘899 ‘T = = 1°8 CBI ‘PT 0'FS P18 ‘9g Gog PPS ‘LES 8°9 L8G ‘EIT 9S6T ts fy 
og «886 "826 "T ne = 9°9 C82 °€8 1°86 P8L ‘P98 b°Lg G62 ‘CEL EL LLS ‘G6 SS6T Q Q 
ae Bet 888 ‘99F ‘T = rai g"9 LL9 ‘G6 0°02 £0 ‘F6% §°¢9 L0G ‘196 2°8 TLE ‘61T P96 S S) 
= 2 ty FOL‘TCP'T = — o°2, 860 ‘201 $91 SPL ‘T&S 8°99 L¥9 ‘S86 Or L0G ‘L¥T SS6T 
: = O16 ‘999 ‘T = = 6°2 610 ‘SST $1 9F8 06Z b°79 997 ‘S00 ‘T v'St 689 ‘80% S61 
| oS 186 ‘G9T‘T = = T'8 TEP ‘16 SI 982 ‘FST 29 916 ‘9G $91 T¥8 ‘681 TS6T 
yp (08L°L08'T = = 9°9 STL ‘62 3°81 068 ‘61% 8°8¢ 922 ‘60L 91 6IP ‘86T 6F6T 
= : : : : : : 
= [#490.L ees OnuoAoyy [¥19,], onueAdyy [e107 onusAeYy [B10], OnugAdy [#10 T, OnuUsADYT ICO XK OL ULOL 
= 10% 70% 10 % 10 % 10% 
: ze Soyer UIwIr) SosIVYO poolsy SoVey AyIpouw107 So7VeyYy AYIpowwoy SoUVy SSBTO 
= : A104N}24g 9ATPTYOCWIOD 9ATITJOdUIOD-U0 NJ 


: = 3 | £961-6F6T 

age #1 TOV SNOLLVOIMISSVIO ALVU LNAUAIIIG UAGNA ONIAOW Bf 

anes OlU4VUL TIVA CVOTUVO AO AANAATY AG NOSIMVAWOO 8 
: 5 N 


STANDING COMMITTEE 


976 


7 


898 ‘SLL 
COT ‘E18 
Oss ‘ELL 
ZIP SPL 
100 ‘¥68 


OFT ‘962 


199 ‘666 
LEV 'SL6 
6£0 ‘SSL 
O83 ‘LLL 
029 ‘G16 
661 ‘FPS 
979 ‘FOL 
SEL ‘8S 
$ 
T?49,L 


gt TOV 
[ Liainxy 


ONUsADY 


soyey UleIy 
A104N7VIS 


"CQBT ‘8 Wore ‘Jazodsuvry, Jo yuouyiedaq 


"EMB}ICO ‘LeyUlIg §,usend :, oypely TeU-TV Pete ‘gisATeUy []IqABM,, ‘SLouorssturuT0D yrodsuv1y, Jo prvog :Gounog 


€ ey 
€°&V 
£68 
G°6€ 
6°&& 
ee 
Lg 
G96 
6°16 
6°9 

&'& 


[BIOL 
jo % 


Ore ‘SEs 
T¥6 ‘1S 
PSE ‘POE 
bP £66 
008 ‘ZOE 
PEI ‘18% 
CEs ‘OTE 
090 ‘S92 
66S ‘T0Z 
108 ‘€¢ 

PLE ‘SE 


ONUSADY 


SOSIVYO ps0isy 


£61 660 ‘671 
6&1 ZL1 ‘801 
Coot 3SI ‘SIT 
Got 496 ‘SIT 
0'¥G Sh ‘FIZ 
LLt v6L OFT 
G°8T LLG ‘PST 
€°06 €1g ‘861 
vst PSL ET 
9°36 BSE “GAT 
6° TE OST ‘OTE 
9°81 022 ‘LST 
T°&% E81 ‘E9T 
9°6 986 ‘G¢ 
$ 

[®1O.L ONUIADY 
jo % 

soyey AYIpowuuUl0dy 

9AT}IVOAUMIOT 
€96T-676T 


& 63 
TE 
v GE 
8°86 
Go’ LT 
1°66 
L°S6 
G°T% 
6°61 
9°16 
6°&1 
8°06 
Z°0t 
v'1¢ 


12900, 
jo% 


soyey Ayrpoumuo07d 
9AT}IJOAUIO’)-UO NY 


161 ‘93 
88S ‘99S 
193 ‘092 
V6 ‘ZIG 
06F ‘9ST 
9SF ‘OST 
168 ‘193 
018 ‘60 
189 ‘SFI 
SLL ‘L9T 
L61 ‘SET 
0G ‘SLT 
91Z ‘SL 

LOV ‘S21 

$ 


gNUdADIY 


T'8 
\ 

6°TT 
0°&T 
G91 
9° FZ 
€°¥G 
TVG 
0°SE 
8° && 
6 87 
6°0¢ 
9°09 
o°99 
0°69 


1290, 
jo% 


SS) 


629 ‘69 
PSL ‘96 
€8¢ ‘O0T 
190 ‘O3T 
99 ‘06% 
Z0L ‘S61 
POE ‘TPS 
P0Z ‘ZTE 
640 ‘FFG 
660 ‘068 
662 ‘P67 
LLO‘CTS 
L¥G‘99F 
068 ‘FOF 
$ 


So}BY SSBIO 


SNOLLVOIMAISSVIO ALVU LNAYAIIG UAGCNOA ONIAOW 
OIAIVUL TV GVOTUVO JO AANGAGY AG NOSTAVAIWOO 


NUIADI 


e961 
6961 
T96T 
0961 
6961 
8961 
LG61 
9S6T 
Sg6l 
PS61 
eS61 
oS61 
TS61 
6r61 


IVa X 


NOIDGY NYALSAM 


Oe 


NOIYY NYALsva 


977 


“G96T ‘8 Youre ‘q10dsuery, Jo yuourz1edaq 
"BMB}4O “IOPULIG S,usNy :, OUFeLy, Tey-ITV peopseD ‘sisAjeuy [[tqAe,, “SIOUOISSIUIUIOD qlodsuv1y, Jo prvog :GOunog 


Se a ee ee 


bI8'9¢ FS a LY 002° 9°9€ L182 ‘02 a°2¢ 129 ‘Ge aa | 902 S961 

PPS ‘FL $0 GIP iT LEE 0°96 Ebs ‘6I & #9 FI8 ‘LF SL G6L°¢ o96T 
2) 
= GES ‘8S 8'T £90 ‘T €§ b¥6‘T L 9€ 6LE ‘TS 89g GLP OE VG $8e‘T T96T 
= 100 ‘8% 6°0 vIP 19 082 °2 g°e¢ PIL ‘FS 6° OFT OT 9°€ £09 ‘T 0961 e 

; = 
a 166 ‘T9 0's $83 °T 68 IT'S 8°GG 620 ‘9T L°8¢ TL¢ 98 a 669°¢ 6S6T ss & 
= gE ‘Gg 9°¢ 186‘T £°0 e9T 0°TZ e19 ‘TT GOL 681 ‘OF 9°% Por'T 8961 = e 
o 990 ‘99 get 196 ae 680° €°6S CPL ‘FT & OL 868 ‘9F 8% 188 ‘T LS6T = z 
Q es Z 
s 092 ‘Lr g's 9Z1°T 6% 818 ‘T vg 686 ‘FT €°8S £88 ‘LZ 67 FEES 96T ‘< es 
= 
ra bY TE L°0 SIZ 2 = 0°13 809 ‘9 6°GL $86 ‘3% bg €89 ‘T S61 2 = 
2) 
a 689 ‘SF 2% PET 'T oP G26 ‘T OVE OLS‘ € 88 998 ‘OF =a a vS6T Z 2 
< ELE “68 ed 6S sas = &°& Sze 'T 1°68 166 “SE aG POLS ES6T 
= 188 ‘TS 6° 606 ‘T = rma 6 IT 921° 0°08 LOT ‘SZ ov 93 ‘T GS6T 
s 166 ‘27 aed 60'S a8 Ae & LT 106°8 0°82 E18 ‘98 & 0 SIT TS61 
uw LOY ‘SS 5 = a ae, v 0€ G16 ‘ST v9 ESL EE 6G CPL‘ 6F6T 
e : : : : : : 
5 12190. [®10], ONUdADY [810], OnusAdY [#10 enusAsy 1230], onusAsy 1230. onusAey Ivo X OL wooly 
~ jo % jo % JO % ees 1074 jo % 
a Soyey UIBID SosIVYD possy soyey AYIpouuw0y soyey AP pourulo0oyg $9}BY SSVID 
a A104NYeVYG dATPTZOACUIOD 9ATPIZOACUIOD-UO NT 
=>" £961-676T 
9T Fovd - SNOILVOIAISSVTIO ALVU LNAYAAIIG UAANA ONIAOW 
[ aie xy OMdVaL IVY AGVOTUVO JO AANAADU AG NOSIUVdWOO 


21827—63 


= ae 


C961 ‘8 Youeyy ‘ydodsuezy, jo que 


see ie gL SLI ‘68 0°SF 260 ‘OFZ LL? wee‘tsz  —-—s«9 0 PLL'S £961 


el ‘0 SIL gh £99 ‘68 0°3S 882 ‘183 1°68 026 ‘PIS 60 908 ‘> Z96T | = - 
: pee ay Se CP8 0°9 6SF ‘8% 0°19 818 ‘83 08 E92 ‘FFI 8° 969 ‘OT 1961 
L'0 190‘ g"¢ 098 ‘3% 9°6S 409 ‘643 8°Ts 99F ‘ESI v3 601 ‘OT 096T 
: FS "86 10 016 ‘E 8°¢ 609 ‘FZ ¥ OS G96 ‘12S €°8s 180 ‘Z9T S55 = 060 TT 6961 B a 
a By OL Wie 1 CIP ‘2 O'T Te9‘¢ G67 889 ‘19% 0°S7 681 ‘EFS Tg 916 ‘9T 8g61 4 4 
x 182 "c09 | oT PF6'L G3 £98 'FT L'0F 19¢ ‘ThZ LTS 09F ITE vb 629 ‘96 LG61 5 s 
. 98 69S 10 £80 ‘F an OLT ‘ST o't¥ 846 ‘8¥G ¢'6¥ 699 ‘912 eae QLY ‘LT 9961 aol ie) 
ee : 68 'e8e Hehe Sey 6% G98 ‘TT 8 IF LET ‘TOT 70S 967 ‘P61 8's 99 ‘FIT Cool a 3 
bee 0 P89 V3 906 ‘9 Ly 10ST 818 HOF F82 v8 880 ‘TT 7S61 2 o 
= erL‘80h «90 G08 ‘Z = = Q°L1 TOT ‘ZL PLL «908 9T8 vv Ig1 ‘81 ES61 
7 3 oe ge I9¢ Let 609 ‘¢ = = 6°L 996 ‘LZ 3°82 016 “908 Ga 183 ‘TT 6961 
= ; 2 9¢9 ‘82 ot GP1‘s = = 19 601 ‘2 9°28 99G ‘E&% Zr 918 ‘8% T96T 
= ae = g19 ‘80 = = =e — 8°9T Lee‘Lh 9°SL 89 ‘OPE 9° £49 ‘FE 661 
pg $ $ $ $ g | 
Z [B10 7, ; [e1O TL, OnuavADYy [#10 L enueAVy [8I0.L OnuoADPY 1240], onus Adzy [e107, onuvgAoyY IG9 KX. OL ULOL 
wee jo% jo% jo% jo % jo % 
= rs = = : ‘ Soyey ULeIL) SOSIBYH poolsy soyey AIIpowUIO) soyey A{Ipourwmo0yg SoIVy SSBIO 
pee ag a A1049NYS49 : dAITIYOAUIOTD 9AT}IYodUIOT)-UO N 
: Ss €961-6F61 | 
ee Ld SNOLLVOIAISSV1IO ULVY INGYATdId YAGNA ONIAOW 
ee Ce OldAVUL IVY GVOTUVO JO GANHAGTY Ad NOSTYVdWOO 


4 
: 
yh 


979 


“GO6T ‘8 YOuvyy ‘10dsuviy, Jo yuouryIedeq 
*BMB}IO ‘IOPULIG §,UdaNY :, OUVIy, Tea-IlV PeopseH ‘siséjeuy []iqAe,, ‘s1euorssturU0D qiodsuvly, JO prvog :sounog 


ee ee ee 


918 ‘676 ‘T ¥'98 &69 ‘202 PST 800 ‘TOE ¢°9T 189 ‘TZe T° 82 G08 ‘ShS ge £69 ‘OL £961 
= n 2 “629 ‘T 8°gg 9LL‘Z8E ¢&T 688 ‘06 BLT 162 ‘08 9°08 OLS ‘867 6° 129 ‘Lh 2961 
= LL3 ‘OTS ‘T 9°98 ogg ‘e99 q°TT 262,‘L08 PST SLL ‘CFG 0'¢s OTL ‘E89 q'g 216 ‘29 T96T 
‘J ge¢‘660'r FE PCP ‘OSS ama LLEZ ‘861 0°8T 911 ‘908 6°88 LEZ ‘GLE °F T8¢ ‘EZ 096T 
| = 128 ‘9 ‘T 9° LZ 082 ‘I9F TOT 028 ‘391 gor 186 ‘TLZ 6°68 £26 ‘299 29 190 ‘OT 6S6T = = 
: = 980 ‘FPL ‘T 0°28 O8g°269 TET L116 ‘861 16 TTS ‘8ST 6°68 EFT ‘969 Got O18 ‘LET 8o6T = fe 
S TLT ‘$88 ‘T Ite 68 ‘G8¢ ¢'O1 PPT ‘161 4'8 S6T ‘8ST ZIP L6¥‘9L2 8°8 SPP ‘99T L961 2 5 
: 5 96% ‘T10‘% 18 089 ‘869 9°6 196 ‘6T gL 981 ‘TST € OF 982 ‘018 6'L SLP ‘8ST 9g61 2 co 
Q BL SLF'T G83 186 ‘18h c'6 CSF ‘68T 8°6 Sho ‘FFT OP Z18‘ez9 66 896 ‘SFT S61 = = 
3 oa $09 ‘821, ‘T 9°Tg 869 ‘FFE 1°8 TAT ‘TST 19 90T ‘SOT O°LF T1Z ‘818 9°9 88h ‘FIT S61 4 e 
: a TST “661 ‘Z 8° tPF 067 ‘786 Ig LET ‘SIT ese 069 ‘2 168 GLI ‘098 Ed, 9 ‘SOT S61 
. = 986 ‘SFI ‘Z v 0F 79S ‘198 eg ose ‘Oz 0% £69 ‘GF 2° +P £06 ‘86 TOT PLE ‘OTS ZS6T 
OS 260's08'T 608 989° = BT 828 ‘2 L% 860 ‘¢e Seo Shh F69 GIL S40 ‘SFT 1961 
wy 898‘ZE8'T = < 9°T £19 ‘0g GT «689 ‘9% 0°98 699‘G29'T BOT 106 ‘66T 6F6T 
a ae $ § $ g g 
: = Soe U90 7, 1%90,], ONUdADIT [#10,,, OnudsAdIT [840 J, enusAdy=—s« [BO J, onusAdy 1230.7, onusAey Ivo OL wool 
=a: jo% jo% jo% jo% é jo% 
; RG : SopPery UreIr) SOsIBYO poolsy sozvey Ayipouuw0y soyey AqrpouuL07y $o7VeyY SS¥TL) 
A104N}VIC sATPTZOAUIOD 9ATFT}OdUIOD-u0 NT 
I 
€961-6P6T | 
8I IDvg SNOILVOIMISSVIO ALVU LNAYAIIIG WAGCNA ONIAOW 


J Laie xi OldVaL IVA AVOTUVO AO FAANAADY AG NOSINVAWOD 


980 STANDING COMMITTEE 


Exhibit I 
Page 19 
Explanation and Analysis of Data Contained in Exhibit I 


Exhibit I shows the amount of all carload rail traffic moving between 
Canadian points under various rate classifications from 1949 to 1963. Pages 1 
to 9 show traffic in carloads; pages 10 to 18 show the corresponding revenues 
earned by the railways. The information is grouped on a region to region basis — 
with the country divided into three regions, Maritime, Eastern and Western. ~ 
The Maritime Region consists of the Provinces of Nova Scotia, New Brunswick, — 
Prince Edward Island and Newfoundland, and that portion of the Province of © 
Quebec east of Levis and Diamond, P.Q. The Eastern Region extends westward — 
from Levis, Diamond and Boundary, P.Q., to Port Arthur and Armstrong, | 
Ontario. The Western Region consists of all lines west of Port Arthur and ~ 
Armstrong, (except Yukon). : 

The source of the data is the “Waybill Analysis, Car-load All Rail Traffic’, — 
a publication of the Board of Transport Commissioners. It should be carefully — 
noted that the data is for a 1% sampling of movements. The sampling pro- 4 
cedure is described in the publication referred to. ‘ 


The railway rate classifications are broken down into five major groups: — 
class rates, non-competitive commodity rates, competitive commodity rates, — 
agreed charges and statutory grain rates. Generally speaking, rates which — 
have been classified in the competitive commodity and agreed charge groups — 
are those which one way or another have been set to meet competition; rates — 
which are included in the class rates and non-competitive commodity rate — 
groups have not been set to meet competition; statutory grain rates are Crow’s | 
Nest Pass Rates. } 

Rates set by statute or under the stress of competition tend to be lower | 
than other rates. From a shipper point of view therefore a trend away from — 
the non-competitive rates to the competitive or statutory rate groupings is to@ 
be welcomed. Comparisons have been made on both a carload basis and aq 
revenue basis. q 


Analysis of Maritime Rates 7 


In looking at traffic moving wholly within the Maritime Region (page 1) 
it is noted that traffic moving at class rates has been and is a small portion 
of the total; since 1949 there has been a strong trend away from the non- | 
competitive commodity rates to competitive commodity rates and agreed charges. — 
As can be noted traffic moving under the latter has risen from 0.4% of the # 
total to 22% in 1963. This would tend to indicate that the truck has proven 
an increasingly more effective competitor to the railways, even though it does 
not share in subsidies under the Maritime Freight Rates Act. . 
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Exhibit I 
Page 20 
In Maritime to Eastern Region traffic (page 2), there has been a sharp _ 
decline in the percentage of traffic moving under the non-competitive rate 
groups and a corresponding increase in the volume of traffic moving under the. 
agreed charge and competitive commodity rate groups. a 
The volume of traffic moving from the Maritime Region to the Western 
Region is small and under the 1% sampling procedure in the Waybill Analysis. 
the results are sometimes misleading. Even taking this into account, some 
swinging away from the non-competitive to the competitive rates for this 
traffic can be noted on page 3. att 
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Analysis of Eastern Region Traffic 


The Eastern to Maritime Region traffic (page 4) is characterized by a large 
drop-off in the percentage moving under class rates and a large increase in 
traffic moving under agreed charges. 

The effect of pervasive truck competition in the Eastern Region can be 
noted in page 5 showing traffic moving under the various rate groups in the 
Eastern Region. As can be seen there has been an extremely large reduc- 
tion in the volume of traffic moving under the class and non-competitive 


~ commodity rates and a corresponding sharp increase in the volume of traffic 


moving under competitive commodity and agreed charge rates. 

_ Eastern to Western Region traffic (page 6) is characterized by a large 
reduction in class rated movements and a sharp increase in the volume of 
traffic moving under agreed charges. It can be noted that nearly one-half of 
all traffic moving to Western Canada from Central Canada (Eastern Region) 
now moves under agreed charges. 


Analysis of Western Region Traffic 


The volume of traffic moving from Western Canada to the Maritime Region 
is low and as can be noted from page 7, little traffic moves under class rates 
or agreed charges. 

For traffic moving between the Western and Eastern Region (page 8) it 
can be noted that there has been a large increase in the proportion of the 
traffic moving under competitve commodity rates with a corresponding decline 


in class rated and non-competitive commodity rate movements. 


For traffic moving wholly within the Western Region (page 9) a trend away 
from non-competitive commodity rates to competitive commodity rates and 
agreed charges can be clearly noted. 

Comparison of Revenues 
Pages 10 to 18 contrast the revenues earned from traffic moving under the 


_ various rate classifications. Although differences in the percentages from those 


found in the carload comparison can be found in any one year, the same gen- 
eral trends over time are to be noted. 


Exhibit I 
Page 21 
Summary 


Trends apparent in this exhibit would seem to confirm the contention of 
the Royal Commission as to the growth in the extent and pervasiveness of 
trucking competition to the railways. Although it can be concluded that the 


_ Eastern Region benefits from competition to a greater degree than either the 


Western or Maritime Regions, the extent of the competition in these latter areas 
should not be underrated. The general trend is toward a more competitive rate 


structure. 


Department of Transport 


March 8, 1965. 
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Exhibit III 
Page 1 


EXHIBIT PREPARED FOR THE STANDING COMMITTEE 
ON RAILWAYS, CANALS AND TELEGRAPH LINES 


Subject: Explanation and Justification of the Maximum Rate Formula 


The Royal Commission’s proposal for a maximum rate was to apply the 
variable cost of the shipment of 30,000 pounds weight plus 150% of that 
variable cost. There are two factors in this formula which require comment, 
first the 30,000 pound key weight and second the 150% formula. 


30,000 Pound Key Weight. 
The Commission’s comment on this matter was as follows: 


The necessity of regulatory control arises because of the lack of 
alternative carriers. In the past when and where significant rail monopoly 
has been eroded, the truck has usually been the instrument effecting it. 
In almost every remaining case of significant monopoly, the alternate 
carrier would be the truck. Thus the key weight upon which is its reason-= 
able to base a maximum rate is the weight of the unit load the competing 
carrier could use to give his optimum rate. We propose that the carload 
weight upon which rail variable costs shall be determined for purposes 
of maximum rate control be 30,000 pounds in standard railway equipment. 

Two considerations support this qualified 30,000 pound key weight. 
First, if the commodity loads lighter than 30,000 pounds in standard 
railway equipment, it is probably an expensive commodity to handle 
on a weight, if not a cubic, basis. Secondly, if the commodity is heavy 
loading but is shipped in small quantities up to only 30,000 pounds, 
it is in effect an L.C.L. movement, which again has a very high cost 
per pound. In either case we found that there was little dissatisfaction 
with rates on the part of shippers who fall into these categories, and 
such dissatisfaction as there is stands to be alleviated by the forces of 
competition before long. (See Report, Vol II, p. 100). 


150% Formula 
On the 150% formula the Commission had this to say: 


The cost structure of the railways, with their relatively high pro- 
portion of fixed to variable costs must be reflected in maximum rates. 
The equitable contribution allowed by maximum rates should not be 
less than 150% of long-run variable costs. This percentage above variable 
costs, applied to types of traffic captive to rails under the mechanism 
set out in the next section, would not be detrimental to railway revenues 
at the present time. We recommend therefore that a maximum rate be 
the variable costs appropriate to the movement as defined by the Board 
of Transport Commissioners, plus 150% of that variable cost. This we 
conclude is a reasonable share of the burden of fixed costs which traffic, 
designated captive under the criteria set out below, shall bear. (See 
heport “Vol. I p.. 102); 


In view of the fact that variable costs per ton decrease with an increase 
in the carload weight of the shipment, the question might be asked why 
the Commission did not simply propose that the formula be applied to the 
actual carload weight in each case. The Commission very carefully adhered 
to the 30,000 key weight and the present Bill likewise provides for no 
departure from this basis of calculating variable costs for maximum rate 


984 STANDING COMMITTEE — 


purposes. The basic reason for this approach lies in a fundamental character- 
istic of railway rates which requires more detailed explanation. 


Exhibit III 
Page 2 


It is a well known fact that the railway rate structure consists of a vast 
number of rates covering different commodities having different characteristics 
thus different levels of rates may apply to different commodities for identical 
movements. These rate differences are not solely accounted for by cost but by a 
combination of cost and other considerations equally valid in the determination 
of rates. Among such characteristics are the value of the commodity, its 
weight-volume relationship, susceptibility to damage, requirements of special 
equipment or handling methods, etc. For convenience the sum of such charac- 
istics is referred to as “value of service” factors in what follows. 

The Royal Commission rightly pointed out that the so-called value of 
service principle used by the railways has been heavily eroded by the effects 
of competition. The more severe the competition, the more closely the rates 
must be set to actual costs of movement to the extent that these can be ascer- 
tained. The carrier must know to what level it can safely cut rates to gain 
traffic but yet obtain some net return. The Royal Commission concentrated its 
attention on the impact of competition on the traditional rate structure and was 
content to characterize the value of service element in rates as a survival of @ 
the former monopoly position of the railways. 

However, there is a continuing factor influencing railway rates, namely the 
common carrier status of the railways, which assures a continuing importance to 
value of service principles. Common carriers are those carriers who undertake 
to provide service to the public at all times and under all conditions of ship- 
ment subject only to the carriers’ own physical limitations. This type of service 
is particularly important to the small shipper. To be able to provide such a ~~ 
service on demand requires an organization capable of handling peak periods — 
of demand and all the contingencies under which traffic may be offered to it. 
There is consequently for any common carrier a large element of “stand-by” 
or fixed costs necessarily incurred if it is to maintain the equality of service — 
required of it by law. q 

To meet these costs common carriers have found it necessary to charge as q 
much as possible on a value of service basis. It is the more valuable commodi- — 
ties moving in smaller quantities over a variety of routes that may be held ~ 
responsible for much of these so-called stand-by costs. Being of higher value 
they are naturally not as sensitive to changes in freight rates and have at all 
times borne higher rates on identical movements than the cheaper bulk com- 
modities. This form of rate structure for a common carrier applies not only 
to railways but also to any other mode of transportation operated on these prin- 
ciples, ie., highway and water carriers. It is also used in the current tolls 
charged by the St. Lawrence Seaway. 
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If therefore a maximum rate based solely on a cost-plus formula, dis- — 
regarding the characteristics of the individual commodity, were to be imposed — 
on the railways it would undoubtedly result in much needless dissipation of 5 
revenues not recoverable from any other source. It would lead to a reduction ; 
in the returns to competing highway common carriers and would constitute F 
a threat to the healthy condition of the entire common carrier service. It would — 
result in business failure for some highway carriers and in curtailment in 
frequency and quality of service from the remaining group. This would create — 


x f, 
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a very serious situation, particularly for the small shipper. Large shippers 
might meet the situation by providing much of their own transportation or by 
using contract carriers. In either case the traffic would be lost to the common 
carriers. 

It should be noted that the Royal Commission did not at any point state 
that the 150% formula should be regarded as a ceiling for freight rates. 
It merely noted that the “equitable contribution allowed by maximum rates 
should not be less than 150% of long-run variable costs”. In expressing itself 
in this way the Commission was undoubtedly aware of the fact that there are. 
many cases where the going rate exceeds 150% of the variable cost of the 
movement. The Commission’s intent was that 150% of variable cost could 
operate as a maximum rate without serious effect upon carrier revenues only 
when based on its key weight of 30,000 pounds. To base it on actual weights, 
given the nature of the common carrier cost structure, would be to impose a 
more rigid framework of rate regulation on the industry than has existed for 
many years. Such a step would be in basic contradiction to the spirit of the 
Commission’s recommendations. 

Another undesirable effect of applying such a formula indiscriminately to 
all carload weights might be noted. If the Commission’s formula were applied 
to actual weights it would tend to operate as a factor discouraging the 
economically desirable trend toward heavier loading of railway equipment. 
A simple illustration will make this clear. If the variable cost at 30,000 pounds 
is $1 per cwt., the formula will produce a contribution to fixed costs of $1.50 
per cwt. On a heavier carload the variable cost might drop to 80¢ per cwt. 
Application of the same formula would set a limit of $1.20 as the contribution 
to fixed costs. It will be seen that as the formula is applied to sufficiently 
larger carload weights the allowable contribution to overhead decreases. The 
railways then might conclude that their overall position would be better if 
they discouraged heavier loading of cars. 
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It must be recognized under the Commission’s system of maximum rates 
that in regard to the heavier carload traffic, which normally will be given lower 
rates, the maximum rate ceiling will tend to become less effective. The Com- 
mission was aware of this fact but pointed out that even though the maximum 
rate might be set at 30,000 pounds both the railway and the shipper had a 
common interest in loading cars more heavily and the shipper would be in 
a position to obtain from the railway through a lower rate some of the savings 
accruing from the use of heavier carloads. Bill C-120 offers encouragement 
along these lines in providing for a step-down formula for calculating the 
maximum rate on heavier shipments (Clause 19, Section 335( 5) (11), page 24). 

The shipper of bulk commodities has also several other factors adding to 
his bargaining strength even where there may be no practicable alternative 
carrier for his traffic: 


(i) the heavier loading commodities are frequently of low value and very 
sensitive to changes in freight rates. Consequently there is much less scope 
for the railways to raise rates here without losing traffic. 


(ii) in many cases such commodities originate in large volume from very 
large projects, e.g., mines, quarries, etc., or may have been brought into produc- 
tion on the basis of prior negotiation on rates with the railway. Bargaining 
strength of the shipper therefore may be considerable even though technically 
the traffic in terms of alternative routes might be classed as captive. 


(iii) for a large number of commodities often shipped by small shippers, 
rates have been made on an area or group basis, e.g., commodity mileage rates. 
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eder this. system every shipper pays on the ine be a Calon pele Pau ee 
apply to pulpwood, lumber and a wide variety of mining and agricultural — 
products. This type of rate has been established largely on the railways’ own a 
initiative since it offers an acceptable solution both from the point of view | 
of the railways and the shippers for satisfying what would otherwise be a 4 
great many conflicting claims. The carriers have every interest in adhering to 
rates of this type after the new legislation is passed. Such a common patternil i 
of rates will extend over a wide area covering many different conditions of a 
shipment. a | 


Department of Transport, 
March 8, 1965. 
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EXHIBIT PREPARED FOR THE STANDING COMMITTEE ON 
RAILWAYS, CANALS AND TELEGRAPH LINES 


Subject: How National Policy is Affected by Bill C-120 


In its Report, the Royal Commission on Transportation makes a funda- 
mental distinction between what it called “National Policy” and “Nationa 
Transportation Policy”: 


We regard our area of responsibility to be confined, first, to recom- 
mending guides to action in developing a National Transportation Policy, 
which is concerned with the effectiveness of transport itself, and second 
to pertinent observations respecting the effects upon it of National Polici 
making use of transportation to achieve their particular objectives ..._ 
Our position is that a clear distinction has to be drawn between the | 
objectives of a National Policy which uses transportation to achieve ! 
certain ends and the objectives of a National Transportation Policy which ~ 
we deem to be efficiency and economy in the transportation system (s . 
Report, Vol. II, pp. 2, 3). 


Four National Policies which use transportation as a means to an end are ~ 
statutory rates on export grain (Crows Nest Pass Rates), the preference granted 4 
in freight rates to shippers in the Atlantic Provinces and Eastern Quebec 
(Maritime Freight Rates Act), the “Bridge” subsidy and Feed Grain Assistan 
None of these Policies is designed to assist the railways, although paymen 
are made to the railways by the Government as a result of the M.F.R.A. a 
the “‘Bridge’”’ subsidy. 

The Crow’s Nest Pass Rates were established in order to make and keep > 
Canadian grain competitive in world markets. The Maritime Freight Rates Act 
was enacted to make available to the Maritime producers the markets of Central — 
and Western Canada. The Bridge Subsidy was provided to reduce the impact. 
Western Provinces of the high transportation costs incurred in hauling ae 


keep the costs of feed grains to eastern and B.C. livestock and poultry ree ; 
lower than they would otherwise be by paying part of the transportation costs. 
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export are made statutory. The Maritime Freight Rates Act is ‘g 


eliminated by Bill C-120. 


It was a general recommendation of the Royal Commission that where a 
burden was placed on any transportation mode by reason of a National Policy, 
that burden should be borne by the taxpayers of Canada. It therefore recom- 
| mended that the railways be compensated for any excess of costs over revenues 
_- arising from carriage of western grain and this recommendation is incorporated 
in Bill C-120. The railways have always been compensated for rate reductions 
granted under the M.F.R.A. and no change is made in this arrangement by 
Bill C-120. Feed Grain Assistance does not directly affect the railways since 
it is paid to the wholesale dealers who incur transportation expense by reason 
of certain dealings in feed grain. (The dealers must pass on the subsidy to the 
livestock and poultry producers). 

The only effect of Bill C-120 which is directly related to a National Policy 
as distinguished from a National Transportation Policy, arises from cancellation 
of the bridge subsidy. In return for the subsidy of not more than $7,000,000 
per year, for maintenance of transcontinental lines in Northern Ontario, the 
railways are required to reduce rates on non-competitive traffic moving over 
the “bridge”. The Royal Commission found, however, that the growing com- 
petition between modes was a much more effective regulator of rail rates than 
the “Bridge” Subsidy, and that payment of the subsidy had produced inevitable 
distortion in resource allocation among modes of transport, had adversely 
affected competitive carriers such as navigation and trucking companies, and 
had reduced competition between Canadian and U.S. railways which had 
previously been a moderating influence on Canadian freight rates. The Commis- 
sion concluded that elimination of the “Bridge”? Subsidy and the concomitantly 
| reduced rates would result in a more equitable and in the end a more favourable 
| general rate structure. Bill C-120 accordingly gives effect to this conclusion. 


| Department of Transport, 
| March 8, 1965. 
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EXHIBIT PREPARED FOR STANDING COMMITTEE 
ON RAILWAYS, CANALS AND TELEGRAPH LINES 


Subject: Maritime Rate Preference Under Bill C-120 


The Maritime Freight Rates Act, Chap. 174 RBS. 1952, became effective 
July 1, 1927, following the report of the Duncan Commission on Maritime 
Claims. That Commission found that the preferential position of the Maritimes 
In respect of rates on goods moving within the Maritimes and westbound 
_from the Maritimes, which shippers in that area had enjoyed for many many 
years, had been reduced by successive rate increases and should be restored. 

. The Act defined the Maritime Area concerned (which includes a part of 
Eastern Quebec) as the “select territory” and the traffic affected as “preferred 
movements”. It directed Canadian National to cancel existing tariffs on preferred 
“movements and substitute others, reducing the rates by approximately 20%, 
; Subject to increases or decreases as might be required in the future to meet 
increases or reductions in costs of operation. 

In 1949 Newfoundland was included in the “select territory”’. 

_ Since 1957 the rate reduction has been 30% on the select territory portion 
of outbound hauls. The Act has not been changed but the increased subsidy 
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thorized by annual vote of Parliament. No change has been made 

mr.u% reduction applicable on “intra-select territory” traffic. | 

P changes in the form and extent of railway rate regulation as now proposed 

Fill leave unchanged the preferential treatment accorded to Maritime freight 

r sates. The Maritime Freight Rates Act, which is to remain as is, sets out the 

Maritimes’ statutory advantage in Section 7 as follows: 

7. The purpose of this Act is to give certain statutory advantages in 

rates to persons and industries in the three Provinces of New Brunswick, 
Nova Scotia and Prince Edward Island, and in addition upon the lines in 
the Province of Quebec mentioned in Section 2, together hereinafter 
called “select territory”, accordingly the Board shall not approve nor 
allow any tariffs that may destroy or prejudicially affect such advantages 
in favour of persons or industries located elsewhere than in such select 
territory. 


The railways under the maximum-minimum scheme will be free to make 
rates as commercial requirements dictate. They will, however, still be subject 
to the foregoing Section of the Act, and will have to consider whether any rate 
action taken elsewhere will “destroy or prejudice’ the advantages given 
shippers in the select territory “in favour of persons or industries located else- 
where”. This will be a question of fact and while it does not mean that every 
Maritime rate must be kept 30% below some other rate elsewhere in Canada, 
it does mean that the railways will have to be sure that their rate-making 
policies will not destroy the rate advantages referred to in Section 7. In any 
case, it will be open to shippers in the select territory to complain to the 
Board and obtain redress if their advantage is destroyed or prejudicially 
affected. This will ensure that Maritime shippers continue to enjoy rate 
preferences. 


Exhibit V_ 


Page 2 


Moreover, by the elimination of the financial burdens to the railways 
from uneconomic passenger services, thin-density branch lines and obligations 
to handle export grain traffic at a loss, and by the granting of greater rate- 
making freedom and thus greater ability to compete for traffic, it) will ‘be 
unnecessary for the railways to offset these burdens by means of horizontal 
rate increases, increases which in the past have fallen most heavily on the 
traffic of the Atlantic and Western Provinces. Their elimination will thus improve 
the relative position of these Provinces. 

Of even greater significance is the trend towards accelerated economic 
growth within the Maritime Region resulting from the aggressive and increasing 
number of development measures of the Atlantic Provinces. This rapid growth 
will be assisted more by the new legislation with its greater freedom than 
by the present Railway Act with its greater reliance on regulations. Under 
the new rate system not only will the railways have the increased ability 
to meet changing competitive conditions, but will have in addition a greater 
flexibility to adjust rates to assist special “development” situations and thus 
contribute to the increased economic growth of the area. 

The freight rate prognosis for the Maritimes is encouraging. The existing 
preferences are to be maintained by Bill C-120 and factors such as increased 
economic growth within the region, increased trucking competition and elimina- 


tion of the necessity for the railways to transfer the losses on some uneconomic — 


services to users of freight services point to an improvement in the relative 
position of the Maritime Provinces. 


Department of Transport, 
March 10, 1965. 
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APPENDIX ”F” 


THE PRINCIPLES OF NATIONAL TRANSPORTATION 


A Submission to the House of Commons Standing Committee on Railways, 
Canals and Telegraph Lines, on the Subject Matter of Bill C-120. 


by 
The National Farmers Union of Canada 


March 23, 1965 
INTRODUCTION 


We welcome the opportunity of appearing before your committee and 
presenting our views on the question of national transportation in Canada. 
The National Farmers Union is a federation of the following provincial organ- 
izations: the Ontario Farmers’ Union, the Manitoba Farmers’ Union, the 
Saskatchewan Farmers Union, the Farmers’ Union of Alberta and the Farmers’ 
Union of British Columbia. We represent some 60,000 Canadian farm families. 

We wish to commend the Government of Canada and the Minister of 
Transport for referring the subject matter of Bill C-120 to this Committee 
before second reading. A request to this effect was made to the Minister of 
Transport by the Saskatchewan Farmers Union on October 5, 1964.* We are 
pleased to note that the Minister has given the request favorable consideration. 


Terms of Reference 


Two statements made in the House of Commons by the Government define 
the terms of reference of the Committee’s inquiry. On Tuesday, February 16th, 
1965, the Minister of Transport said in part: 


...I was hoping ...to see if it would be possible by agreement to have, 
not the bill itself, but the subject matter of the bill... referred, almost 
immediately, to the railway committee so we could use the time of the 
rest of this session to hear some of the representations that many people 
are anxious to make about this bill...” 


The Minister made it clear that the referral of the subject matter of Bill C-120 
did not involve a commitment to the principle of the bill. He said in part: 
It would involve no one committing himself to the principle of the bill 
at all, but would merely make the bill available for study .. . 


On Thursday, February 18, the Minister moved second reading of Bill C-120, 
the motion being amended to read that the Bill be not read the second time, 
but that the subject matter thereof be referred to this Committee. 

The question follows: What is meant by the “subject matter” of the Bill? 
Section 1 of Bill C-120 presently reads in part: 


It is hereby declared that the national transportation policy of Canada 
is the attainment of an efficient and fully adequate transportation system 
by permitting railways and other modes of transport to compete... .* 


1A copy of the letter can be found in Appendix A to this brief. 
* Hansard Feb. 16, 1965, (Ottawa: Queen’s Printer, 1965), p. 11380. 

3 Ibid. 

#Bill C-120, Sept. 14, 1964. 
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Without commenting on the principle enunciated in section 1, we note that | 
the words “fully adequate transportation system” and “railways and other — 
modes of transport” are used in reference to policy. Although subsequent — 
sections of the Bill deal almost exclusively with the question of railroad — ‘a 
transportation, it is clear that the authors of the Bill are concerned with the — 
relation of rail to other modes of interprovincial transportation. We take the 
“subject matter” of the bill to mean, then, the entire question of interprovincial 
transportation, with special consideration given to railroads. 

In view of the terms of reference, as we interpret them, we have chosen to 
confine our remarks and observations to a discussion of the principles of 
national transportation policy, with attention given to railroads. 


Principles of National Transportation Policy 


The principles of national transportation policy must be considered in the 
light of the historical role and function of transportation in Canadian political — 
and economic development. In this section of the brief, we propose to discuss 
the historical role of transportation in Canada, the function of transportation, if 
and what we consider to be the objective of national policy in regard to inter- yy 
provincial transportation. ; 


Historical Role of Transportation in Canada 


Since the turn of the 19th century, transportation in Canada has been ~ 
instrumental in developing a national industrial and politically independent | 
nation.! The development of the St. Lawrence-Great Lakes system through ~ 
canals, the construction of the Intercolonial Railway to the Maritimes (1876), — 
and the Canadian Pacific to the west coast (1885) were conditional to the ~ 
emergence of a national industrial complex politically independent of the q 
United States. Innis observes: a 

The act of union, and the construction and deepening of canals, the 
support of the Grand Trunk Railway, Confederation, the construction a 
of the Intercolonial, the National Policy, and the support of the Canadian 4 
Pacific, the Grand Trunk Pacific, the National Transcontinental, and the 
Canadian Northern were results of the necessity of checking competition — 
from United States, and of overcoming the seasonal handicaps of the — 
St. Lawrence and the handicaps incidental to the precambrian formation — 
and the Rocky Mountains period. To build canals and improve the ~ 
St. Lawrence system, and to build railways to the Maritimes and across 4 
the precambrian formation north of Lake Superior to British Columbia, — 4 
from Montreal, Quebec, and Toronto, necessitated reorganization of the a 
political structure, grants in land and cash, and the tariff, particularly A 
the National Policy and imperial preferences. a 


_ Put another way, the development of an interprovincial transportation network ~ 
has never been exclusively regarded as an end in itself. The system of canals © 
built during the early part of the 19th century was designed to improve trade 4 
and commerce in staples such as furs, timber, and cereal grains. The canal 4 
system per se was subservient to other economic objectives. a 
The construction of the Intercolonial and the western transcontinentals — 
was in response to achieving the goal of economic and political unity north ofui 


-1See V. Fowke, National Policy and the Wheat Economy, (Toronto: University of Toronto 
Press, 1957.) . 
2H. A. Innis, Essays in Canadian Economic History, (Toronto: University of Toronto Press, — 
1962), p. 229. ; he 
3See G. P. deT. Glazebrook, A History of Transportation in Canada, (Toronto: McClelland — 
and Stewart Ltd., 1964), Vol. 1. ps 
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the 49th parallel. Indeed, the route followed by the Intercolonial satisfied 
military and commercial rather than economic considerations. The same was 
true of the routes followed by the western transcontinentals. Fowke observes: 


It would be incorrect to assume. ..that the prairie provinces would 
be without adequate railway facilities had the Canadian transcontinentals 
and their feeder systems not been built. One of the chief concerns of 
the early railway policy of the Dominion Government was the exclusion 
of American railways from Canadian territory to the west of the Great 
Lakes...The national policy of tariffs and railways was successful in 
preventing this absorption. As far as the western provinces are con- 
cerned, therefore, Canadian railways are expensive alternatives to 
American railways rather than no railways at all.? . 


And Innis writes: 


The growth of remunerative traffic to western Canada after the turn 
of the century led the Grand Trunk to assume an aggressive policy 
with plans to extend its line from Chicago to Winnipeg. Again the 
tariff and the refusal of the Canadian government to support a line 
through American territory compelled it to agree to co-operate in 
the construction of the National Transcontinental Railway from Quebec 
to Winnipeg in the west and to Moncton in the east, and to build, under 
a subsidiary, the Grand Trunk Pacific, a line from Winnipeg to Prince 
Rupert. The result was a transcontinental line from Moncton to Prince 
Rupert with no close connections with the parent system and ill adapted 
as a direct entry into Western Canada.? 


The burden of financing the construction of an interprovincial transporta- 
tion network during the 19th and early part of the 20th centuries fell largely 
on the shoulders of the Canadian taxpayer. The cost of building the Intercolonial 
Railway was borne by the federal government. The construction of the CPR 
was made possible in large measure through public subsidies, land grants, and 
guaranteed loans.® The Canadian Northern received public subsidies and land 
grants, the Grand Trunk Pacific received public guaranteed bonds and loans, 
and the National Transcontinental Railway, built by the federal government, 
was turned over to the Grand Trunk Pacific. Later, the Canadian Northern, 
the Grand Trunk, the Grand Trunk Pacific, the National Transcontinental, and 
the Intercolonial were brought under the single management of the Canadian 
National Railways, a publicly owned utility. 

If railroads, along with canals, were instruments of national policy, it 
must also be said that the Canadian public assumed its full responsibilities 
in the creation, financing, and later, the operation of such instruments. 

The historical role of transportation in Canada can now be restated. 
Interprovincial transportation has been an indispensable instrument of national 
policy. In most cases, the taxpayer has borne the expense of providing and 
operating the service, regardless of the mode; in some cases, the public has 
subsidized private corporations for the construction and operation of a mode. 


1 Tbid., Vol. 11, Chap. VI. 

2Fowke, op. cit., pp. 68-69. 

* Innis, Op. .Cit:;) Dp. 226. 

£ Glazebrook, op. cit. 

5See “An Historical Analysis of the Crow’s Nest Pass Agreement and Grain Rates”, 
A Submission of the Province of Saskatchewan to the Royal Commission on Transportation, 
1960; Chap. V and Appendices A & B; Glazebrook, op. cit., Chaps. VII-IX. 

$ Glazebrook, op. cit., Chap. X; C. Martin, “Dominion Lands Policy”, Canadian Frontiers 
of Settlement, ed. W. A. MacIntosh & W. Joerg, (Toronto: The Macmillan Co., 1938), Chaps. 
IV and V. 
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Jn all cases, the public—that is, the federal government—has ‘assumed respon- 


sibility for the regulation and control of interprovincial transportation, if only - 
on a modal basis. : ee ho 


The Function of National Transportation 


Industry—be it agricultural or otherwise—continues to rest on the move- 
ment of goods and services. Transportation then continues to be instrumental 
to industrial development and growth. 

During the past one hundred years, Canada has developed a variety of 
modes of transportation. They include: 


(a) Ships 

(b) Railroads 

(c) Motor Vehicles 
(d) Airplanes 

(e) Pipelines 


Each and every mode listed above requires government involvement and 
expenditure for its successful operation. Inland and overseas shipping re- © 
quires canals, harbors, navigational aids, channels which are properly dredged, — 
weather reports, and so on. All of these indispensable services are provided — 
through government expenditure and planning. ys 

Canadian railroads not only required public monies for their construc- a 
tion and operation, but through the Canadian National Railways, the govern- — 
ment has become directly involved in the provision of rail transportation — 
service. “a 

Motor vehicle transportation requires roads, weigh stations, road main- e 
tenance and patrol, etc.; all of which are provided through federal and 4 
provincial expenditure. a 

The first national airline service in Canada was provided through a 
government-owned air service; and the maintenance and provision of airline ¥ 
terminals, weather maps, and the regulation of such service, falls within 
the jurisdiction of the federal government. ae 

To summarize, the provision of interprovincial transportation services, — 
regardless of the mode, is instrumental and functional to the well-being of a 
the Canadian economy. The services, in turn, depend, in part—and in some 
cases in whole—on public regulation, expenditures and control. 


The Objectives of National Policy a 

We have attempted to show that the provision of national transportation — 
has been a critical and indispensable instrument in shaping our national — 
historical development. Indeed, the use of transportation as an instrument of 4 


national policy has been both conscious and deliberate. 3 
Moreover, we submit that the ultimate role of interprovincial transporta- 


tion in our national development has not changed. The provision of national © 
transportation services remains a means to achieving both economic and politi- 
eal goals. 

Recognizing the historical and functional role of transportation in Cana- } 
dian economic and political development, we submit that interprovincial trans- — 
portation be regarded as a service industry, necessary to the well-being of | 
the economic and political future of our nation. As such, the provision of 
interprovincial transportation services should be regarded as a means to a Li 
end, and not an end in itself. i 

At this point, we wish to draw your attention to the report of the Mac-_ 
pherson Royal Commission on Transportation. In Volume II of their report, 


the Commissioners observe: 


at 
Hay hip 
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~ Almost every transaction which occurs in the life of the nation 


Be being of the nation is improved when goods are manufactured and serv- 
Ices are rendered under conditions where the real cost of transporta- 


tion is kept to the minimum necessary to provide fully adequate 


services.! 


_ The Commissioners, however, do not define the objectives of national trans- 
__ portation policy in terms of the provision of “fully adequate services’. Rather, 
_ they define national transportation policy in terms of the means of providing 
fully adequate services; in their own words, they are concerned with the 
“. . . effectiveness of transport itself...” Two related concepts are central 
to their arguments and recommendations: economy and efficiency. National 
transportation policy, for the Commission, should be the attainment of an 
efficient and economic transportation system. 
We submit that the Commission has elevated the means to providing a 
fully adequate transportation system to an end in itself. Not the provision, but 


_ the providers of interprovincial transportation become the objective of national — 


policy. The criteria for service is not need, but whether or not the service is 
economic—and therefore rewarding, and efficient—and therefore competitive. 
Put another way, the Commissioners write: 


It should be quite apparent that as long as the transportation sys- 
tem is required to perform services which do not reflect commercial in- 
centives, financial assistance from the government will be a necessary 
concomitant of transportation policy.? 


That is, the providers of transportation should only be required to provide 
_ those services in which they can realize a profit. If the national interest de- 
mands the provision of services which do not reflect commercial incentives, 
_ then the cost of providing such service should fall on the shoulders of the 
Canadian taxpayer. We note that the financial burden to the taxpayer in 
these instances is not to be tempered by applying profits on economic services 
_ to losses on uneconomic services. Rather, public monies are to be used, when 
necessary, to guarantee profitable returns to the providers of transportation 
service. 
We reject this point of view. National policy should be concerned first 
and foremost with the objective of national transportation, and it bears 
repeating that the objective of interprovincial transportation has been, and 
“remains an instrument in developing and maintaining a viable economic and 
political nation. The means of providing transportation services have been 
and should continue to be tailored to this objective. They have not and should 
not become an end in themselves. 


The Implementation of National Policy 


f 


Having defined national transportation as a service industry, instrumental 

to the development and maintenance of a viable economic and political nation, 
we turn to a discussion of what we consider to be the appropriate means 
whereby national policy may be implemented. , 
We wish to deal with three questions: (1) How shall service be provided; 
(2) Where shall service be provided; and (3) How the cost of providing 
service may be met. In other words, we are concerned with the manner in 
which service shall be provided, the determination of need for service, and 
the financing of service. 


1 Report of the Royal Commission on Transportation, Dec. 1961, Vol. II, Chap. 1, pg. 9. 
3 a tbid. Chap. Vil, p. 195. 


~ involves transportation as one element of cost. Thus the material well. 
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The Provision of Service 


The transportation industry in Canada has not remained immune to the ~ 
technological revolution of the fifties and sixties. Innovations have taken place 
within long-established modes of transportation. For example, since 1945 the 
CNR and CPR have introduced sweeping technological innovations to the rail- 
way industry. The conversion to diesel locomotive power, modernization and 
improved capacity of rolling stock, the introduction of centralized traffic control — 
(CTC), automatic hump yards, the master agency plan; the extension of — 
section limits and the mechanization of techniques for maintaining track; the @ 
abandonment of branch lines, the introduction of terminal run-throughs, the 
centralization of car repair shops, and the mechanization of office procedures, 
are some of the innovations which have changed the face of railroading in 
Canada.1 

Innovations have widened the scope and capacity of other modes of 
transportation. For example, improved roads, the construction of inter- 
provincial highways, the roads to resources programme, along with the im- — 
proved design and construction of powerful motor units, have enabled trucks 
to move into the field of long distance hauling, a field previously monopolized — 
by railways.? Improved design, along with the introduction of the jet engine, — 
have increased the capacity and scope of airplanes. a 

Innovations have also introduced new modes of transportation. Pipelines — 
are a case in point. To date, they have been used to transport fluids over long — 
distances. However, our investigations lead us to believe that pipelines may — 
be developed which are able to transport solids such as grain. 

The problem in providing adequate interprovincial transportation services 
then does not lie in the absence of a number of suitable modes. To the contrary, 
our experience during the past twenty years leads us to believe the future 
promises a wider variety of transportation services. The problem lies rather — 
in harmonizing, co-ordinating, planning and regulating the various modes q 
on a national basis and in the national interest. To date, no federal agency or ~ 
authority has been developed or promised to fill this need. 4 

In 1938 Parliament passed the Transport Act which established the Board © 
of Transport Commissioners for Canada. The original intention of the Act | 
was to provide for a government board with the object of co-ordinating and 
harmonizing the operations of all carriers engaged in ship, rail and air 
transportation. a 

In 1944, Parliament changed its policy in regard to national transportation. 
The Transport Act was amended, giving the Board of Transport Commissioners — 
jurisdiction over the construction, maintenance, operation, and rates of rail-— 
ways, rates of telephone, telegraphy, and express companies, the tolls on 
international bridges and tunnels, the licensing and rates of ships on the Great 
Lakes, and any other matter defined in the Act or special Act related to- 
transportation. a 

Air transportation was brought under the control of the Air Transport 
Board (1944) which was given the power to regulate air transportation — 
without reference to the Board of Transport Commissioners.* 4 


i 
w 
‘ 


i” 


1For a resume of changes in the railroad industry see the submission by Frank Hall to 
the Standing Committee on Railways, Canals, and Telegraph Lines, Minutes of Proceedings and 
Evidence No. 1, House of Commons, Oct. 8, 1963. ry 
2See D. W. Carr, “Truck-Rail Competition in Canada’, Report of the Royal Commission 0 L 
Transportation, 1962, Vol. III. ay 
8 See Abstracts of Fluid Dynamics Research Papers (Edmonton: Research Council of Alberta 
1963): G. W. Hodgson & L. Bolt, “The Pipeline Flow of Capsules’, Annual Meeting Paper 157 
Engineering Institute of Canada, 1962. = 
4 Air transportation is further regulated by the Aeronautic Act (1927) which governs the 
registration of aircraft, the safety and control of navigation, and the licensing of air crews. 
The Act was amended in 1944 to include the Air Transport Board. on 
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In 1947 Parliament passed legislation creating the Canadian Maritime 
Commission. The Commission does not have the regulatory authority of the 
Board of Transport Commissioners. However, it keeps records of shipping 
services, and administers the subventions for coastal steamships which Parlia- 
ment passes each year. 

In 1961, the MacPherson Royal Commission on Transportation recom- 
mended the establishment of a Transportation Advisory Council to continually 
study transportation investment and make policy recommendations to the Min- 
ister of Transport. 

In 1964, the federal government introduced Bill C-120 to the House of 
Commons. The provisions of the Bill further fragmentized federal policy in 
regard to national transportation. Section 72A of the Bill called for the establish- 
ment of a Branch Line Rationalization Authority, to be responsible to the 
Minister of Agriculture. (Sec. 72F).1 . 

The obvious and glaring failure of the federal government, and, in the 
last analysis, Parliament, to provide for a federal authority to plan transporta- 
tion services on a national basis and in the national interest is disconcerting. 
To say there is a need for such an authority is to belabour the obvious. 

We therefore recommend that this Committee consider the establishment of 
a federal transportation authority, to harmonize, co-ordinate, plan and regulate 
transportation on a national basis, regardless of the mode. 

Such an authority should have similar powers to those presently held by 
the Board of Transport Commissioners.? Specifically, the authority should 
have the power to fix and regulate freight and passenger rates, direct invest- 
ment, determine need for service, ensure the adequate provision of service, and 
in a general way, harmonize service, regardless of mode. The authority should 
be responsible to the Minister of Transport. 


Determining Need for Service 


The demand for transportation services can be both regional and apparent, 
and local and debatable. The MacPherson Royal Commission has recommended 
that the market mechanism be given freen reign in regulating the relationship 
between the demand for transportation services, and the provision of same. 

The Commissioners concede, however, that the market place does not al- 
ways guarantee service to areas or regions in need of service. The need for 
service is equated, in effect, with the probability of realizing a profit in the 
provision of service. “Unremunerative” service, by definition, is ‘‘unneeded” 
service. Nothing could be further from the truth. 

We submit that there is an intelligent and therefore commendable alterna- 
tive to the market place; an alternative which satisfies the objective of national 
transportation policy as defined in the previous section of this brief. 

A transportation rationalization agency should be established, the purpose 
of which should be to assess and determine the need for transportation services, 
regardless of mode. The agency should be responsible to and under the juris- 
diction of the federal transportation authority described above. 

The agency should be provided with a research staff, made up of trans- 
portation economists, economists and sociologists. The research staff could 
assist in determining the social and economic needs for transportation services. 

Applications by shippers and/or communities for transportation services, 
and applications by the providers of transportation services for leave to provide 
or abandon service should be submitted to the federal transportation authority. 
The authority, in turn, would forward the application to the rationalization 
agency for processing. 


1For a critique of Bill C-120, See Appendix B. 
2See Chapter 234 of the Statutes of Canada, An Act Respecting Railways. 
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The processing of the ap plieation! would. tare) tne fora! (1) The agency 
would undertake regional studies, such preliminary studies to be continually 
updated and used to provide a basis for judging need. In addition, the agency — 
could direct their research staff to conduct any additional studies which a given - 
application might warrant; (2) The agency would hold public hearings at which . 
the parties involved would have the opportunity of arguing and defending their 
case. On the basis of public hearings and the studies mentioned, the agency ~ 
would assess the need for transportation services and forward their recom- — 
mendation to the federal authority. i 

It would be expected that in most cases, the authority would accept the 
recommendation of the subordinate agency. However, in ruling, the authority a 
would be in a position to assess the judgment or recommendation in terms of, a 
a wider context—that of national transportation as a whole. ie 

Provision should also be made for appealing the recommendation of the of 
rationalization agency; the appeal being made to the federal transportation Ri 
authority. a 

In determining the need for service, we suggest there are at least three — 
critical considerations: 4 


/ 


(1) The economic requirements of the provider of service; 
(2) The economic needs of the shipper and/or community; 
(3) The related social considerations of the community. 


Financing Service 


Transportation service must be paid for. We suggest the Polo wine pro- 
cedures: ao; 
The providers of transportation service should establish what they con- _ 
sider to be fair and reasonable freight rates. am 
These rates, in turn, should be approved by the federal transportalia” ‘ 
authority, much in the same manner as the Board of Transport Commissioners — : 
presently approves rail freight rates. We repeat that the authority shall at all 
times have the power to fix, alter and approve freight rates. 
Annual deficits incurred in the provision of transportation services shoulda 
be met by federal subsidies. The candidate for a subsidy should be a 
to show that they have operated their service both efficiently and economically, a 
insofar as is possible. 
The costs of federal subsidies paid to railway companies which inc 
annual deficits in their operations in order to meet the objective of national — ‘ 
transportation policy, must be charged to the nation as a whole rather than 
charged to any particular segment of the economy. 


The Application to Canadian Railways 


In the first two sections of this brief, we have attempted to define thes 4 
objective of national transportation policy, and explore means of implementing 
that policy. In this last section, we would like to relate, in part, the principle — 
and mechanisms discussed above to the operation of Canadian railways. a 


Transportation as a Unit i 


If the provision of transportation services is to be regarded and tresteal 
as a unit, then railways can no longer be considered in isolation to other ‘ 
modes of transport. Existing legislation should be, where necessary, updated 
and revised, providing for an authority having jurisdiction over all modes of | 
transportation, including railways. 

A number of questions might serve to illustrate the point. Should Yr 
ways be required to provide service to a given community when trucks and 


PRN ARO Sie tite Put tiny ma huey Mase WAR Py ude bene e ORY SES LAPT oy 
i Kae IRN Dias TAN ety EH eee y Ane Nahas OF 
i a a i Hah eM Sie a a RROD ay RTD PROG) Che As 
( SORES Than SERA dh eel En zt 
A Re ARs daly, deer dorian Waa at 


ear e P 
mires 


Wien g) 
ae 
Of 


- nomically? Obviously a judgment is involved. Are the claims of Pipeline and 
i trucking companies reasonable and legitimate? Is railroad service in this in- 
_ Stance still necessary, beyond the question of economy and efficiency? Questions 
- and judgments of this kind should be settled by a neutral and impartial author- 


_ ity, an authority with national responsibility and power, and an authority © 


4 which is capable of assessing and acting in the national interest. Above all, 
_ questions and judgments of this kind—related to the provision of railway serv- 
: _ice—cannot be considered without reference to other modes of transportation. 


Determining the Need for Rail Service 


At present, the Board of Transport Commissioners regulates and controls 


the construction and/or the abandonment of rail service and branch lines. fag 


general, this principle jis sound, and we reject without reservation the pro- 
posals presently contained in Bil] C-120 which relate to the abandonment of 
branch lines.1 
| However, we feel the present policy in regard to the regulation and con- 
trol of the construction and/or abandonment of rail service and branch lines 
can be strengthened in two ways: 
First, the Board of Transport Commissioners should be replaced by the 


federal authority discussed above, thereby bringing the entire question of — 


-Yailroad service into a wider and more meaningful context. 


Second, the federal authority should be assisted in its duties by the crea-- 


tion of a transportation rationalization agency, also discussed above in the 
previous section. The agency would serve to process applications for leave 
to provide or abandon rail service and/or branch lines. In this way, the judicial 
function of the authority would be complemented by the investigation function 
of the agency. : 


Freight Rates 


We suggest the regulatory powers presently held by the Board of Transport 
“Commissioners be turned over to the proposed federal transportation authority. 
We reject those proposals in Bill C-120 which weaken the powers currently 
held by the Board of Transport Commissioners—that is, Section 15 of the Bill.2 
We submit that the fixing of freight rates is too important a matter to be left 
to the discretion of railway companies. 

f We once again reiterate our support for Crow’s Nest rates on flour and 
grain. 


Economies and Efficiencies in Railroading 


| We submit that there will be times when the national interest demands 
and requires the provision of so-called uneconomic railroad service. In such 
cases, we have recommended that federal subsidies be made available to cover 
any loss involved. _ 

We wish to make it clear, however, that subsidies should be paid to railway 
companies on the basis of a deficit in their overall railway operation. Railway 
Companies should be required to cover losses on so-called uneconomic services, 
with profits made on so-called economic service. Only if there is an overall 
deficit should a federal subsidy be considered. 

Moreover, it is imperative that the federal transportation authority ensure, 
insofar as it is able, that the operation of railway services be efficient and 
economic. By this we mean, railway companies should be required to operate 
as efficiently and as economically as is possible, with the understanding that 


_ 1See Appendix B. 
= * Ibid. 
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¥ pipelines can provide the same range of services more efficiently and eco- 


ehh the 8h eID aN ae Riegel ON cee $e a ea 
A ve Eee Pe Oocke By os Nei in pee ae ime a 
; . itn’ i. He one * Pave a er ca y 


os 


998 Apes STANDING COMMITTEE | yo 7 a 


they may, from time to time, be required, in the national interest, to provide — 
service on which they cannot cover their costs of operation. The national — 
requirements for so-called uneconomic service should not be permitted to — 
become a license for extravagance and misuse of public funds. ; % 
To this end, we recommend the nationalization of the Canadian Pacific © 
Railway Company, and the integration of the CP system with the CNR. The — 
reasons for nationalizing the CPR can be summarized as follows: 4 
(1) In public statements, the CPR has made it clear that it is only — 
prepared and able to provide railway services which offer commercial 4 

incentives. y 
(2) The CPR is not prepared to cover losses on so-called uneconomic 
services, with profits on so-called economic services, nor with profits © 

earned from its many and varied investments in other industries. : 

(3) The existence of two national railway companies involves unneces- — 
sary duplication of track, physical plant, and resources. @ 
(4) Economies can be realized through the integration of the two railway 
systems, and the operation of the integrated system with one line of — 
management. a” 


iv 


i 


B 
ig 


Conclusions and Recommendations 


Interprovincial transportation has been, and continues to be indispensible 
to the economic and political future of our nation. As such, transportation is” a 
service industry and should be regarded and treated as such. s 
The basis for providing transportation service should be the social and 
economic needs of the shipper and/or community—be it local or national. The 
cost of providing such service is an important but secondary consideration. — 
We submit the following recommendations for your consideration: a 


(1) The establishment of a single federal transportation authority with 
power to harmonize, regulate, control and plan national transporta- 
tion services, regardless of mode. i 

(2) The treatment of national transportation by the authority as a unt 

(3) The placing of the authority under the jurisdiction and responsibility 
of the Minister of Transport. ‘a 


thy 
a 


i a 


(4) The creation of an agency under the authority to assist in the deter 
mination of need for service. ; 

(5) The nationalization of the CPR and the integration of that syste! 
into one single government utility. 5 
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rg 
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All of which is respectfully submitted by 


The National Farmers Union of Canada. 
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Appendix A 


October 5, 1964. 
The Honourable J. W. Pickersgill, 
Minister of Transport, 
House of Commons, 
_Ottawa, Canada. 


Dear Sir: 


Having carefully studied the content of Bill C-120, we are of the opinion 
that we cannot accept the Bill in principle as it now stands. 

In our opinion, the principle of the Bill can be stated as follows: Railway 

companies shall be permitted to compete freely with other modes of transporta- 
tion in order to realize a profit (Sec. la). Those branch lines, or portions 
thereof, on which railway companies cannot realize a profit, shall be candidates 
for abandonment (Sec. 314). If the public interest demands the continuation 
of a branch line or portion thereof on which the railway company is not realiz- 
ing a profit, than the company shall be compensated for loss (Sec. 314f). The 
company shall not be required to operate an uneconomic branch line beyond 
the 30th day of June, 1979 (Sec. 314c), unless so ordered by Order in Council 
(subsection 5 of section 314c), in which case the Company shall receive com- 
pensation for losses incurred (subsection 6 of section 314g). 
. In other words, the purpose of Bill C-120 is to guarantee railway com- 
panies an environment in which they can, through competition with other 
modes of transportation, realize a return on their investment. The needs of the 
shipper and the community have been relegated to a secondary consideration. 
This, we submit, is not in keeping with national transportation policy as 
developed in Canada over the years. Bill C-120 places the needs of the 
providers of rail service over the provision of rail service. This principle is 
unacceptable to the Saskatchewan Farmers Union. 

Moreover, the principle by which freight rates shall be determined as 
outlined in sections 325 and 15 is unacceptable. In view of the dependency of 
the national economy on transcontinental transportation, we submit that the 
fixing of freight rates is too important a matter to be left to the pleasure and 
discretion of the railway companies. The provisions of sections 328 and 325 do 
not detract from the principle outlined in sections 325 and 15. Crow’s Nest 
Pass Rates, and exemptions from freight rates determined by the railway 
companies have become exceptions to, rather than the basis of national trans- 
portation policy. The public determination and regulation of railway freight 
rates is no longer the cornerstone of national transportation policy. 

We therefore respectfully request the Government refer Bill C-120 to the 
Railway Committee of the House of Commons before Second Reading. Through 
public hearings, the Committee may so amend the Bill as to render it satis- 
factory to the shipper, the community, and the railway companies. 


Your truly, 
Roy Atkinson, 
President. 


c.c. The Right Honourable L. B. Pearson, Prime Minister. 
The Right Honourable J. G. Diefenbaker, Leader of the Opposition. 
Mr. T. C. Douglas, M.P., Leader of the New Democratic Party. 
Mr. R. N. Thompson, M.P., Leader of the Social Credit Party. 
Mr. Rhéal Caouette, M.P., Chef du Ralliament Créditiste. 
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_ SASKATCHEWAN FARMERS UNION 
Submission 
CO EL e 
RAILWAY COMMITTEE OF THE PROVINCIAL EXECUTIVE COUNCIL _ 
| on ny 
Bill C-120 


Regina, Saskatchewan ‘ 
January 4, 1965 


Introduction 


The Saskatchewan Fariners Union welcomes the opportunity of sharing | 
its views on Bill C-120 with the Railway Committee of the Executive Council - 
of the Province of Saskatchewan. The Union and its members commend the 
Government for inquiring into the nature and consequences of Bill C-120. 
We trust that this inquiry will enable the Government to forcefully place | 
the views of Saskatchewan people before the Federal Government an i 
Parliament. 


The SFU Stand on Bill C-120 


The 15th annual convention of the Saskatchewan Farmers Union (Decenmm “4 
ber, 1964) spent considerable time discussing and studying events leading up 
to the introduction of Bill C-120 to the House of Commons on September 14th. 
The convention unanimously passed a resolution that declared: 


(1) The principle on which Bill C-120 rests is totally unacceptable taf 
Saskatchewan farmers. a 

(2) The provisions for the abandonment of branch lines were inade- 
quate. . \ 

(3) The provisions for the establishment of freight rates were con- 
trary to the public interest. 


We would like to document these three conclusions in some detail. 


The Principle of Bill C-120 ; 
- Bill C-120 is based on the conclusions and recommendations of the Mac-_ 
Pherson Royal Commission on Transportation. An explanatory note in u : 
Bill reads in part: 
The Report of the Royal Commission on Transportation cont 

a number of recommendations with respect to the regulation of r 

ways in a competitive environment ... The purpose of this Bill 1 

give effect generally to these devommendarions so far as the Railway 

is the appropriate place to do so. 


In introducing the resolution related to Bill C-120, the Minister of Tr: 
port made reference to the recommendations of the MacPherson Rove C 
mission and said in part: ty 

. the recommendations in the main have commended themselve 
the government, and in the main we are proposing to ask parliam 
to translate these recommendations into legislation. . .” 


1 Bill C-120, Second Session, 26th Parliament, 13 Elizabeth II, 1964, explanatory note. : 
2House of Commons Debates September 14, 1964, p. 7980. fi 
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The principle on which Bill C-120 rests, then, grows out of the findings and 
_ recommendations of the MacPherson Commission. Let us briefly consider 
‘A those findings and recommendations. | 
a The Commission finds that national transportation policy, as developed 
_ over the years, no longer meets modern transportation conditions. They claim 
_ that the essential innovation in the transportation industry is the rise of dif- 
| ferent and competing modes of transportation. They argue that a transporta- 
_ tion policy suitable to railway monopolies is inappropriate to competitive cir- 
cumstances. Their major finding, then, was competition in the transportation 
industry. 


On the basis of this finding, the Commissioners have drawn an important 
conclusion. 


+ 


National transportation policy must seek to achieve a position of 
economic neutrality wherever competition prevails. Under conditions of 
essential neutrality there is no apparent reason why each mode of 
transport cannot compete on the basis of technological adaptability and — 
managerial skill. So long as policy neutrality is preserved, new methods 
and modes of transport will be encouraged on the basis of their com- 
petitive ability and old ones will pass from the scene on the basis of 
competitive disability. Public policy should assiduously strive. to be 
responsible for neither, except in those deliberate instances where 
in the absence of satisfactory competition developmental policies re- 
quire it.? 


_ In other words, the provision of transportation services, the modes of trans- 
_ port, the freight rates, etc., should be determined by competition, not public 
_ regulation and legislation, in those circumstances in which competition be- 
_ tween different modes of transportation prevails. Again the Commissioners note: 


: We are convinced that the benefits of competition to the nation 
are Substantially secure under the incentive of profit maximation and 

that this incentive can be made to work satisfactorily under a system 
if of mixed, private, and public ownership, so long as publicly owned 
transportation companies are instructed, permitted, and regulated to 
; work under the criteria of normal business practices.3 


The key to transportation becomes the incentive of profit maximization 
under competitive circumstances. What, in effect, does this mean? An officer 
of the Canadian Pacific Railway Company provides a pointed and succinct 
answer: 

Funds for its (CPR) investment in property and equipment have 
been provided by investors looking for a legitimate profit as a return 
on their investment. If the Company is to provide service to Canada 
in the future as it has in the past, there must be a constant supply of 
funds for new investment in improved equipment and facilities and 


1We question the validity of this finding. Evidence in the third volume of the Commission 
' report makes it clear that the railway companies have made a significant entry to the trucking | 
_ industry. Having listed the consolidations which have taken place in the trucking industry, 
_ Carr observes: 


} “In spite of these consolidations the degree of concentration in the for-hire trucking industry 
in Canada was still not large though the overall CPR organization was approaching a 
dominant position.” ‘“Truck-Rali Competition” Vol. Ls tage 

Moreover, the Commissioners themselves do not negate the possibility of increased railway 
_company investment in the trucking industry. They comment in part: 

if) “...the only disadvantage of large-scale ownership of truck lines lies in the danger that 
4 it poses to independent truckers. This danger can only persist if railway ownership is 
Ke more efficient than either independent or private trucking. Efficiency should not be 
u penalized.” Volume II, p. 81. 

2 Report of the Royal Commission on Transportation, Dec. 1961, Vol. II, Chapter X, p. 276. 

3 Ibid., p. BGE. 
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better ways of providing transportation service. These funds will be 
only made available by investors if the Company can hold out the pros- 
pect of its operations resulting in a reasonable profit. 


This statement by an officer of the CPR is critical and deserves some 
attention. First, it is made clear that the provision of railway services is con- 
ditional upon two factors: 


(a) The provision of investment capital; and 


(b) The assurance that invested capital will earn a return of what 
the CPR calls a “reasonable profit.” 


If, and only if, these two conditions are met, does the CPR guarantee to pro- 
vide Canada with railway trasportation. The objective of the CPR is clear— 
namely, to earn a profit or a return for their investors. The provision of trans- 
portation service is a secondary consideration. 

Second, it is apparent that the CPR and its approach to national trans- 
portation is narrow in scope. This point is recognized by the MacPherson Com- 
mission report. The Commissioners observe that there are times when na- 
tional or community interests demand rail transportation under conditions 
where a profit by a railway company cannot be realized. In this regard, the 
Commisioners note: 


It should be quite apparent that as long as the transportation 4 
system is required to perform services which do not reflect com- — 
mercial incentives, financial assistance from the Government will be alm 
necessary component of transportation policy.? 


In other words, railway companies should only be required to operate those © 
lines or portions thereof on which they can realize a profit. If the com- 
munity or national interest demands the operation of an uneconomic branch ~ 
line or rail service, then the community should be required to pay for same. 

The principle of Bill C-120 can now be restated. Traditional national ~ 
policy has treated railway transportation as a means to an end—that end 
being the development and maintenance of a viable economic and political — 
nation. Bill C-120 changes national policy to one in which rail transportation — 
may be considered as an end in itself. ) 4 

The goal of national transportation policy now becomes one of creating © 
an environment in which various modes of transportation may compete — 
freely with one another. Competition shall determine the mode and kind ~ 
of transportation service provided. Put another way, returns on investment or a 
profits shall determine what kind of transportation service shall be provided, 3 
where it shall be provided, and when it shall be provided. In other words, ~ 
the need for rail transportation services is no longer the primary and most — 
important consideration. The provision of rail service becomes a secondary — 
consideration to that of realizing a return on investment. a 

The SFU cannot accept this principle. Because of its geographic and | 
regional features, the Canadian economy has required, and is still in need ofa 
an interprovincial transportation system which satisfies the needs of the — 
shipper. If rail transportation service is only going to be provided in those — 
instances in which the railway company can realize a profit, then it is clear — 
that many shippers and communities will be denied rail service. ‘= 

It can be argued that the MacPherson Commission and Bill C-120 pro- — 
vide for such a contingency. The Bill makes it clear that railway companies — 


i, 


1Submission by S. M. Gossage, Vice-President and General Manager, Prairie Region, 
Canadian Pacific Railway Company, to the Saskatchewan Provincial Conference of Railway 
Retention Committees, Regina, Nov. 22, 1963. a 
2Report of the MacPherson Commission, op. cit., Chap. VII, p. 195. 
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_ may be required to provide rail service to communities and shippers, even 
when they lose money in doing so. However, the Bill also provides that the 
public—this is, the taxpayer—shall compensate the railway companies for any 
losses incurred in operating uneconomic rail services. This principle is equally 
unacceptable to the SFU. 

We submit this principle is nothing short of an unjust and unfair system 
of taxation. 

Let us consider a hypothetical case in which a railway company claims 
- a loss of $1,000 on branch line A, and claims a profit of $1,000 on branch line 
B for a given financial year. Let us also suppose that the company applies 
for leave to abandon branch line A, that the Board of Transport Commis- 
sioners authorizes the abandonment of the line, but the Branch Line Rational- 
ization Authority requires the company to operate branch line A for an 
additional two years in order to satisfy the public interest. 

Bill C-120 provides that the public must compensate the railway com- 
pany for any alleged losses incurred in the operation of branch line A for 
the two years in question. The Bill does not require the railway company to 
apply the alleged profit of $1,000 on branch line B to the alleged loss of $1,000 
on branch line A. In other words, the Canadian public is being taxed to 
guarantee the CNR and CPR a profitable operation. In the case of the publicly 
owned CNR, the principle is absurd; in the case of the CPR, the principle is 
difficult to justify. We know of no occasion when the Canadian public has 
declared that public monies should be made available to guarantee a profit to 
the CPR on each and every rail line it operates. The SFU unequivocably re- 
jects the idea that the Canadian public should be further taxed in order to 
guarantee adequate rail service from the CPR. 


Abandonment of Branch Lines 


The Bill provides machinery for the abandonment of any branch line or 
PORTION THEREOF which is uneconomic. The Bill provides two criteria in 
defining an uneconomic branch line. The first is what the Bill calls “actual 
losses” incurred in the operation of a branch line or portion thereof, and the 
second is ... such other factors as in its (Board of Transport Commissioners) 
opinion are relevant.” 

The Bill defines “actual loss” as an excess of ... 


hee CO: costs incurred by the company in any financial year thereof 
in the operation of the line and in the movement of traffic originating 
or terminating on the line over the revenues of the company for that 
year from the operation of the line and from the movement of traffic 
originating or terminating on the line... .1 


The Bill does not define “such other factors” that the Board of Transport 
Commissioners may deem to be “relevant” in deciding whether or not a given 
branch line or portion thereof is uneconomic. 

Section 168 of the Railway Act as amended by section 6 of Bill C-120, 
and section 314B of Bill C-120 make it clear that railway abandonment will 
take place on a piecemeal basis. 

The Saskatchewan Farmers Union finds these provisions of the Bill totally 
inadequate. The only clear criterion of an uneconomic branch line is “actual 
loss”. The second criterion is less than vague. The Bill fails to specifically 
include such considerations as needs of the shipper, alternative transportation 
facilities, including related branch lines, etc., in determining whether a branch 
line in uneconomic and should therefore be abandoned. 

Moreover, piecemeal abandonment is not consistent with Canadian needs. 
Canada requires both a national and regional approach to the provision of 
transportation services. Such an approach should include an over-all social 


1 Bill C-120, section 314A. 
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and economic study of a given region, in Hien the peee for rain Rea vices 
are assessed objectively. Such a preliminary study should serve as a guide 4 
as to what lines should be abandoned, what lines should be kept in opera- 
tion, and where new lines should be laid to provide needed service.! | 4 
The provision of rail service should be based on the social and economic 
needs of the shipper and the community. The SFU insists that the cost of — 
providing such service should be included in the assessment of need. How- 4 
ever, the cost of service should be one of several criteria used in determining a 
whether or not a line should be abandoned. It should not be the principal — 
criterion. | 
Finally, the SFU submits that alleged losses in the provision of railway — 
service cannot be satisfactorily established in terms of any single branch © 
line or portion thereof, nor in terms of any given financial year. The SFU 
finds it difficult to believe that any responsible government could seriously 
recommend legislation of this kind to Parliament. In the first place, it is notiy 
possible to objectively establish the loss or profit on any branch line or Pol q 
tion thereof in any financial year. Second, even if it were possible to do so, 
profits and losses are normally assessed on the whole operation over a num- 1 
ber of years. In the case of Saskatchewan, a series of crop failures would > 
result in a reduction of grain traffic moving over Saskatchewan lines. Them 
railway companies could, if they chose, claim that many branch lines were — : 
uneconomic if “actual loss” were to remain the principal criterion in deter- — a 
mining whether a branch line is uneconomic. Yet we know from experience ~ 
that these same lines could be used to maximum capacity if a period of cron 
failures were followed by a series of bumper harvests. 
The Bill provides for a Branch Line Rationalization Authority. One off a 
the functions of the Authority is to fix a date at which time rail lines, defined | . 
by the Board of Transport Commissioners as uneconomic, shall be abandoned. _ 
The Bill provides that the Authority shall take into account the following 4 
considerations in fixing a date for abandonment: 7m 


(a) The alternative transportation facilities available or likely to bel 
available to the area served by the line; a 
(b) The period of time reasonably required for the purpose of ad 
justing any facilities, wholly or in part dependent on the services | 
provided by the line, with the least disruption to the economy of 
the area served by such line; HY, 
(c) The probable effect on other lines or other carriers of the abandon! 
ment of the line or of the abandonment of any segments of the” 
line at different dates; 
(d) Any rule prescribed by the Ri enooty for the orderly processing | 
of applications for the abandonment of lines in the area served Od 
the line or in surrounding areas; 4 
(e) The feasibility of maintaining the line or any segment thereof as 
an operating line by changes in the method. of operation; 
(f) The feasibility of maintaining the line or any segment thereof as. 
an operating line in the system of another rail carrier by the 
purchase or lease of the line to another railway company or other- 
wise, and a 
(g) The probable future transportation needs of the area Sibir Hy fi. 
‘the line.? i) 


Hy 


In other words, the Bill only provides for a consideration of such items 
alternative transportation facilities, the social and economic needs of the oo 


1 This point is further developed in a memorandum to the Minister of Transport, Ma ‘ 
1964. See Appendix A. 
2 Bill C-120, Section 314-C (2). 
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munity, etc., in fixing the date on which a line or portion thereof shall be 


abandoned. 


The Bill, however, determines the range of time within which the Authority 


may set a date for abandonment. Subsection 3 of Section 314C of the Bill states 


that the Authority may order the continued operation of an uneconomic branch 

line when it is in the public interest to do so. However, the Bill goes on to say: 
...nothing in this sub-section shall be taken to require the continued 
operation of the line or any segment thereof beyond the 30th day of 
June, 1979.1 


There is only one exception to this provision. Sub-section 5 of section 314-C 
provides that upon petition, the Governor in Council (i.e., the federal Cabinet) 
may stay the abandonment of a line after the 30th day of June, 1979, if they 
deem it to be in the public interest to continue the operation of the line. 

If a railway company is required by the Branch Line Rationalization 
Authority to continue the operation of an uneconomic branch line, the company 
shall be compensated for losses incurred, the monies to be paid out of the 
federal treasury. In effect, the Bill provides that railway companies can operate 
profitable branch lines or portions thereof; they are not required generally 
to operate uneconomic branch lines or portions thereof; if, however, the 


Authority requires a railway company to operate an uneconomic branch line . 


for a given period of time, the public shall compensate the company for any 
losses incurred. 

_ The SFU finds these provisions of the Bill unacceptable. In effect, the Bill 
provides that alleged profits earned by railway companies on so-called economic 
branch lines shall not be made available to cover alleged losses on so-called 


uneconomic branch lines or portions thereof. The Canadian taxpayer will be 1 


required to cover these alleged losses out of his own pocket. 

The SFU submits that the Canadian taxpayer already has a heavy invest- 
ment in the railroad industry in Canada. In the case of the C.P.R., the Canadian 
public provided the Company with a cash grant of $25 million, and its choice 
of 25 million acres of land, including mineral rights, in return for the construc- 


_ tion of a main line west, linking the unsettled prairies and the Pacific coast 
_ with the east.? In addition, the public has provided the C.P.R. with a cumulative 


grand total of $106,280,334 in cash subsidies and expenditures on construction, 
and a cumulative grand total of 43,962,546 acres in land grants.3 These figures 
include the original grants in regard to the construction of the main: transcon- 
tinental line in the 1880’s, but do not include a federal grant of 53,080 acres 
and provincial grants of 8,150 made to the Company for right of way and station 
grounds. 

The SFU strongly recommends that so-called economic branch lines or 
main lines be required to cover—in part, or insofar as is possible, in whole— 
alleged losses on so-called uneconomic branch lines. Moreover, in view of the 
heavy public investment in Canadian railways, we recommend that the entire 


| railway system be rationalized, operated under one management, and run as a 


, 
i. 


public utility. 


Freight Rates 

At present, the Board of Transport Commissioners is empowered to fix 
freight rates, and no railway company may publish a tariff of tolls which does 
not meet with the approval and regulations of the Board of Transport Com- 
missioners. 


x 
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1Ibid., Section 314-C, sub-section 3. 

2“An Historical Analysis of the Crow’s Nest Pass Agreement and Grain Rates’’, Submission 
of the Province of Saskatchewan to the Royal Commission on Transportation, 1960, (Regina: 
Queen’s Printer, 1961). 

$“Canadian Pacific Railway Company, 1923-63”, Dominion Bureau of Statistics, Table 3. 
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Section 15 of Bill C-120 repeals these powers presently held by the Board. 
The Bill simply requires railway companies to file their tariffs with the Board. 
The Board is only empowered to make regulations fixing or determining the 
time when, the place where, and the manner in which the tariff shall be filed, 
published, kept open for public inspection, amended, consolidated, superseded, 
or cancelled. 


Section 334, sub-section 1, of the Act stipulates that unless otherwise 
provided for, all freight rates shall be compensatory. What does the Bill mean 
by compensatory freight rates? It defines it as follows in sub-section 2 of Section 
334: 

A freight rate shall be deemed to be compensatory when it exceeds 
the variable cost of the movement of traffic concerned as is determined 
by the Board. 


And in sub-section 3 of the same section: 


In determining for the purposes of this section the variable cost 
of any movement of traffic the Board shall (a) have regard to all items 
and factors prescribed by regulations of the Board as being relevant to 
the determination of variable costs; and (b) compute the costs of capital 
in all cases by using the costs of capital approved by the Board as proper 
for the Canadian Pacific Railway Company. 


There are a number of exemptions to this general policy of determining ~ 
freight rates. The most important one is the Crow’s Nest Pass rates. There are 
in addition a number of general exemptions. 


Sub-section 4 of Section 334 stipulates: 


The Board may disallow any freight rate that after investigation a 
the Board determines is not compensatory. 


and in Section 335, sub-section 1, the Bill reads: 


A shipper of goods for which in respect of those goods there is no ~ 
alternative practicable route and service by a common carrier other thana — 
rail carrier or carriers or a combination of rail carriers may, if he is 4 
dissatisfied with the rate applicable to the carriage of those goods after ae 
negotiation with the rail carrier for an adjustment of the rate, apply 7 
to the Board to have the probable range within which a fixed rate for the — 
carriage of the goods would fall determined by the Board; and the . 
Board shall inform the shipper of the range within which a fixed rate — 
for the carriage of goods would probably fall. F 


and in sub-section 2 of Section 335: 


After being informed by the Board of the probable range within — 
which a fixed rate for the carriage of goods would fall, the shipper may ~ 
apply to the Board to fix a rate for the carriage of the goods and the ~ 
Board may after such investigation as it deems necessary, fix a rate — 
equal to the variable cost of the carriage of the goods plus one hundred ~ 
and fifty per cent of the variable cost as the fixed rate applicable to the — 
carriage of the goods in respect of which the application was made. — 
(Hereinafter in this Section referred to as the ‘Goods Concerned’). 


The SFU cannot accept those provisions in the Bill which exempt the — 
establishment of freight rates from public regulation and control. The Crow’s ~ 
Nest Pass rates, once the cornerstone of national transportation policy, now | 
become the exception to national policy. The fixing and determination of 
freight rates has been, by and large, taken out of public control and left to 
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the discretion of the railway companies. The SFU submits that the establish- | 
ment of freight rates in Canada is too important a matter to be left to the 
pleasure of either the CNR or the CPR. 

There is one final observation in regard to freight rates. Section 329 
of the Bill makes provision for a federal subsidy to railway companies for any 
losses incurred in the movement of grain under Crow’s Nest Pass Rates. This 
provision relates to claims made by the CPR before the MacPherson Royal 
Commission that the railway companies together lost some $70 million in the 
movement of grain under Crow’s Nest Rates in 1958. 

The Commission conducted its own inquiry and estimated that losses to 
the railway company in moving grain under Crow’s Nest Rates were in the 
order of $23 million for the year 1958. 

The Saskatchewan Wheat Pool has advised the Union that these alleged 
losses may be simply a function of the cost accounting techniques employed. 
The SFU joins the Saskatchewan Wheat Pool in rejecting the claims of the rail- 
way companies that losses are incurred in moving grain under Crow’s Nest 
Pass Rates. Moreover, we support the Wheat Pool in their contention that a 
subsidy of Crow’s Nest Rates, as proposed in Bill C-120, would place the con- 
tinuation of those rates in jeopardy. 


Recommendations: 


On the basis of the arguments presented above, the SFU respectfully 
makes the following recommendations. Bill C-120 should be amended to pro- 
vide for the following: 


(1) A declaration that interprovincial transportation in Canada is a 
service industry, necessary to the well being of the Canadian economy; 

(2) The establishment of a single government agency under the Minister 
of Transport, to co-ordinate, harmonize, regulate, and control interprovincial | 
transportation, regardless of mode;! 

(3) The provision of rail, and/or other transportation services on the basis 
of social and economic need for same: 

(4) The provision of rail transportation services at cost; 

(5) The establishment of a rail line rationalization authority under the 
jurisdiction of and responsible to the Federal Transportation Agency mentioned 
in (2) above; the functions of this authority to include: 


(a) The consolidation and rationalization of all interprovincial rail- 
way systems in Canada (See (6) below). 

(6) The maintenance of a research department, engaged in a con- 
tinual study and examination of railway operations, the changing 
needs for rail service, investment priorities, etc. 

(c) The processing of applications for either the abandonment of branch 
lines or the provisions of new rail service, these processed applica- 
tions to be referred to the federal agency for decision. 


; (6) The nationalization of the Canadian Pacific Railway Company, and 

the integration of the CPR system with the CNR network (See (5a) above). 

(7) The establishment, regulation, and control of freight rates by the 
federal agency mentioned in (2) above. 

(8) The reaffirmation of the statutory Crow’s Nest Pass Rates. 

The Saskatchewan Farmers Union submits these recommendations in the 
hope that the Government of Saskatchewan will lend its support to the prin- 
ciples and proposals outlined in this brief. 


All of which is respectfully submitted. 


1The argument in support of this kind of federal transportation agency can be found in 
Appendix A, pp. 3-7. 
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MINUTES OF PROCEEDINGS 


THURSDAY, March 25, 1965 
(34) 


: The Standing Committee on Railways, Canals and Telegraph Lines met at 
10:00 o’clock this day. The Vice-Chairman, Mr. J. Macaluso, presided. 


Members present: Mrs. Rideout and Messrs. Berger, Cameron (Nanaimo- 
Cowichan-The Islands), Cantelon, Cantin, Fisher, Forbes, Kindt, Korchinski, 
Lachance, Macaluso, Matte, Millar, Mitchell, Muir (Lisgar), Pascoe, Rapp, 
Rock, Southam, Stewart, Tucker C21) 


In attendance: From the Canadian Manufacturers Association: Messrs. J. 
_ Mitchell, Chairman; A. R. Treloar, Managing Director; A. S. Marshall, Member; 
W. J. Rae, Member; R. E. Barron, Member. From the Branch Line Association 
of Manitoba: Messrs. G. J amieson, Vice-President; D. F. Rose, Executive Direc- 
tor; R. MacKenzie, Executive Director; Alan Scharth, Q.C., Solicitor. 


Also in attendance: Mr. H. B. Neilly, Chief Economist, Railway and High- 
ways Branch, Department of Transport; Mr. K. D. M. Spence, Q.C., Commission 
Counsel, Canadian Pacific Railway Company; Mr. Alastair MacDonald, Q.C., and 
Mr. Walter Smith a representative from the Canadian National Railways. 


The Committee resumed its consideration of the subject-matter of Bill 
C-120. 


At the opening of the meeting, a discussion arose concerning the delay in 
getting a quorum. The Chairman informed the Committee that he would discuss 
_ that problem with the proper authorities. 


After discussion about the opportunity of reading the briefs or to consider 
them as having been read, 


On motion of Mr. Forbes, seconded by Mr. Stenson, 
Resolved,—That the briefs be now read before the Committee. 


The Chairman called and introduced Mr. Mitchell who read a prepared 
brief which had been distributed in English and in French to the Committee. 


The witnesses from Canadian Manufacturers Association were examined. 


The Chairman thanked the witnesses for their co-operation and they were 
retired. 


Thereupon, the Committee agreed to have Mr. J amieson read the brief of 
the Branch Line Association of Manitoba and have the examination of the 
Witnesses postponed until the next meeting, later this day. (See Appendix G 
for map attached to brief) 


At 12:20 p.m. the Committee adjourned until 3:30 p.m. this day. 
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‘ The Committee reconvened at 3:50 p.m. The Vice-Chairman, Mr. 4 

Macaluso, presided. cy : 


Members present: Mrs. Rideout and Messrs. Armstrong, Berger, Boulanger, oy 
Cantelon, Cantin, Crouse, Deachman, Fisher, Forbes, Hahn, Lachance, Leblanc, ~ 


Legault, Lessard (Saint-Henri), Macaluso, Macdonald, Millar, Muir (Lisgar), q 
_ Orlikow, Pascoe, Rapp, Regan, Rock, Southam, Stewart (26). 4 


In attendance: From Branch Line Association of Manitoba: Messrs. — 
Jamieson, Vice-President; D. F. Rose, Executive Director; R. MacKenzie, Execu- © 
tive Director; Mr. Alan Scharth, Q.C., Solicitor; From the Department oF a 

Transport: Messrs. H. B. Neilly, Chief Economist, Railways and Highways — 


Branch; K. D. M. Spence, Q.C., Commission Counsel, Canadian Pacific Railway — 
Company; Walter Smith a representative from the Canadian National Railways. — 


= 


gn 


The Committee resumed its examination of witnesses from the Branch Lin 
Association of Manitoba. 


Following discussion, there being no further questions, the witnesse 
were retired. 


bat ik The Chairman informed the Committee that on Tuesday, March 30th th 
following witnesses would be heard: 

The National Legislative Committee, 
International Railway Brotherhoods, Ottawa. 
Canadian Industrial Traffic League, 
Toronto, Ontario. 
Maritime Transportation Commission, 
Halifax, N.S. 


a It being 5:05 o’clock p.m., the Committee adjourned until Tuesday. 
March 30, 1965. ae 
: Marcel Roussin, 
Clerk of the Committee. 


Cig 
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EVIDENCE 


The VicE CHAIRMAN: Gentlemen, we have a quorum. 


‘s Before we start the meeting I want to apologize to the delegation from > 


_ the Canadian Manufacturers Association and to the Branch Lines Association 


iy 


_ members and we only require a quorum of 12. 


: Mr. Muir (Lisgar): Mr. Chairman, before you continue may I say a few 
_. words on the same subject? I think it is disgraceful that in a committee of 60 


_ members we can get only 12 members here, 10 of whom are Conservatives. _ 
Half of the committee which is made up of 60 members consists of government 


members, and this is true of every committee in this house, and yet it is the 
opposition that has to make up quorums. I think it should be brought by your- 
_ Self, sir, to the attention of the Prime Minister that his members are not doing 


_ their committee work. It is disgraceful that a group of busy men, not only 
including the gentlemen who are here as witnesses but members of parliament 


a 


_ strongly. 
ae The VIcE CHAIRMAN: I sympathize with you this morning. As far as your 


7 
it 


have been no members from all the parties present, Mr. Muir, and I think it 
is a pretty general statement which you have made but I have made note of 
your comments and I will see that the proper people are made aware of them. 


Mr. KInptT: Mr. Chairman, I have one other footnote to add to this. Is it 
_ not possible for the government to appoint what you might call a schedule man 
_ from whom the chairman of committees could get permission to hold meetings 
fh) so! that ‘this overlapping could be avoided? | 


Herr 


The VicE CHAIRMAN: This has been a problem of all our committees, as 
you are well aware; this is an internal problem. That particular problem has 
_ been discussed. 

‘ Mr. KinpT: But you have done nothing about it. It is like everything else 
_ this government does, do nothing about it. 

" The VIcE CHAIRMAN: I have to rule this out of order, Mr. Kindt. This is a 
| biased comment and it is not my intention to be biased on this committee or 
on any other committee. I think we should proceed. 
p I want to introduce to you Mr. Mitchell, the chairman of the transporta- 
_ tion department of the Canadian Manufacturers Association. Mr. Mitchell will 


ls 


_ introduce the other members of his delegation. 
By 


a Mr. MILLAR: Who does Mr. Mitchell work for? 
L Mr. JOHN MITCHELL (Chairman, Transportation Committee, Canadian, 


_ Manufacturers Association): I am the traffic manager of Dupont of Canada. 
Mr. MiLuLar: I have given you a little plug. 

a Mr. MITCHELL: I represent here the delegation from the Canadian Manu- 

Pfacturers Association in my capacity as chairman of the transportation com- 

® 
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Be. of Manitoba for the delay in commencing. There are three committees sitting 
_ today, the Industrial Relations Committee, the Defence Committee and this | 
_ committee. However, that is no excuse because this committee numbers 60 


_ who have other work to do, have to sit around for half an hour just because > 
_ the Liberal members cannot get their members to the committee, I protest very 


he comments are concerned I would say that we have had committees where there _ 
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mittee of that association. I have with me Mr. A. S. Marshall, member of the 
committee, and Mr. W. J. Rae, also member of the committee. We also have 
Mr. A. R. Treloar, manager or the transportation department of the C.M.A., 
and Mr. R. E. Barron, assistant manager of the transportation department . 
the C.M.A. ‘ 
The VICE CHAIRMAN: Gentlemen, as stated earlier, it was my intention to — 
have the brief, which has been in our hands for over a week, taken as read and 
printed as an appendix to today’s proceedings. However, I will leave this in the 
hands of the committee. If they will agree to this, I will accept a motion on 
this. If not, we will proceed with the complete reading of the brief, and Mr. 
Mitchell and his delegation are prepared to deal with the main points in the 
brief and be open to questions on the complete brief. 
Mr. Forses: I will move that the brief be read. 
Mr. Stenson: I will second it. 
The VicE CHAIRMAN: Motion agreed to. 


Mr. CanteELon: Might I suggest that in future if briefs are in our hands 
for more than a day that they be taken as read? a 


The VicE CHAIRMAN: I think that is the proper course, that briefs should — 
be taken as read if they are here for more than at least a couple of days. — 
It is incumbent on all members to read the briefs before they come to this_ 1 
committee. The delegations go to a lot of trouble to prepare their briefs that 
are sent to us and copies are made of them both in English and French. 1a 
might add that the Canadian Manufacturers Association have prepared thi® 
brief both in English and in French and have distributed copies thereof. 
However, in the future I would hope the committee would take the briefs asi 
read and then the delegation can deal with the highlights of their brief and 
be open to questions. . 


Mr. MrrcHeLL: Submission of the Canadian Manufacturers Association tou 
the House of Commons standing committee on railways, canals and telegraniay 
lines with respect to the subject matter of Bill No, C-120, : 

to amend the Railway Act, the Transport Act, the Canadian National 
Railways Act, and to repeal the Canadian Ationale Canadian Pacific 
Act A 


D) 
) 


1. General Comments 


The Canadian Manufacturers’ Association welcomes the opportunity of | 
presenting its views to your committee concerning the subject matter of the 
above-mentioned bill. . 

The Association is a non-profit, non-political organization of manufac- | 
turers, first joined together in 1871 to take concerted action on their common 
problems. The association’s membership of over 6,000 is located in over 600° 
Cities, towns and villages from coast to coast who produce about 75 per cent. 
of Canada’s total manufacturing output. It may be of interest to note that 
more than three-quarters of the association’s member firms employ less than 
100 persons. r 

The increasingly acute railway nein arising from: the growth of. 
competitive forms of transportation in the post-world war II era, and whiell 
was brought into close focus in the report of the Royal Commission on u 
Transportation, has centred attention on the need for remedial action. : 


It is the association’s view that the content of the subject matter of the = 
bill in question, designed to relieve the railways of burdens imposed by law 
and public policy and to materially modify the existing economic regulation 
relating to their freight and express services, constitutes a significant step aa 
the right direction. ; ae», 


, v 
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The forthright principles expressly set forth in the national transportation 
policy for the attainment of an efficient, balanced and adequate transportation 
system, are regarded as being eminently sound. The views and suggestions 


_ submitted by the association relating to particular aspects of the subject 


matter of the Bill in no way derogate from such principles. 


2. Abandonment of Lines (Clauses 4, 6 and 7) 


It is the considered view of the association that the rationalization 
programme of abandonment could be more efficiently and economically ad- 
ministered by a single body, the board of transport commissioners for Canada, 
in line with the administrative plans suggested by the royal commission on 
transportation for implementing its recommendations on rationalization of 
railway plant, appearing on pages 139 to 144 of volume II of its report. 


In our opinion, the procedures prescribed in the above designated clauses 
of the bill governing applications for abandonment of lines, and the division 
of functions and responsibilities between the branch line rationalization au- 
thority, the board of transport commissioners and the Minister of Agriculture, 
as well as provisions for an appeal to the governor in council, unduly com- 
plicate the processing of such applications and would involve delays and 
additional expense by presenting opportunities for extending such proceedings 
Over a period of years. 


3. Provisions against unjust discrimination, preference and prejudice 
(Clauses 9, 10, 11 and 12) 


The Association is in accord with the purpose of the bill to rescind the 
existing outmoded provisions of the railway act prohibiting unjust discrim- 
ination, preference and prejudice in respect of tolls and services which impose 
a restraint on the railways in exerting their maximum competitive potential. 


At the same time, it is keenly conscious that, with the abolition of the 
sections of the act relating to such provisions, unlimited discretion will reside 
with railway management to stretch this new-found freedom to the other 
extreme of licence to discriminate with impunity between users of rail trans- 
portation whether or not such difference in treatment is attributable to com- 
petition of other carriers. In other words, while considerations of equity and 
fairness justify the removal of any legislative hobbles that restrain railways 
from competing with other methods of transport, it is quite another thing if, 
in doing so, the users of rail services are exposed to the whims of the railways. 
as to whether they will favour one shipper to the prejudice of another shipper 
competing in the same market. 

With the enactment of the changes proposed in this bill, rail carrriers 
are free, subject to the sole restriction that the rate must be compensatory, 
not only to meet competition but to make competition. If a railway, in order 
to capture the traffic of a particular shipper to a given market, chooses to 


- undercut the rate of a competing mode of carriage to a level that the latter 


is unable to match but denies equal treatment to another shipper competing 
in the same market, the aggrieved shipper would have no ready recourse and 
might suffer irreparable harm. Invoking the provisions of the proposed new 
section 317 by way of a petition to the governor in council to institute an 
enquiry into alleged acts of the railways which prejudicially affect the public 


_ interest would afford a remedy which is too remote and time-consuming, 


Even in the case of an agreed charge established pursuant to the transport act, 
a shipper alleging unjust discrimination is afforded access to the board of 
transport commissioners, which is empowered to fix a rate on his traffic subject 


_ to the same conditions as attach to the agreed charge. 


The association respectfully submits that there should be included in the 
amendments to the railway act a provision affording a remedy by direct 


sy 


“recourse to the board of transport ‘commissioners to a user of rail tr 
alleging unreasonably discriminatory treatment by a railway if it is shown that 
this is not justified by competition or other conditions beyond the control of a 


the railway. | ae Ne 


4. Class Rates (Clause 17) 


By this clause, section 332 of the railway act prescribing what the class 
rate tariffs shall specify would be repealed. Class rate tariffs are the medium 
employed by a railway for ensuring that it has a rate on file with the board — 
in accordance with the railway act for any traffic that may offer for movement 
over its rails, and, generally speaking, represent the ceiling rates charged by ‘ 
a railway. Heretofore, tariffs publishing these class rates have, by statutory — 
requirement, been published for all distances covered by the company’s A 
railway. a 

With the deletion of this requirement, the railways are given almost § 
exclusive powers by section 326 to fix, prepare and issue tariffs, tolls and © 
rates. Subsection (2) of this latter section provides that the tolls may be 
either for the whole or any portion of the railway. Literal compliance with © 
this latter subsection, therefore, would be effectuated if the class rates were | 
published for particular portions of the railway and, presumably, traffic offered — 
for movement from one portion of the railway to another portion of the railway — 
could be charged the sum of the individual local rates published for each 
portion of the railway traversed. ' 


a 

The association does not oppose the repeal of section 332 of the Railwa Ai 

Act but does submit that, in view of the special status of class rates, the@ 
present requirement that such rates shall be published for all distances covered — 
by the company’s railway should be continued. To this end, an amendment is 
suggested to subsection (2) of section 326 of the Railway Act, making it read: | 
“The tolls may be either for the whole or any portion of the railway bu 
freight tariffs publishing class rates as defined in section 331 of this act shall 
specify rates for all distances covered by the company’s railway.” Hie 


5. Ceiling for freight rates on captive traffic (Clause 19) 


This clause proposes to introduce into the Railway Act a new provisio1 
replacing the present section 335, that is designed to protect a shipper whos 
traffic is adjusted captive to the railway from being charged excessive rates b 
a rail carrier in the absence of competition from other modes of transport. 

On the application of such a shipper, the board is authorized to fix, for the 
transportation of the designated traffic, a rate equivalent to the variable cost o i 
carriage on the basis of carloads of 15 tons in standard railway equipment for” 
goods of the type to be shipped, plus a mark-up of 150 per cent of such variabl 
cost. Following receipt of notification from the board of the rate so fixed, the. 

shipper then enters into a written undertaking with the rail carrier to ship the 

- goods concerned by rail for a period of not less than one year at the fixed rat 

Where the actual weight of the shipment is in excess of the minimum of 15 } 
tons, an exception provides that the rate to be applied will be determined by 


cost in relation to which the said fixed rate was fixed, for each additional 5 
tons by which the actual weight exceeds such minimum weight until a t tal 
weight of 30 tons is reached, and a further deduction of 5 per cent for e 
additional 10 tons by which the actual weight exceeds 30 tons until a to 
weight of 50 tons is reached, the rate for heavier weights remaining constan 


This provision introduces an innovation in economic regulation th 
without parallel. For the captive shipper of goods normally moving in 1. 


i 


! 
i 


_ regulations to be issued by the board prescribing the items and factors that 
_ Shall be deemed relevant in the determination of “variable cost”, . 


He materials of heavy density with a loading capability of 70 tons or more per car. 
| Weight is of particular significance in determining the variable cost of any 


priate as a base for determining the ceiling rate on a 15-ton load, why is 


mining the ceiling rate on a 70-ton load? 
Furthermore, the variable cost of carriage of particular traffic is uniquely 


' mining the level of the specific rate which will result in maximizing the con- 


sensitivity of demand of the particular traffic under consideration. Clearly the 


' traffic, if it is to be permitted to move at all. 


hi We submit, therefore, that for regulatory purposes, the prescription of a 
mark-up of 150 per cent or any other uniform percentage, in relation to the 
relative variable cost for a car laden with 15 tons, to govern the determination 
of the upper boundary of the zone of reasonableness, would actually, in the 
guise of establishing mathematical accuracy, provide a misleading criterion if 


matical calculation that has yet been developed which would be generally 
acceptable as an appropriate measure for determining the maximum reasonable 
rate for the widely divergent classes of traffic using rail facilities. 


> 


_ section 335 of the.act by an amended section giving effect in essence to the 
_ following: | | : 
f 4. shipper who is prepared to enter into a written undertaking with 
a rail carrier to ship all shipments of his designated goods by rail for 
a period of not less than one year, may, if dissatisfied with the rate 
applicable to the carriage of such goods after negotiation with a rail 
earrier for an adjustment of the rate, apply to the board to fix a just and 
reasonable maximum rate for the carriage of such goods. 


file and publish a tariff of the fixed rate to become effective upon such 
date as the board may, by order or regulation, direct. 

The term “shipper” as used in this section is to be construed to mean 
a person sending or receiving or desiring to send or receive goods by 
means of any rail carriers to which this act applies. 


6. Authority to agree upon and charge common rates (Clause 19) 

iy Under the provisions of this clause, it is proposed to add a new Section 336 
_ of the Railway Act, permitting the railway companies to agree upon and charge 
common rates. 


__an acceptable measure of protection, but manifestly its validity as an adequate 
_ measure for even this limited application cannot be assessed in advance of the > 


Regardless of its propriety for captive traffic of the type mentioned, how- 
_ ever, this association submits that the selection of a minimum weight of 15. 
BS tons in determining the variable cost of traffic of all kinds is quite unrealistic. 
_ A substantial portion of the traffic captive to the railways consists of bulk 


variable cost at the 70-ton level not equally as appropriate a base for deter- — 


important not only as establishing a price floor but also as a guide in deter- 


tribution to the overhead burden and consequently to the carrier’s net income. — 
‘This determination, of course, involves a matter of judgment as to the price 


i Same considerations are pertinent in determining a price ceiling for any such 


' uniformly applied to all captive rail traffic. We are not aware of any mathe-_ 


The association urges replacement of the provisions set out in this proposed | 


Where a fixed rate is made under this section the company shall — 
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Ms Movement, as of course, the more units of weight there are (whether it ‘be LU 
| expressed in tons or some other unit) over which to spread the variable Cost, 
_ the less is the cost per unit. If, then, variable cost at the 15-ton level is appro- — 
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It is the position of the association that, if this new provision is to be a 
construed as including wholly owned or controlled trucking facilities of the rail- 
ways, the proposed provision should be amended to specifically exclude pales 4 
trucking entities from its operation. 


7. Carriage of Her Majesty’s Mail, Canadian Forces and Peace Officers q 
(Clause 27) 4 

The proposed new provision replacing section 356 of the Railway Act 
requires the carriage of Her Majesty’s mail, members of the Canadian forces 
and peace officers by the railways at rates consistent with Section 334. 

In order to ensure that such negotiated rates fully reflect the national — 
transportation policy and to avoid placing any burden on other traffic, it’ is aa 
suggested that subsections (1) and (2) of this section be amended to read: — 
“st such rates as may be determined by the board to be compensatory.” 


8. Other statutory provisions imposing an obligation on the railways not ; 
consistent with National Transportation Policy : 


4 
The proposed legislation does not contain any amendment to the Railway a 
Act implementing national transportation policy with respect to the obligation — 
on the railways to provide free transportation to certain members of society, 
currently imposed under section 351. This obligation was commented upon by q 
the royal commission on transportation, at pages 51-52 of volume I of its — 
report, in the context of the principle urged throughout the report that — 
carriers should be compensated for services which by statute they are obliged — 
to perform. q 
It is the view of the association that this obligation to provide free trans-_ q 
portation is similar to other burdens imposed on the railways which con- — 
tribute to a misallocation of transportation resources and which the provisions | 
of Bill No. C-120 are designed to relieve. It is therefore recommended that the © 
above-mentioned section of the act should either be repealed or be amended tom 
provide for the payment of compensation to the railways for services rendered — a 
under this section. Y 


fat 4 


At 


9. National Transportation Policy (Clause 1) i. 
It is observed that this bill, in the form introduced, does not propose ~ q 
to incorporate the national transportation policy enunciated in clause 1 thereof — 
into the Railway Act itself. As this policy represents a clear break with the 
past, it is regarded as important that it should be given prominence in the ‘ 
statute most vitally affected by this declaration. yy 
The association accordingly recommends that this declaration of national | 
transportation policy be incorporated as an integral part of the Railway Act. 
It is suggested that it might properly replace the statement of national freight | 
rates policy at present appearing in section 336, which by this bill will 
be deleted. a 


All of which is respectfully submitted. 


The Canadian Manufacturers’ Associauaaay 


The Vice CHAIRMAN: Do the other members of your delegation wish to 
say anything before the questioning begins, Mr. Mitchell? 8 
Mr. MrrcHeLtu: Yes. Mr. Marshall has something to say with respect 10 
the ceiling for freight rates on captive traffic. As you could see in reading a 
brief, this is a rather involved section. Mr. Marshall is familiar with this aspec' 
and he is prepared to add something to the brief separately on this subject. 


The VicE CHAIRMAN: Very well. Mr. Marshall? 
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Mr. A. S. MarsHaty (Member of the: Transportation Department, Canadian 
Manufacturers Association): Mr. Chairman, and members of the committee: 
this is a matter of giving some illustrations of how this particular section of 
Bill No. C-120 would operate. The association recognizes that the section of 
Bill No. C-120 dealing with maximum rate regulation is designed for the - 
protection of the captive rail shipper. We recognize that the formula incor- 
porated in the bill was a faithful reflection of the express intent of the royal 
commission. On behalf of the many members of the association, who are 
indeed captive shippers, we sincerely appreciate the concern shown for the 
captive shipper by the commission and by the drafters of the legislation. How- 
ever, we are convinced that the particular formula expressed in Bill No. C-120 
entirely defeats the purpose for which maximum rate regulation is intended. 


I will refer to and illustrate two of the main defects. Firstly, as stated in 
our brief, a very large volume of captive traffic is represented by heavy 
loading bulk materials, some of which are loaded in carloads of more than 70 
tons. Iron ore is a good example. For several reasons, an arbitrary calculation 
based on 15-ton cars is completely useless as a base for calculating costs of 
moving traffic of this nature. Perhaps the easiest error for me to explain is 
represented by the fact that, for example, the Bill No. C-120 formula would 
require the board of transport commissioners to calculate variable costs of 
iron ore traffic as if it would require five times as many cars as would actually 
be used in the movement. This would not multiply variable costs by five, but 
the variable cost so calculated would certainly be a multiple of the true vari- 
able cost based on the actual shipping conditions. I will give examples later. 


The other principal-error in the formula is the requirement that a loading 
of 150 per cent be added to the variable cost in order to arrive at the fixed 
maximum rate. This might be appropriate in isolated cases, particularly high 
value commodities. But bulk shipments of relatively low value commodities 
could not possibly support such a drastic loading factor. 


Perhaps the best recognized proof of this is in the recommendations of 
the royal commission itself with respect to export grain rates. They require 
as a standard to be used for loading over and above variable costs, amounts 
which represent about 24 per cent of variable costs in the case of the Canadian 
Pacific Railway and about 22 per cent in the case of the Canadian National 
Railways. Grain rates are, of course, a special case, but at least we are entitled 
to take it that the royal commission believed that the railways would be 
adequately reimbursed in the case of this particular capitve traffic by the 
payment over and above variable costs of about one-sixth of what was 
prescribed in Bill No. C-120. 


I offer the following as examples of the compounding of these two er- 
roneous factors, that is the 15-ton carload base and the 150 per cent loading 
on variable costs. Using the accepted railway costing procedures, estimates 
have been made of the application of the Bill No. C-120 maximum rate for- 
mula to three well established published freight rates for iron ore. Here are 
the results: 


(1) A shipper whose established rate is $2.68 per net ton would be 
offered the protection of a maximum rate of $18.22 per net ton. 
(2) A shipper whose established rate is $3.70 per net ton would be 
offered the protection of a maximum rate of $28.65 per net ton. 


' (3) A shipper whose established rate is $1.46 per net ton would be 
offered the protection of a maximum rate of $9.12 per net ton. 


Allowance has been made in these figures for the discount for heavy © 
loading allowed by the act which amounts to 25 per cent of variable costs. 
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Snpiguely the néeoceity te make me Cae ater: as it five times too 
cars would be used, compounded by the excessive loading of 150 per cent, 4 
makes the theoretical protection of the maximum rates absolutely meaningless a 
in these particular cases. It is safe to say that the same would be true in greater a 
or lesser degree in a vast volume of bulk commodity captive traffic. Ae 


The Vick CHAIRMAN: Gentlemen, I have Mr. Cantelon first on the list coe a 
- questions. | 


Mr. CantELON: I am very much interested in Mr. Marshall’s comments on a 
the effect of the maximum rate loading. I think that this probably opens a ~ 
whole field of railway cost processes. I am particularly interested in them in ~ 
relation to the rail line abandonment. It seems to me that we are faced with — 
the fact that the board of transport commissioners, accepting the railway’s 
cost figures, will decide whether a line should be abandoned purely on economic a 
grounds. Am I right in thinking that you are quite in agreement with this @ 

procedure? ei 


Mr. MrrcHetu: If you are speaking on the question of the abandonment of — 
lines in item 2, I take it you are assuming that the board of transport commis- _ 
sioners might come to a decision based on some other cost factors that we — 
have been speaking about. Certainly this is the way the statute appears to A 
read at the present time; that it would be subject to the branch line abandon- | 
ment authority taking the matter up and taking into consideration, as the © 
proposed bill indicated, a series of economic factors that might certainly affect 7 
the area in which the line appears to be served. As indicated in our brief, — d 
we feel that having the board do some work, having the branch line author a a 
pick some other facet of this, then, in Be Hen, having the Minister of Agricul- 
ture participate—and as we see it the proposal is silent on what factors th 
Minister of Agriculture adds to this, or what he considers—seems to at leas 
create a certain amount of duplication and an expensive consumption of tim 
in order to resolve a situation, all of which can be set aside if the matter goe 
to the governor in council. 


Our recommendation is that because the board of transport commissioners | 
have been participating in the subject of the abandonment of railway lines” if 
as far back as the early 1930’s, they represent a valuable medium by which the 
whole subject could be taken up under review by one body. If in the light ofm 
the thoughts conveyed in this bill the board of transport commissioners may — 
not perhaps have been doing some things as extensively in the past as would § 
be desired in the future, it would seem they could be readily instructed and ~ 
delegated to cover other areas of examination through the medium of the © 
proposed bill. We would see no reason why additions to their facilities, coul 
not be readily accomplished and a better result, a more integrated and a quicker 
result, achieved in the examination of proposals for the abandonment of branch | 3 
lines or other parts of railway lines. me 


Mr. CANTELON: I understand that, but I think you missed the point I we Ss 
trying to get at, perhaps owing to the way I phrased it. Of course, the present | 
rationalization authority has no power to actually stop the abandonment: Pi | 
can only hold it up for a period of time. It is compelled to accept the costing 
analysis that the board of transport commissioners suggest, and they in turr 14 
would actually be taking, I would think, the costing figures that the railway ff 
presents to them. Therefore, the sole factor governing the abandonment of 
that line As the Jaana processes that the railways apply to their decision 
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considered at all in the decision to abandon a line. 
- Mr. MrrcHeui: Not apparently. I think this is right, although it is suggested 


_ things as alternative transportation facilities, a reasonable time required for 
adjusting the facilities, the probable effect on other lines, and the feasibility 
of maintaining a line on any segment as an operating line in the system of 
another railway; and, of course, the time element is in order to permit the 
realignment of organizations that are affected by the possible abandonment 


- Sociological problems that might be raised by the abandonment of a line. 


ae Mr. CANTELON: You see, there is actually nothing in the bill so far that 
_ Says there shall be rationalization of these lines; in order words, that there 
_ ‘shall be an authority which would say that this line may be abandoned and 
_ this one kept in operation because it is necessary for the particular area. 


they should, instead of being abandoned, be combined, and things of that kind. 
_ However, this is not in respect of whether the line should be abandoned; this 

decision will have already been established if the board of transport com- 
_ missioners said it was an uneconomic proposition. All this does is to relate 
_ it to the time aspect: it does not influence the board’s decision. If there were 
one body, you would perhaps not have this divided authority and divided 
_ areas of interest and there might be a better correlation of different interests. 
It might then be possible that the whole problem whether to abandon or 
' not to abandon the line would not be a piecemeal operation but one that would 
_ be wrapped up, and it might then result in a different decision. 


Mr. CANTELON: It might perhaps, but it still seems to me it leaves the 
_ two basic points, the one that you have emphasized and the point Mr. Marshall 


costing procedures in the railways that are not satisfactory. I am trying to 
_ make the point that there may be costing procedures in the abandonment of 
rail lines which might not be actually satisfactory either. 


‘ Secondly, there is really no rationalization but merely abandonment and 
_ there is no attempt to treat the matter from the over-all point of view. For 
_ instance, in my particular area this is particularly noticeable because the 
' Canadian Pacific Railway so far has named no branch lines for abandonment so 
_that we do not really know where we are. This is the point I am trying to 
“make, that there is no real rationalization; there is just a policy for abandon- 
| ment, not even a complete policy of abandonment. Yi 


| Mr. Muir (Lisgar): My questions relate to section 2 of your brief in 
which you are recommending that the administration be under one authority. 
I am wondering about this because actually under the bill the branch line 
_ authority is only a fact-finding body which recommends certain things to the 
_board of transport commissioners which they can either accept or not accept. 
_ They, in fact, are the final authority which decides whether a line should be 
-abandoned or should not be abandoned, if I read the bill correctly. It says, 
in clause 314B(3): 

GG Where, after verification of losses by the Board of Transport Commis- 
sioners for Canada, the board finds that a branch line is not uneconomic 
the board shall so report to the authority; if the board finds that the 


that the "social background and the national need for these lines are not 


_ that the branch line authority—and this is only in relation to fixing dates once : 
- the board of transport commissioners have said this was an uneconomic branch 
line and perhaps ought to be abandoned—can consider, as it says here, such 


of the branch line. I do not think that our group would object—I rather suspect e 
we would not—to any broader outlook, as you have mentioned, affecting the 


\ Mr. MiTcHELL: Except that the parts I was just touching on here, I think, | 
- come close to that, as I read them, such as the effect on nearby lines, whether © 


' mentioned in commenting on the maximum rate load, namely that there are — 
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branch line is uneconomic it shall similarly so report to the authority, — j 
and approval of abandonment for the purposes of section 168 is auto- — 
matic. me ; 


I would think that if we are going to have a proper administration of the 4 
national transportation policy you cannot give to the board of transport com- — 
missioners something which is not in their field. If I understand their operations _ 
properly, they deal with the financial operations of the railways by setting up 
a branch line authority that could lock at that particular area rather than ata 
particular branch line, which is what the board of transport commissioners are 
now doing. We have had piecemeal branch lines set up and this has worked © 
hardships. I think that if you gave the branch line authority, the proper 
authority to look at an area and say “We will abandon, say, 30 miles of the | 
Canadian Pacific Railways providing we can use 25 miles of the Canadian 
National Railways to make these two lines into an economical operation’, it 
would be a practical way of doing this. I do not see the board of transport 
commissioners doing this. 


Mr. MrrcHEeLL: Our view was that they could be charged, under a modified — 
bill, with this particular responsibility. They could acquire, if you like, the @ 
same kind of staff which the branch line authority has—these people are going © 
to have to come from somewhere—if it were felt that the existing personnel — 
of the board has displayed competence in this area for the last 30 years in @ 
considering branch line problems. Incidentally, in the past, the board of trans- _ 
port commissioners, in considering the problem of the abandonment of lines, — 
have not confined themselves simply to the economics of that particular line. a 
They have in fact based themselves on a system of rationalization, taking into © 
account specific economics and sociological situations which, admittedly, are — 
not laid down in the existing legislation but to which, in some measure, they 
have paid attention. This could be laid down, we believe, and result in anj@ 
integrated and correlated examination of the abandonment of these types of 3 
facilities. We fail to see how breaking this up could achieve anything when we 
have an organization such as the board of transport commissioners. 4 

Incidentally, I notice that some earlier witnesses have proposed the same 4 
type of thing. I believe one of the elevator groups proposed that there should 
be one group. This is in essence what our association suggests, that there be amg 
single body. We happen to hold the view that that body might well be the a 
board of transport commissioners for the reasons that I have suggested to you. | 


Mr. Murr (Lisgar): You do not think there could be a division of the areas : 
of influence where one group could look at the complete national transportation a 
policy which would integrate the various transportation systems of the country, a 
—that would include pipe lines, trucking firms and any other means of trans- 
portation—whereas the board of transport commissioners could probably look 
at the financial operations of these groups? Do you not think there is any — 
difference there? 3 


Mr. MrrcuHeLu: If I have interpreted you correctly, I think the question of # 
integrating for the purpose of providing service to an area, just thinking. in © 
terms of pipe lines or even highway transport, would require some other legis- E 
lative changes to make it possible. Subject to having those legislative changes, ~ 
I do not think it is beyond the scope of the board of transport commissioners to 
administer something along this line as well as some other board or separate - 
group. Does that answer your question? _ 

Mr. Muir (Lisgar): The bill also says that one railroad may use the facil- 
ities of the other railroad. Would you not use a stronger word than “suggest” 
in order to have a proper transportation system across this country? Fro n 
what I have heard I do not think the Canadian National Railways and the: 
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Canadian Pacific Railway even talk to one another, so that to suggest that the 
Canadian Pacific Railway carry box cars from the end of the Canadian National 


_ Railways line is probably asking for something that is unrealistic. 


Mr. MITCHELL: Perhaps the word used in the proposed bill is not even as 
strong as “suggest”. It says that for that purpose it shall have regard to all 
matters that appear to the authority to be relevant, without restricting the 
generality of the foregoing. I am not sure how you can interpret the words 
“shall have regard’’. Perhaps they can be construed as meaning that all you 
~have to do is to think about it. However, I might say hopefully, that on reading 
the whole sentence in its context it might be understood to mean that they 
not only have to think about it but we do trust they will do something about 
it. They may need some other powers to implement something here. 


Mr. Muir (Lisgar): I am wondering if we can ever have a proper national 
transportation policy. Mind you, I am not in favour of taking over the Cana- 
dian Pacific Railway. I believe in free enterprise. I do think, however, that if 
there should be a national authority which can say to these railways, “If we 
are going to allow you to abandon X line and make the saving that you are 
making on that at the expense of the influence you are going to have on that 
particular community”, then I think there should be an authority that can 


_ say, “but you shall use part of another railway line’’, 


Mr. MitTcHELL: I do not think this does any violence to our association’s 
thinking. We think there should be such an authority or a body, and we sug- 
gest it be the board of transport commissioners or any other group, in order to 
comply with the transportation policy as indicated in the preliminary part of 


_the proposed bill. They should be invested with such authority as might be 


desired and as appears necessary to implement the policy in its various areas. 


Mr. FISHER: Do I take it from your last paragraph under general com- 
ments that when you say “the forthright principles expressly set forth in the 
national transportation policy”, you refer to what is in the preamble of the 
bill? Do you refer to that as the national transportation policy? 


Mr. MITCHELL: Yes. In clause 1 of the bill it says: 


It is hereby declared that the national transportation policy of 
Canada is the attainment of an efficient, balanced and fully adequate 
transport system. 


Mr. FIsHER: Do you feel that there is something different in the changes 


_ from what we have had, and from what would have been generally accepted in 
| the past? 


Mr. MITCHELL: We think that it does better. Perhaps we would like to 


| think that that is what we are hoping to attain all the time. But at least on 
this particular occasion we believe it is well set out, and that it is something 
' worth while to keep in front of us. 


Mr, FISHER: Has the Canadian Manufacturers Association had any open 


: discussions or arrived at its policy with regard to combines legislation and with 
regard to the building up of very large organizations in private industry? 


Mr. MITCHELL: You ask if the Canadian Manufacturers Association has 


| done this? 


Mr. FISHER: Yes. 


Mr. MITCHELL: I do not think I would be in a position to answer that. My 
-association or relationship with the association is simply in the area of traffic 
work. It might well be that other segments of the association have some inter- 
est in the areas which you mention. 
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‘Mr. FisHer: These so-called principles of national transportation poli 
seem to rest on the general thesis of the royal commission as an ideal to 4 
which we have been moving, by attacking the changes, and setting a situation id 
where we have competition between competing modes of transportation. This | 
seems to have been made a cliché by the royal commission, within competing — 
modes. : oa 
What I find difficult to understand is that when you have a kind of 
vertical integration with horizontal transportation such as the Canadian Pacific 
Railway, and the Canadian National Railways getting into a number of trans- a | 
portation fields, they almost cover the spectrum except for a very limited a 
way with the pipe lines. And even there the Canadian Pacific Railway is a © 
major holder in some of its investments in pipe lines. You have a situation i 
where the outstanding private carrier in this country is involved in all these ) 
modes of transportation. e 

_ This makes it very difficult for me to see how the competing modes can 
really come into play. It seems to me that the idea of competition is one that © 
you must get within any mode of competition. I do not see how this works — 
in the case of other modes. I do not see how you can attain this aim when you ~ 
have a transportation company operating in a number of fields. I was won- 
dering what the Canadian Manufacturers Association attitude was about thi 


| Mr. MrrcHetu: I think this is related to the aspect that we have raised 
I would like to ask Mr. Gray to comment on it, and I refer to the court 0 
appeal. It is because we have some reservations that competition will do all © 
these things. Indeed, as a matter of fact, if you were to refer to volume iG 
of the MacPherson royal commission report you would see they actually say | 
this. They say that in Canada competition is not necessarily completel 
effective. | . 

Mr. Fiswer: It seems to me that when you take note of section 6 of your © 
brief you speak of the variety of agreed and common rates. It seems to me 


that you are making it practical, and that this has flowed from your suspicions. | 


Mr. MitcuHett: That is right. We recognize thatiif At were commented — 
upon or controlléd as we suggest, it might have an effect on diluting the - 
effectiveness of truck competition even if it is there. As you know, truck | 
competition in a great many areas is a very effective medium today. Pi 

Mr. Fisuer: Yes, but it is also quite apparent that both major railways — 
have been quite effective in moving into trucking because of their capital © 
resources which, in the case of the Canadian National Railways, are almo 4 
unlimited. The trend could go on in a remarkable way. I do not know if” 
everybody is aware of the fact that I have met a number of truckers who | 
seem to be almost waiting for the next bid from the railways. That was why — 
I was wondering about the value of this competing mode argument. I won 
dered if the Canadian Manufacturers Association had ever considered that 
might be better to advocate a separation of ownership, so that the ownership © 
would be confined within one of the modes. a 
3 Mr. MircueLL: We subscribe to a railway or any transportation organiza- 
tion for the purpose of a transportation job using whatever facilities it has or 
it may acquire, or that it may build or create. We think that competition is” 
something highly effective. It happens that a great many rates today arell 
based exactly on the efficiency of the trucking companies to compete. But | 
we do not think that in this country it is a cure-all; hence our comment that, 
at some point of time, while wishing the railways to keep as much freedom 
as possible, we should have a court of appeal, just because we cannot be sure. 

Mr. Frsuer: In other words, despite your faith in competition in tra 
portation, and in a national transportation policy, like many other organiz 
tions you want to have a strong regulatory or examining authority in tl 
field? | 
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‘Mr. MiTcHELL: To the extent that something gets out of hand that is | 


 prejudicially unfair and discriminatory, we want to have a policeman on the 


corner. We want to have somebody to go to talk to who is an arbitrator or 
mediator, or someone who will listen and perhaps see the situation more ob- 
jectively, because the other two parties are highly interested ones. They might 
get emotional, or something like that. I wonder if Mr. Gray has something 
to add. 


Mr. W. J. Gray (Member of the Transportation Committee, Canadian 


Manufacturers Association): Please carry on. Your answer is quite all right 


to the particular question. 

Mr. FISHER: You are aware that the royal commission report suggests the 
setting up of a national transportation authority which would be detached from 
the board of transport commissioners in its work as a policy making group. 
Did you consider at all making a recommendation or a comment on that part 
of the royal commission report? 

Mr. MITCHELL: Yes. This has been talked about, but we have taken no 
action. 

Mr. FISHER: Is it fair to ask you why you decided to let it go? 

Mr. MITCHELL: We were merely concentrating as far as this group before 


you is concerned on the essentials of the proposed bill, Bill No. C-120. 


Mr. FISHER: It seems to me this is a very important point that your 
organization has. Some of us are critical of the bill for failing to carry out 
what we consider to be the main recommendation of the royal commission. 


It is important for us to know what an organization of your strength feels 


about that particular part. It seems to me that the bill—and I am speaking 
somewhat critically—is an inadequate crystallization of what was in the minds 
of the royal commissioners just on that particular point. 


Mr. MITCHELL: We did realize that as far as it went it did not encompass 


_all the recommendations of the royal commission. But I cannot answer your 


question about how far we have thought. We have given it some thought, 
but at the moment we have concentrated simply on the bill. We recognize 
that there are some areas which are not covered. Within the bounds of 
probability, in the process of time, the Canadian Manufacturers Association 


may well be given consideration to those other areas, and we may be making 
appropriate recommendations at the proper time. 


Mr. FIsHEer: It seems to me—and this may be just my own impression— 


the government has intimated that it will be bringing in a much revised bill 
which will properly refiect some of the suggestions being put forward. 


Mr. A. R. TRELOAR (Manager, Transportation Department, Canadian Manu- 


_facturers Association): Perhaps I might clarify the position of the association in 
this respect. It is simply that when this bill was introduced, the Minister of 
Transport indicated in the house that this bill would not give effect to all the 
recommendations of the royal commission, and that the bill would keep certain 


features in reserve and would not deal with transportation by motor truck 


_and other matters which appeared in the report. So we felt that it would be 
somewhat premature if we tried to jump the gun. We thought it preferable 
to let the government decide what should be in this bill, and we are willing 
to wait until it brings forth its proposals, at which time we will comment on 
them. 


Mr. FISHER: Let us say that there are negative sections to this bill which 


affect to quite an extent the area which I represent. I refer to the bridge 
‘subsidy, and the fact there was a recommendation that it be abolished. It has 
been abolished, and this bill has some effect on the shippers in that region, 
Particularly between Sudbury and Kenora, and particularly north of the line 
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of the Canadian National Railways, and a little less so to the south of that<@ 
line. You have the comment that you feel that the decision to abolish the bridge © 
subsidy ties in with the purposes of the national transportation policy as set I 
out. I am curious to know whether you received representations from that 
area from some of your members about what effect this might have on their 4 
position. A if 

Mr. TRELOAR: Oh, yes, we have had communications from various parts — 
of our organization. You can easily see that our members in British Columbia — 
would desire to ship into the prairies in competition with a man in the east, — 
and that they are delighted to get rid of the bridge subsidy. Therefore, if you — 
have a split division within your organization, you are not the most impartial — 
party to advance their views. ‘ 


Mr. FisHer: That is a good explanation. In terms of the captive area, you dl 
have a recommendation which interests me, because it will offer some protection. — 
I would like to ask the gentleman who gave us the rates on iron ore whether | 
he had any practical discussions with shippers such as Inland Steel or Steep © 
Rock Iron Ore, which is shipping to Vancouver from the lake head? oS 


Mr. MarsHaLu: I am not quite sure how broad your. question is. 


Mr. Fisuer: You gave us an indication through some iron ore rates of 4 
what would be the consequence and effects of the formula set up to determine _ 
what the charges should be. Does this tie in with some actual rates which — 
are in existence at the present time? 


Mr. MarsHALL: Oh, yes. The rates which I cited were all published rates — 
which have been in effect for some time. The costing which was done was > 
simply to apply the formula of Bill No. C-120 to the same existing rates to — 
compare the maximum rates with the existing rates. But they are all well 
established rates. a 

Mr. FIsHER: Let me give you an example which has developed over the 
years. I refer to a dispute which has gone on between Steep Rock Iron and 
the Canadian National Railways. Steep Rock at one time even talked about © 
building their line down through the United States to water. There have been 
all kinds of arguments and pressures developed in the case of Steep Rock, 
who always argued that they had to regard their condition vis-a-vis t 
American shippers in the matter of truck competition. Did you consider at al ue 
that one of the criteria which might be considered would be competitive rates. . 
on the other side of the border as a factor in determing what we should charge? 


Mr. MarsHALL: Well, that was not taken into consideration in this particu-| 
lar case. It is true though that there would be some cases where competitive 
rates south of the border might be effective competition; and there are cases — 
but not too many—because of the longer routing, which would apply in many 
instances between two border points, which might be practical, but in a great 
many instances it would not represent practical competition. i a 

Mr. FisHER: In terms of a captured area, and the problems of a captured 
shipper, this particularly applies to the shipping of bulk commodities such 
as iron ore, lumber, pulpwood, and things like that. I like your recommenda-_ 
tions but they seem in a sense to be very brief and very general. I wondered if 
you could possibly at some future time provide this committee with son : 
more examples to reinforce the arguments put forward. This is one of he 
things which is of great concern to an area which has in a sense a g 
deal of captive traffic, and it is vital. I am glad you are attacking the form 
but I would like to see a more detailed case presented. It seems to me 
you have the kind of organization that has the best resources to do this. 
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“a ‘committee. I am sure that there are many other examples. These just happened 
_ to be three of them. I am sure there is more information available. 


Mr. FISHER: Did you find that there was considerable concern about 
particular sections of the bill among your members? 


Mr. MARSHALL: Yes, primarily. 


Mr. FIsHER: Has there ever been any discussion or consideration by your 
' association at any of its meetings concerning the question of the subsidies 
structure built into this new bill? I notice in effect you have much comment 
on the bill on what is one of the most criticized aspects, and that is the very 
large scale subsidies which have been injected into it, over $100 million, by 
some people over the next number of years. 


Mr. TRELOAR: When you mention $100 million, I can only assume that you 
| mean all the subsidies. 


Mr. FISHER: Yes, piled all up. 


Mr. TRELOAR: We recognize that this is in accordance with the principle 

of the national transportation policy. If we are going to require a carrier to 

' provide a service which is going to involve a loss, then we are going to have 

to reimburse him if we insist upon his providing that service at a statutory 
_ rate level. 


Mr. FISHER: You recognize that this shoots holes completely in the whole 
idea of a national transportation policy having in view a normal competitive 
set-up. | Sr 

Mr. TRELOAR: I do not feel that it would follow if you are going to pursue 
a policy that would leave various forms of transportation without restraint. 
You certainly will not get such a situation, where a carrier, knows that he’ 


an old dollar in that respect. But we are fully in agreement that competition 
is the sole factor in determining or getting the most efficient allocation of 
our resources, and we think that principle should be carried out right through. 


Mr. FisHER: It breaks down in a number of cases because it just is not. 
_ practical in terms of general policy, such as in the case of the Maritime Freight. 
Rates Act, and situations like that. 

Mr. TRELOAR: Yes, we recognize that that is part of the national policy, 
and we recognize why it was one of the terms of their coming into con- 
federation. But this has to be put into a separate class. You have to give some- 

| thing to each part of the country. 


needs some kind of assistance? 
Mr. TRELOAR: Yes. 


Mr. FIsHER: And you know of special situations in regard to rail abandon- 
' ment because of the social problems, and with regard to wheat raisers, because 
_ of the particular and additional protection offered them by the Crowsnest pass 
_ rates. But whetn you add up all these things, where are you left in terms of 
the ideal picture of competition and of competing modes? It would seem to 
me to enforce the idea that you have to have continual appraisal going on all 
| the time to review changes in national transportation, and that there should 
be a policy making group looking at the whole picture. 
| Mr. TRELOAR: In the past the railways have taken, as you know, past 
usage as an instrument of national policy in the rate structures and in the 
' matter of providing rates. In the generation in which they operated at that 
_ time this was a phenomenon. This means cross-subsidization from one service 
_to another across the system. As long as this could be carried on within a 
21829—23 
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is performing a service at less than cost. He is not getting a new dollar for 


Mr. FISHER: You have consideration for the captive shipper, where he 


| RAILWAYS, CANALS AND TELEGRAPH LINES Man. Chey 


s Michaibas ‘MarsHALt: I think some detailed information could be given to the 


sae ek Le, AD ADE Ve SES ried Eee AY Ba peer an De Age Nie ys iis ia oe 30% JS ",* "SS 5 nm! Ase 
"4 hy ed ‘ a ’ wee eS iia a ee cA ie Xt ‘ "1 i Vo rsa ee © a ee - “i r4, 7.0 

aD) SEER ast r ee yh IML EN TA AEDS REE ON ut) A pkg ORS tracey ae Gt ne eee a cr 
‘ Bini Mitac Beebe Nereis aes 


1026 STANDING COMMITTEE — 


semimonopolistic situation, we were agreeable to it, but it was an unbearable 
burden on the freightpayers. 
Then with competition coming into the picture, and the freightpayer in 
addition having to bear his contribution to overhead on this unprofitable traffic 
which was carried because of national policy, it meant that the rates were 
raised very high because of the deficits incurred on the passenger system and 
all the rest of it. Then the railways said that they could not get the traffic. 
Then other means of transportation came in and walked away with the traffic 
under this umbrella. So you have to have a new policy which is based on 
competition. If we start with a transportation policy which will carry the 
traffic at a price which will suit the shipper, then others will have to follow it. 
Mr. Fisuer: The whole policy is severely limited by these other factors 
that you mentioned. : 
Mr. TRELOAR: Yes. These items, as you say, have had an effect on national ~ 
policy, and you have to take care of them in some way or other. That is true. a 
Mr. FisHer: Has this analysis that arises from the policy aspect of the bill 
led you to make any decision, or to make any comment on the financial posi- 
tion of the private company within the field, such as that of the Canadian 4 
Pacific Railway, in relation to asking for separation, let us say, of its railway 
functions from its mining or investment holding functions, in order to give — 
the transportation authority a clearer picture of what is profitable, or what — 
should be the real rate situation? I bring this up because in essence I wonder ~ 
whether the situation of the Canadian Pacific Railway, with its great number — 
of other interests, does not confuse the picture on the railway side of its a 
operations. i 
Mr. TrELOAR: In response to this we felt that this particular situation would 
be adequately taken care of under the provisions of this proposed bill which — 
directed the board in respect of the classification of accounts, and the different 
functions performed by the railways, so that they would be stated separately. a 
We felt that they would not be able to combine and subsidize one part of 4 
their corporation from the earnings of another part of their corporation, let us 4 
say. 
Mr. FisHer: That makes sense from the point of view of the rate part, — 
but it does not make sense in terms of the complete financial picture, let us : 
say, of the Canadian Pacific Railway which is a private situation, and I refer | 
to the price of its shares. I am curious about the fact that ever since this bill 7 
came out in detail the price of Canadian Pacific Railway shares has been going 
up. There may be other factors involved in it, but one is led to the conclusion © 
that this looks like a pretty nice package for the Canadian Pacific Railway as — 
a corporation. I wonder. - 
I am thinking about it from the point of view of a shareholder. I admit a 
- that the way in which you approach it, from the point of view of a shipper, 
or of that of a company shipping goods, gives you a clearer basis. But what 
about these other factors. When the payments come in, and when the subsidies — 
come in from these other sections, it seems that they are very valuable to | 
the company and not just to its raliway operations. o 
Mr. TreLtoar: Actually we did not regard it in that way, or we would 
have bought some of their stock. a 
The Vick CHAIRMAN: I have Mr. Southam, Mr. Millar, Mr. Muir, and Mr. 
Stewart. Ss 
Mr. Mriuar: In line with Mr. Fisher’s questioning I would like to ask Mr. — 
Treloar if his association would suggest that the subsidy which is put in 
should be shifted from the freightpayer on to the taxpayer as a general gov- 
ernment subsidy? a 


“( 
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Mr. TRELOAR: That is what it amounts to. 


Mr. Miuuar: Is it not a fact that the taxpayer is now paying the freight 
rates, as you people all know? It is the same “guy” is it not, regardless of 
where he ships it? 

Mr. TRELOAR: That is true. But what is proposed in this bill has the 
advantage of being only a temporary situation in respect of most of these 
subsidies. In five years we shall start to get to the end of the road. 


Mr. Mituar: That is cheerful thinking, and I will go along with it. 
The Vick CHarrMAN: Now, Mr. Southam. 


Mr. SouTtHam: First I would like to compliment the Canadian Man- 
ufacturers Association for their very brief and concise submission to the com- 
mittee this morning. But that does not mean that I agree with all their 
observations. I feel for instance by way of general comment that you should 
really attempt to meet the problems of the railroads themselves. My remarks 
will be brief because Mr. Muir, Mr. Cantelon, and Mr. Fisher have pretty 
well covered the waterfront here. I do appreciate the forthright answers you 
have given to Mr. Fisher. I feel that the whole problem before the committee 
of course is based on the recommendations contained in the report of the 
MacPherson royal commission. Naturally there is some reservation on the 
problem of freight rates, and there is a larger section on our pipe lines. I am 
thinking particularly of western Canada, where we are concerned with some 
of the provisions of the bill. I notice that you put quite a little emphasis upon 
captive freight rates, and methods of accounting. May I ask Mr. Marshall if 
it is his opinion that these cost accounting formulae are properly related to 
this whole problem, or should we go into it a little more thoroughly? I have 
been listening to witnesses from several other interested groups who have 
presented briefs to our committee and this seems to be one of the general 
topics of discusion, whether the criteria used in the cost accounting formula 
are right. 

Secondly, I notice in the last paragraph of section 2 in your brief you say: 


The branch line rationalization authority, the board of transport — 
commissioners and the Minister of Agriculture, as well as provision 
for an appeal to the governor in council, unduly complicate the proc- 
essing of such applications and would involve delays and additional 
expense by presenting opportunities for extending such proceedings 
over a period of years. 


I agree with this. I think this is one of weaknesses of the bill, that we 
pay lip service to this authority you referred to which we all agree should be 
in this legislation, but under the present bill this rationalization authority has 
not got sufficient authority to make recommendations that we feel should be 
made. On the other hand I agree with you there should not be a number of 
bodies. 

Would you suggest that the board of transport commissioners should be 
enlarged? This is not a critical comment of the present board. This board has, 
Over a period of years, until this problem has become acute, done an excellent 
job, but during the course of processing various applications and arbitrating 
between railroads and the general public as far as the rail line abandonment is 
concerned, they have set a pattern, and possibly their hands would be tied if 
you just left them with no more authority. Should we enlarge this body? 

You mentioned the Minister of Agriculture. I am not sure the Department 
of Agriculture would be the right department. I feel here that the Department 
of Transport should be the department most interested here. I realize the 
interests of the Department of Agriculture in this matter and that it should 
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have a lot to say on the eubieet of the rationalization Luthonine What would a 
you suge est would be the proper division of authority? 


Mr. MircHELL: I believe I have attempted to answer that duesion when. a 
was answering a question from a member on this side of the room. If; as the 
result of the representations made before this committee by this association 
and others, that you will be hearing from, a set of criteria is established and 
if, in the implementation of this criteria, the present board of transport commis- q 
 sioners organization is efficient, we feel that this could be very readily supple- q 

mented where necessary by additional competent staff from whatever source _ 
to enable them do do an over-all job which, we suggest, is better done by one — a 
body than by the several people who participate in the decisions, as the pro- 4 
posed legislation suggests. Before we see the language of the new statute and — Mt 
look closely at the organization of the board of transport commissioners it is 
difficult to say that they have not got the tools, the people and the organization a 
to handle this. However, to the extent that it could be determined that they do 
not, we do not envisage there would be a real problem in augmenting the board _ 4 
to do the job properly. 


Mr. SouTHAM: Up to the present time the board of transport commissioners . 
have been almost autonomous or supreme so that the only appeal which yo h 
could make would be to the governer in council. This has boen done on variou 
occasions, although it was rarely done, and when it has been done, in mos 
cases the governor in council has left the decision to the board of transpor 
commissioners. Do you think there should be some further enlargement of thi 
privilege to appeal a decision, the final authority to be the rationalizeue 
authority of the board of transport commissioners? 


Mr. MrrcHELL: Perhaps it should be left, as is presently shown here, t 
the governor in council. We have suggested that there should be an appeal to 
tribunal. In this case we recommended the board. Should the railways have com 
plete freedom to set rates we feel we would like to talk to someone else. If 
board, were it the board of transport commissioners or someone else, were se 
up to look at the rationalization of rail lines, this would not preclude a furthe 
appeal to the governor in council. I think this would depend, to a large extent, 
on whatever the new statute said, what criteria it set out and how broad it was. a 
This would set the stage for the real need of an appeal or lack of it as the — 
situation was determined. I do not think that if there was a single board, a 
we recommend, this would preclude a final examination by, let us say, th i 
governor in council. 


Mr. SoutHAm: I would go along with that. Most of the western members. A 
have felt that the present legislation under Bill No. C-120 was stacked in favour 
of the railroads. I have been under the impression that in your comments — [: 
regarding the captive freight rates there was some query in your mind whethe 
this formula of cost accounting was proper, and that you felt there should be > 
broader terms and more representation on this committee to get the various _ 
points of view. I agree with you that this over-all authority should be single 4 
but that it should have wider powers and more authority to make these i 
decisions. 

What is your answer to my first question? Are you in favour of the pres 
criteria that the railroads used by and large in presenting their case as they C 

say, before the MacPherson royal commission, or do you think that this form 
might have been favouring the railroads and not the general public? 


Mr. MrtcHELL: You are speaking about their costing formula I understa 
Iam sorry, we did not examine that. This is a rather involved matter. In gene: 
the board of transport commissioners, when considering the general rate 
that have come before it, have been able to comment and to look at the rai 
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we are. 


Mr. SOUTHAM: This has been the basis of a lot of comment in the previous . 


4 testimony. I wanted to hear what you think of this. 


Mr. MARSHALL: Perhaps I might clarify this matter if what you referred 


to was the information I gave. I should make it clear that costing by the railway 
had no part in any of the comments that I made. It did not, to the best of my 


” knowledge, enter into our analysis of the formula of Bill No. C-129. 


The VicE CHAIRMAN: What Mr. Southam meant, I think, was that there 
were references in other briefs to how the railways arrive at the cost of 
abandonment of lines. He did not refer to your brief. 


Mr. SOUTHAM: I am putting you people in the same position as the people 
who represent a wide section of our population, particularly the manufacturers. 
Mr. Fisher has brought out the point that it would be interesting to examine the 
formula which the railroads had presented to the MacPherson commission 


_ which has a bearing on the over-all picture. When you see the Canadian Pacific 
_ Railways stocks going up, it appears that they are not losing too much money 


under the present set-up. I do not say we should not have rail line abandon- 


_ ments, but it has to be done on a rationalized basis. According to the present 


bill this rationalization authority does not satisfy the interests of Canada. I 


- wondered how you felt about it. 


Mr. TRELOAR: The opposing parties, whether they be farm unions or 


: others, should have an opportunity to appear before the board to put forth 


their views on the formula to be used in determining whether this portion of 
the railway is actually being operated at a loss or not. I think you will appre- 


_ ciate there is no standard definition by economists of what particular costs 
_ should be used in different situations. I think you will readily appreciate that 


the formula they use for determining maximum rates would be entirely differ- 


_ ent to what they would use in case of abandonment. When you are determining 
costs with respect to maximum rates you are dealing with a long term 
_ condition; it is an element of time. You get different costs the more you lengthen 
_ that time. Therefore, as I say, I think we are all in perfect agreement that 


there should be a specific provision in this bill giving an opportunity to the 


_ various interested parties to appear before the board and to present their 
_ case regarding what costs should be taken into consideration. 


- Mr. MILuar: I would like to refer my question to Mr. Marshall. When you 


| were discussing captive freight rates you used the figure of 15 ton loading as 


against 70 ton loading. Are you not using two extremes and is not a 70 ton 


_ loaded car unusual? I am thinking of general freight, not in reference to iron 


ore. Are you using iron ore in reference to your own particular case as well? 


Mr. MARSHALL: IJ think our brief states that a good deal of captive traffic is 
in the form of bulk material, and certainly a 70 ton car is not at all unusual. 
Car loadings can go up to 100 tons for this type of loading. Seventy tons may 
not be the average, but certainly the tendency is to much larger cars, particu- 


larly if they are going to be loaded with as much weight per car as possible. 


Mr. MILLAR: But does this formula not also apply to other types of mer- 


- chandise? Captive shipper really only refers to somebody in an area who can 


only use the railroads. Is my interpretation correct? 


Mr. TRELOAR: I do not think that is the intention of the bill at all, and 
certainly it was not the intention of the royal commission. The reason why 
the commission developed this formula is to outline more clearly what is an 


: effective rate. 
Mr. MILLAR: What is a captive shipper? 


RAILWAYS, CANALS AND TELEGRAPH LINES 1029 


costing processes much more effectively than a group or an association such as 


NEUEE AUPC OBES saat Cy fh hn teats CONRAD SY ot TMM Ge PO eee I a a 
Z 2 4 ‘ 


1030 | STANDING COMMITTEE — 

Mr. TreLoAR: A captive shipper is anybody, in any section of the country, P. 
whose traffic is of such a character that it is uneconomical to move it by any © 
other form of transportation than by rail. : 

Mr. Mituar: This is essentially what I understood a captive shipper to be. a 
Therefore, why should a 70 ton figure be used in criticizing these rates? It 
might be a 20 ton load. a 

Mr. Marsuatu: I think, Mr. Millar, I have qualified what I said by saying — 
that the formula could work in certain cases where a 15 ton load was average ~ 
for that particular traffic, but the examples I gave were of the other type of | 
loads. Our brief states that a good deal of captive traffic is of this heavy load- 4 
ing type, so that specifically the formula will not work by a very wide margin — 
for this type of traffic. The formula will therefore not cover the whole field. 


Mr. MILLAR: What you are objecting to is a 15 ton load formula applying 

to a 70 ton load. Is that right? . 4 
Mr. MARSHALL: Yes. 

Mr. Miiuar: I have a couple of other items on which I would like to ques- 5 

tion you. On page 6, section 8 of your brief you say: . : yo 

The proposed legislation does not contain any amendment to the rail- — 

way act implementing national transportation policy with respect to the © 

obligation on the railways to provide free transportation to certain ~ 

members of society, currently imposed under section 351. . 


I presume you gentlemen are aware that each member of the House of © 
Commons carries a free railroad pass in his pocket. I see there is no comment. 
We feel that all we are doing is cutting down the subsidy which the govern- — 
ment gives to the railroads each year. Mg 

That is all I had to say, except that I would like to suggest to the dele- q 
gation that they opened a large field of discussion when they made this refer-_ 
ence to rail line abandonment. The delegation will probably appreciate our 
position much better if they stay to hear the brief of the next delegation. : 


The Vice CHairRMAN: I was going to mention that we still have with us_ 
a delegation from the Branch Lines Association of Manitcba. It is a quarter to_ 
twelve. Usually we adjourn at 12.30. However, I thought that if there are not 
too many questions left, we could hear the presentation of the brief from the 
Branch Lines Association of Manitoba and then this afternoon we could pro- 
ceed with the questioning. It is not a very long brief. y 

Mr. Murr (Lisgar): Mine is a very short question, Mr. Chairman, as a 
matter of fact it is for clarification. Mr. Mitchell, when you and I were speak- 
ing we were using different words. I have now found the right section of the 
bill to which I referred, and I believe you were using words out of the royal 
commission’s report. I would like to ask you a question in this regard. I am 
going to read a very short paragraph from the bill in connection with the word 
“recommend” which I used. It appears in page 9 of the bill, clause 314D(1). Fe 


In the exercise of its duties under section 314C the authority may 
recommend to railway companies the exchange of branch lines between 
companies by lease, purchase or otherwise, the giving or exchanging 
between companies of operating rights or running rights over branch 
lines or other lines of railway, and the connecting of branch lines 
thereof with other lines of the company or another company. a 


My question is this: Do you consider this particular clause in the bill to 
be broad enough to bring about a proper national transportation policy? = 
Mr. MITCHELL: Do you mean the word “recommend” is hardly strong 
enough? ie 


q! 
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Mr. Muir (Lisgar): Yes, because if you are only going to recommend and 
the recommendations are not taken into consideration, then I think the purpose 
would be defeated. Would you agree with that? 


Mr. MITCHELL: Let me say that it could be defeated. We have considered. 
at different times whether we should make changes in wording in some 
instances, and we have refrained from doing this. This would take us out 
of the traffic field and into the field of the legislator. We felt we should express 
our various points of view. I would presume that as the result of this hearing 

_ the mere recording of this exchange between us, Mr. Muir, raises the point. 
We are talking about the subject matter of the bill and to that extent the 
drafters of the bill would take cognizance of this and consider whether or not 
the word “recommend” was adequate or suitable and if there are any teeth 
elsewhere in the bill to implement such a recommendation. 


Mr. Muir (Lisgar): That is the reason I brought it up. 


Mr. STEwartT: I will not detain the committee long. We have before us a 
brief that is very terse; it will serve the requirements of a brief. 


I would like to ask if I am correct in assuming that the Canadian Manu- 
facturers Association includes within its membership manufacturers in the 
maritime provinces of Canada. 


Mr. MITCHELL: Yes, it does. 


Mr. STEWART: Then I would like to ask if the maritime shippers having | 
loading commodities have, made representations through the procedures and 
processes of your association concerning the proposed railway legislation. 


Mr. TRELOAR: No, we have had no specific representations from the 
_Inaritime members. I think it is generally known that maritime shippers rely 
primarily on the maritimes transportation commission to present their co- 
ordinated views as the views of the Atlantic provinces. | 


Mr. STEWarRT: Earlier Mr. Treloar made reference to the confederation 
agreement and the Maritimes Freight Rates Act. I would like to ask if the 
representatives of the Canadian Manufacturers Association think that the 
payments now made under that statute are to a reasonable degree fulfilling the 
purposes set forth in the Duncan commission report as embodied in the 
1927 act. 


Mr. TRELOAR: The only way I could answer you, Mr. Stewart, would 
be to say that agreements which are being made under that statute are in 
accordance with the purposes of the anactment of that statute, but owing to 
conditions which cannot be controlled by statute or anything else they are not 
working as effectively as they did when that statute was enacted. 


Mr. STEWART: It is sometimes said, Mr. Chairman, that the temporary 
effect of the act is really to provide a subsidy to the railway rather than 
assistance to the maritime shipper. Do you agree substantially with that 
analysis? 

Mr. TRELOAR: I think it is working out in favour of the railways today 
inasmuch as there is competition introduced into the situation under the 
current conditions and you are not getting the effective use of truck competi- 
tion that you would if you did not have such a statute. 


Mr. Stewart: In other words you think the maritimes would be better 
off if the Maritimes Freight Rates Act were repealed so as to allow truckers 
to compete equally with the railroads. Would you agree with that? 

Mr. TRELOAR: Absolutely. 


Mr. STEWART: Would you agree with that on behalf of the Canadian 
Manufacturers Association? 
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Mr. TRELOAR: My answer would be that if you givea subsidy to one form 
of transportation to meet certain conditions, then, if you wish to enable 2 % 
new form of transportation to develop properly, you have to give it an equal .) 
subsidy. 


Mr. Stewart: Then your answer is that you are proposing subsidies for 
the trucking companies within the maritime provinces. | 


Mr. TRELOAR: Not within the maritime provinces; I was speaking of out- a 
bound traffic. ‘ 
Mr. Stewart: All right, you are proposing that outbound trucking com- i 
panies should have a comparable subsidy. Is that correct? Di 


Mr. TRELOAR: Yes. 


Mr. Forpes: I have one brief question on clause 2. I know you have en- a 
deavoured to answer this question this morning but it is not quite clear in N 
my mind. Could I suggest to you a question by a supposition? Supposing there _ 
- was an application for the abandonment of one of those branch lines on this 4 
map and the rationalization board said “tno abandonment”. Supposing then a 
the board of transport commissioners came along and established a compen- a 
satory rate for the railways which would make it prohibitive as far as the He 
shipper was concerned. Is this your reason for the recommendation? A 


Mr. MrtrcHett: I am not sure that all is as you said. If there was no ~ 
abandonment recommended, I do not think this would affect the rates be- — 
cause the board is merely there to determine the actual losses. As we read © 
clause 314B(1)(a) it is said, “If the board is not satisfied, on the basis of © 
the actual losses and such other factors as in its opinion are relevant, that the — 
line is uneconomic, the board shall report the same to the authority”. i 

Therefore, a new action would be taken. They would be speaking about 
the line as we see it at this point in time. Presumably the rates in effect at 
that time are contributing sufficiently to the welfare of the railways so that 
the branch line might not be abandoned because it is, shall we say loosely, ; 
paying its way. I do not think this necessarily brings in its wake an increase — 
in rate. i 
Mr. ForBes: I hope they will not look at it from the point of view of — a 
loss or profit to the railway but from the point of view of the economic — 
position of the service in regard to the community. This is where they willl , 
decide not to propose an abandonment and the railway will say “We will © 
take a loss on this operation, so we must have an increased rate’. I thought | 4 
this was the idea you had behind this recommendation. 


Mr. MitTcHELL: I do not think so. 


The VicE CHAIRMAN: Gentlemen, I want to thank Mr. Mitchell and the 
members of his delegation of the Canadian Manufacturers Association fo: 
being with us this morning. Again we apologize for delaying you an extra " 
half hour. I think I can express the feeling of the committee in telling you © 
of our appreciation for, as Mr. Stewart said, a very terse, concise and factual — 
brief. i 
Mr. Muir (Lisgar): Mr. Chairman, having regard to the fact that thisig 
is a long brief, would it not be just as well to have it read at a subsequen i 
meeting so that we could then go right into it? : 


The VicE CHAIRMAN: It is not a long brief. I think it would be faster 
get it read now. We usually adjourn at 12.30, and it could be read in le 
than half an hour. I think this would leave us more time this afternoo 
because of the question period in the house, and the fact that we do n 
usually get started at 3.30. Sometimes it is after four o’clock. If we had 
brief read now, it would then give us some time to study it and prepare 
our questioning on it this afternoon. 
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Mr, Muir (Lisgar): Very well. 


>. The Vice CHAIRMAN: We have with us Mr. Gregor Jamieson, who is vice © 
_ president of the Branch Lines Association of Manitoba. He will introduce his 


delegation. | 
Mr. GREGOR JAMIESON (Vice President, Branch Lines Association Oy 
Manitoba): Mr. Chairman and members of the committee, at the outset I 
_ would like on behalf of the farmers and rural people of Manitoba to express 
_our appreciation for the opportunity to present this short brief to you this 
- morning. The members of our delegation, Mr. Chairman and gentlemen, are 
Mr. Bruce MacKenzie, the Reeve of the Municipality of Morris, which is 
south of Winnipeg; and next to him is Mr. D. F. Rose, past president of the 
union of municipalities and presently a member of the executive of the Branch 


Lines Association of Manitoba; and sitting to my extreme right is Mr. Allan 


Scarth, Q.C., solicitor for our association. 
| Now, just a word of explanation: you will notice in the first sentence of 
_ our brief that it was to be presented by the president, Mr. Remi De Pape. I 
am sorry to say that he cannot be with us today because of illness in his 
family. So it falls to my luck to make this presentation for him. We would 
like to have Mr. De Pape with us because he is not only bilingual, but also 
_ trilingual. Some people might have appreciated this fact. I shall be’ presenting 
this brief on his behalf and on behalf of the Branch Lines Association of 
Manitoba. 


How the association was formed 


In 1963, when the danger of the wholesale abandonment applications by 
_ the railways began to be recognized in the farming communities, local branch 
_ line associations sprang up throughout the agricultural areas of Manitoba. A 
_ total of 20 local associations have been formed. Their locations are shown on 
_ the map filed with this brief (the associations are indicated by a red dot). 
Ha I hope the members of your committee have seen the map which is 

reproduced on the final page of the brief. The red dots outline the coverage 
we have in Manitoba in this branch line association. 

The Branch Lines Association of Manitoba was formed by these local 
groups to provide a central clearing house for information and technical 
advice to its members. ) 

The Union of Manitoba Municipalities, the Manitoba farmers’ organiza- 
tions and the elevator companies are all affiliated with our central branch 


line association. 


: Farmers and Farm Communities affected 
The concern which has caused farmers all over Manitoba to band into 


local associations is hardly surprising. They are faced with applications for — 


_ abandonment of over 1,000 miles of branch lines in the province. On these 
_ lines are 95 towns and villages, populated by approximately 16,500 people. 
More than 9,000 farm units are delivering some 20,000,000 bushels of 
| grain to elevators on the branch lines covered by these applications. All of these 
' farm families stand in the shadow of the abandonment applications. (The lines 
| which the railways have applied to abandon are shown in red on the map). 


' Purpose of Brief 

. Most of the affiliated members of the association will be making their own 
' submission before this committee. However, the executive of the association 
) considered that it might be useful for the committee to know the reaction of 
_ various of its members to the abandonment procedure used in the past. The 
| experience of those directly affected by this procedure may be of assistance 
_ when the committee is considering the new legislation. 
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Past Experience with Abandonment applications q 

Many members of the local associations were directly affected by the series a 
of branch line abandonment applications heard by the board of transport com- 
missioners in the past five years. The whole countryside was stirred up by these ~ 
applications. The halls where the hearings were held were filled to “standing ~ 
room only”. While the hearings continued, farmers got up before dawn to do 
their chores so that they could start what was often a two hour drive to the 
city of Brandon where hearings were held. | 

And this is a very concise or wide range of time, because some of these — 
people, I am sure, spent longer than that. 4 

All farmers and many of the townspeople served by the branch lines under — 
attack had been personally interviewed and had contributed statistical in- 
formation. A substantial number of farmers, municipal officials and businessmen — 
gave evidence of the loss which would result from abandonment, from which © 
the aggregate damage could be calculated. Everyone in the area was fully © 
aware of the issues. 4 

In the course of the hearings, all of these men learned what it was to be . 
faced with a maze of railway cost figures and a platoon of railway experts q 
concentrated on proving the railways’ dollars and cents loss. : 

What disturbed our members was that the procedure did not seem to be 7 
aimed at working out a common sense, efficient and cheap rail system to carry ~ 
the farmers’ grain to market and serve the communities in the area. y 

This brief describes the main defects which these men have seen in thea a 
old branch line abandonment procedure, and which they think must be cured — 
in a new bill. 


ee aria 
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The Board wears blinkers 
When the most recent series of hearings began in 1960, most of the farmers 4 
affected were seeing the procedures for the first time. There had been no branch 4 
line hearings in these areas since before world war II. 4 
The first and most lasting shock was that the board of transport com- — 
missioners considered itself bound to look at one line at a time, and to look — | 
only at that line. It was as if the board was fitted with blinkers which kept i 
it from looking at the whole area and figuring which lines would best serve | 
the farmers and the rural communities involved. * 
This placed the farmers in an impossible position when they were trying 
to decide what abandonment would cost them. At each hearing they were 
requested to work out the cost of hauling their grain to the next nearest alter-— 
nate line. When they asked whether the next nearest line would be permanent, — 
they always got the same answer:—The next nearest line was run by the other 
railway company and the Board was not considering that line at the moment. 
To move hundreds of thousands of bushels of grain to a different and mores 
distant rail line means more storage, bigger trucking equipment, more and 
better roads, and new elevator facilities. The farmers all expected that if their 
own branch line was to be torn up and they made all these costly changes 
and the necessary new facilities were built, the board would assure them some 
permanence for the alternate line. But the board did not consider it could look 
at the alternate line. The officers of the other railway were not even calla 
into the hearing. 
An example of this kind of thing was the Hallboro-Beulah line (as iS 
indicated on map). a 
Mr. ALLAN SCARTH, Q.C. (Solicitor for the Branch Lines Association — of 
Manitoba): It begins at Hallboro and runs to Beulah. It is shown on the map 
in red. 
Mr. JAMIESON: This C.N.R. line runs parallel to C.P.R. lines to the nortl 
and south. The farmers and other residents on the Hallboro-Beulah line wel 
at a loss to know where they were supposed to go to find a line that was 
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permanent. How could they figure their costs unless all the lines in the area 
were looked at together and the most efficient system was worked out. 

The Hallboro-Beulah application was rejected by the board of transport 
commissioners, but the C.P.R. then applied to abandon one of the parallel 
lines, and the same blinkers procedure was run through again. 


Mr. SCARTH: This is the Varcoe to MacGregor line, gentlemen. 


Mr. JAMIESON: In some cases it seemed obvious to every farmer on the 
line how the railways could sit down together and work out a common sense 
rail service. Take the MacGregor-Varcoe line for example (as indicated on 
map). The east half of this 60 mile C.P.R. line runs through unproductive 
country. The west half carries a heavy load of grain, and a large number of 
elevators and thriving communities have been built along it over the years. 

This is known as the Carberry sand hill. It is sandy land. It grows a little 
bush, but up to date it has never yielded one five cent piece of production. 
One half of this line runs through that sort of area. I suppose it was built in 
competition between the railroads. It was just to service the area. But the 
other 30 miles of this line run through what, in my opinion, is one of the most 
productive grain areas in Manitoba. | 

Everybody could see that while the east half could be scrapped, the west 
half was a valuable part of the grain gathering system. 

_ Running north and south was what looked to everybody to be the solution 
to the problem—a C.N.R. line crossing this branch line and intersecting with 
the main C.P.R. line 13 miles to the south. 
| Everyone expected thatthe two railways would get together on this prob- 
_ lem and agree that the abandonment of the east half of the Varcoe line would 
| be applied for and the C.P.R. would run its grain off the east end of the line 
| and south on the Canadian National line 13 miles or so to the main C.P.R. line. 
| All that was required was a switch and a running rights agreement. 

You can imagine the surprise in the community when the C.P.R. applied 
to abandon the entire line. Farmers immediately suggested the obvious solution. 
They were even more surprised when they got to the hearing and discovered 
| that the C.P.R. had not even talked to the C.N.R. about using the 13 miles 
| connecting track to solve the problem. 

, At the hearing, the board as before was able to consider the one line only, 
| rather than the whole area. As a result, it looked as if this thriving farm region 
' might lose its essential 30 miles of track because in the rush of pioneer rail 
| construction the other 30 miles was laid in what turned out to be barren 
| country. 

| Fortunately, all proceedings were suspended in this case when it was an- 
nounced that new rail legislation would be put forward. It is the earnest hope 
_ and expectation of the hundreds of citizens along this line that the new legisla- 
tion will permit the obvious common sense solution to be worked out. 


Mr. ScarRTH: This is the MacGregor-Varcoe line we were talking about. 
_It is a Canadian Pacific line. There is a Canadian Pacific line connecting down 
here. The unproductive country that Mr: Jamieson speaks of is here. These 
30 miles are unused as far as deliveries go. This is Canadian Pacific, and this is 
Canadian National, and it goes down here and intersects with the Canadian 
Pacific. The solution offered by people in the area as being logical is to run 
‘the grain off the end of this line here down to the Canadian N ational Railways 
cut-off and on to the Canadian Pacific line to the east. The grain of course moves 
from this area east to the lake head. 


Mr. JAMIESON: I continue: 


| Railway costs 


| Even those who went to every hearing had a hard time keeping up with 
the different forms in which the railways presented their costs. The feeling was 


Vip 7h hark eh 


1036 STANDING COMMINTER 


that railway costs should be presented in the same form each time. It was als 
felt that the items that go into these cost statements should be settled aheac 
of time, at a hearing where the experts can give evidence, and cost formulas — 
can be worked out. _ : aie a | RAs Bi 

Some of the cost items put forward in the past few years didn’t make sense 
to the farmers, but they didn’t feel competent to criticize them. | b 

For example, one of the biggest items which turned up on one of the rail- — 
way’s loss statements in 1962 was “cost of money’’. This was a fixed percentage a 
of over 11 per cent on the money the railways claimed to have tied up in rails, — 
ties and so on. The important point was that this percentage was calculated — 
not on depreciated value but on the current appraised value of the track, no 
matter what the railway paid for it. It hardly seemed fair that the railway 
should charge “cost of money”? on money it had never put out. : . 4 

This is the Varcoe-MacGregor line which was built in the late 1800’s; and 
on the same sheet they tock the depreciation cost, and in addition the cost of 
the money in the accounting. Pi 

By this means the railway could get permission to pull out a section of © 
track that might have cost it little or nothing years ago, simply because the — 
price of steel had gone up and the railway could make a windfall profit on the © 


Ny 


salvage. Under this system, abandonment depended on the price of scrap in © 
Japan. ot 
Right alongside this “cost of money” item in the railway “loss ac 
. eount” was an item for depreciation which I mentioned on the very same track 
The users of the line would thus be charged full depreciation on the track over — 
a period of 30 years or so, and all through this period the railway would als 
be charging ‘cost of money” of over 11 per cent on current resale value o 
the track. If second-hand rail prices rose during the period (as they have done- 
due to inflation and demand for steel) the original cost of the track might beg 
charged over and over again to the “loss account” for the line. A large part 
of this charge would be for “‘cost of money” on money the railway never in- — 
vested in the first place. | a 

On the farm, equipment is only charged for once, and this kind of figuring © 
convinced the farmers that somebody should take a hard look at railway cost 
figures. r fe 


The new authority must have real authority 


It is now generally known in the country that the government propose 
to create a branch line rationalization authority. This is a real step ahead if— | 
and it is a big “if’—this authority has enough power to make it mean 
something. Jae 

Our members believe that this authority must be able to look at each ar 
in Manitoba where one or more abandonments are applied for, and see wheth 
the line in question can form part of an efficient grain handling system to serve 
the area. i: 

The suggestion that the authority’s powers should be confined to deferr 
the abandonment of particular lines does not appeal to those who are to. 
operated upon. One man likened this system to an anaesthetic to postpone t 
pain—but essential limbs would still be amputated. i 

If the authority finds it in the public interest to keep a line, or to kee 
piece of a line, as part of an efficient rail grid, it should have power to 
order. If a piece of a line—as in the MacGregor-Varcoe example—can be do 
without, the authority should so order. p 

If the authority finds that an efficient system requires grain to move fi 
one railway’s trackage across trackage of the other, it should be in a pos 
to recommend this as a condition of abandonment of other lines in the ar 
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serves the citizens of Manitoba’s communities. The authority must be given 
_ the necessary tools to work this out. 
The Vick CHAIRMAN: Thank you, Mr. Jamieson. 

I think this might be a good time to adjourn until 3.30 this afternoon 
or until just after the question period when we shall be meeting in the railway 
committee room in the centre block. 
a I urge all members who are here today to be with us this afternoon 
_- promptly so we can get started on the questioning period. 


AFTERNOON SITTING 


The VicE CHaIRMAN: Madam and gentlemen, we now have a quorum. 

Let us continue with our delegation from the Branch Lines Association of 
Manitoba. This morning we hear a brief, and we have again this afternoon 
Mr. Gregor Jamieson, vice president of the Branch Lines Association of Mani- 
toba, Mr. D. F. Rose, executive director, and Mr. Bruce MacKenzie, executive 
director. 
i This morning we completed the presentation of the brief by Mr. Jamie- 
_. son, and we are ready to open up the questioning this afternoon. But before 
we begin the questioning I wish to bring to the attention of all members of 
_ the committee the fact that the next meeting is set down for Tuesday, March 
30, commencing at 9.30 a.m. in room 308, west block, when we shall be hear- 
ing from the Canadian Industrial League, the Maritime Transportation Com- 
mission, Halifax, and the national legislative committeee, international railway 
brotherhoods. ; 


Mrs. RipEouT: Are there not other committee meetings at that time which 
would create a conflict? 


The VicE CHAIRMAN: I am aware of the conflict, and that is one of the 
necessary steps which I had assured the committee this morning that I would 
take, and it has been taken. I trust we will not have a repetition of what hap- 
pened this morning. The matter has been reported to the proper authorities, 
and without naming them I do wish to say, although it happened this morn- 
ing, those of us who complain most are often those who have the poorest 
| attendance. That is all I intend to say. I think the difficulty we had concerning 
: the meeting this morning will not happen again next Tuesday, while I am in 
the chair anyway. 


Mr. DEAcHMAN: I was just complaining about the situation this morn- 
ing. We could hardly get a Conservative over in the defence committee. 


The VicE CHAIRMAN: I do not think that is a complaint here. I was com- 
plaining as Chairman, and my concern is with the railway committee not with 
any other committee at the present time. I have no one listed who wishes 
to ask questions at the present time. 


Mr. Macponatp: I would-like to refer to the part at the beginning on 
_ page 4 of your brief, and to the conclusion, on page 7. In your view are the 
_ provisions of section 314(d) of Bill No. C-120 adequate to meet the problem 
_ as detailed in that particular part? 


Mr. ScarTtH: No. Mr. Jamieson has not been talking about the bill but 
_ rather about the subject matter. He may not be prepared to answer questions 
on the bill itself, but only on the subject matter. 


Mr. JamiIrson: At the moment I have not got a copy of the bill before me. 


Mr. MacponaLp: You cannot say whether this would meet the problem 
_ or not. Have you any suggestions which you think should be followed to make 


RAILWAYS, CANALS AND TELEGRAPH LINES 1037 


What we are all aiming at is an efficient grain handling system which best — 
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sure that whatever authority is considering it is going to compel one system — 
to give running rights over its line to another system and so on? a 
Mr. JAMIESON: Well, it is certainly the opinion of the farmers in the 
country, and I share their views, that this should not be too difficult. If we % 
have the proper type of set-up to look after this type of thing, then I would — 
think that if this authority has sufficient power, it could be done. a 
I am not suggesting that they should compel either one railway or the 
other to do it. However, I think there are methods by which it could be done. a 
In other words, if you take into consideration the area where we have — 
looked this situation over in Manitoba, this should not be too difficult. I sug- 4 
gest taking a total area and looking at the transportation needs of that area. — 
It might involve both railroads, and if it does, there should be some method ~ 
of getting running rights. There should be some method of saw-offs, and you ~ 
could persuade the railroads surely to do this type of thing. J 
Mr. MacponaLp: You have no detailed suggestions to offer at this time ~ 
in order to do it? y 
Mr. Jamieson: No, I would not suggest any. 
Mr. Macponatp: On page 3 in the final paragraph you refer to an efficient 4 
and cheap rail system for the carriage of farmers’ grain. You are not sug- a 
gesting that rail is the only system that could be used to carry it? of 
Mr. JAMIESON: It is the only one we have at this particular time. 
Mr. Macpona.p: In all these particular locations? 


Mr. JAMIESON: That is right. 
Mr. MacponaLp: Am I to understand that in this very great area of Mani- 
toba there are no highways available? ai 
Mr. Jamieson: It depends on what distance you are going to take it. 
Mr. MacponaLp: What is that, please? . 
Mr. JAMIESON: I would say it depends on what area you are in, and whatil q 
distance you are going to carry the grain. There are some histwaue: if you — 
are talking about trucks. a 
Mr. Macponatp: Is it the view of your organization that rail is the only 
means, or would trucking be acceptable to you? a 
Mr. Jamieson: To what point, to Fort William? S 
Mr. Macponaup: No, I mean to the main line, for example. f 
Mr. Jameson: To a reasonable type of railroad system I would say yes; 
but of course there is a cost element involved in it. 
Mr. MacponaLtp: Thank you. 
Mr. KorcHINnski: I just want to ask you this question. Have you got an 
organization in every one of these branch line areas? he 
Mr. JAMIESON: Yes, that is so. 
Mr. KorcHINSKI: With a permanent secretariat so as to compile informa- 
tion? ‘a 
Mr. Jamieson: As far as we are concerned the central organization is the 
organization which was set up prior to 1920 to hold the local organizations 
together. We are more or less set up to provide information to the associations — 
which are set up, and today there are 20 of them. : 
Mr. KorcHINSKI: You mean to co-ordinate it? 


Mr. JAMIESON: Yes, that is right; and the associations are operated through 
a membership fee from the area in which they are involved. In some cases 
we have had some assistance from municipalities and from some of the small 
urban centres, financially. ; 


Ny i 1d 
x 


MS ie CORRS R aE SRL Pee mean ey DMT eT Wf MANTECA Le NR Sy UR ce ao Pa ph oy 
by ‘ ra i P 
Ms 


RAILWAYS, CANALS AND TELEGRAPH LINES 989 


‘Mr. KorcHINSKI: The local organization is responsible for the filing of 
data and detailed information and so on, and they pass it on to you. | 

Mr. JAMIESON: We have taken some responsibility for the compiling, and 
we get it from the associations. We pick out a certain association and ask 
_ them for some idea of transportation costs and that type of thing. 

Mr. KORCHINSKI: Would you then have available to you information on 

how far, for example, if some of these lines were removed, trucks would have 
_ to haul grain going north of the harbour area on the lakes, and how far the 
_ trucks would have to haul grain before they got it to the railroad? 
! Mr. JAMIESON: As we mentioned in our brief, the problem at the moment 
is this: where do you put your new facilities to haul to, or where do you go 
to? What permanency is there? You see, in all western Canada we have 
large farmer ownership of elevator facilities, and in the case that you have 
a line up to the people in that area, you have to go about figuring out some 
point where they would re-establish. Under the system we have had in the 
past there just was nothing definite about your situation anywhere. 

Mr. KORCHINSKI: Would there be areas which would be farther than 25 
miles to a railroad, assuming that these lines would be abandoned? 

Mr. JAMIESON: Oh, yes, sir. 

Mr. KORCHINSKI: How far? Would you have any idea? 

Mr. JAMIESON: I would not hazard a guess at the moment. 

Mr. KORCHINSKI: You would not. I was wondering, because it seems to 
me that here there might be a way for the railroads to circumvent the 
_ Crowsnest pass agreement, and I was wondering how far out you would have 
| to haul grain to a railroad, and then have the added cost. Are there any areas 
_ which are relatively new ones which are not developed at the present time, 
_ and where the railways perhaps abandoned a line in those areas? 

Mr. JAMIESON: You mean where the area is not developed? 

Mr. KORCHINSKI: I mean an area not developed, or a new area which has 
not yet reached its maximum potential. 
| Mr. JAMIESON: This could be the case in the northern parts of the 
_ province. 

Mr. KoRCHINSKI: And in those areas there are possibilities for develop- 
ment? 

Mr. JAMIESON: Yes. 

Mr. KORCHINSKI: If the railway decided to abandon such an area, then 
instead of progressing, as a matter of fact it would work in reverse, and the 
people there would have to move out of that area. 
| Mr. JAMIESON: I would imagine this would be correct, particularly up in 
' the area of The Pas. 
| Mr. KORCHINSKI: There are no proposed abandonments in The Pas area? 

Mr. JAMIESON: No, but if there were, then this would apply. 

Mr. KORCHINSKI: When meetings were held in many of these areas did the 
farmers indicate how far they would be prepared to haul their products? I 
assume most of this area is farming land. 
| Mr. JAMIESON: Not precisely, but I would say that at the moment the 
_ farmer is not prepared to haul it much further. He takes the attitude that in 
' moving the railroad out all that is happening is that there is a transfer of 
costs of hauling grain from the railroad transportation system to the farmer, 
_ and in essence that is it. 

Mr. KORCHINSKI: Were you able to provide people along this line with 
_ information on what it would cost to haul their products by truck? 
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Mr. JAMIESON: Certainly. We have used the figure. 3 
Mr. ScartH: We have used the figure of half a cent a bushel per mile, to 
give you something to work on. I think the crow rate to that point is about 16 4 
cents per bushel. So if you add eight miles to the haul, you will be adding 7 
four cents a bushel and you will be adding 25 per cent of the crow rate all the 
way to Port. Arthur. ; 
Mr. KoRCHINSKI: Was there any interest shown by anyone that they were — 
prepared to truck the products out to perhaps a different area? Was there any — 
interest shown by the truckers? 4 
Mr. ScarTH: Commercially? There is some custom trucking being done at | 
half a cent per bushel per mile or thereabouts, but of course custom trucking — 
is not available when the rush is on so most farmers do not depend upon it. q 
Mr. Korcutnski: Did the municipalities make recommendations indicating _ 
that they would want some further assistance for roads or another system — 
worked out? a 
Mr. Rose: There is no question that it would be an additional cost to the © 
municipality. The difficulty at the present moment is that if one particular line 4 
goes out, we have no assurance that the next line at the place to which the — 
farmers are going to haul their product is going to be there a year from now 4 
or two years from now, so it is absolutely impossible to make any cost survey — 4 
until we are sure that there will be some line that is going to stay there. q 
Mr. KorRCHINSKI: In many instances you cannot decide definitely unless — 
you know what the Canadian Pacific Railway does. 4 
Mr. Rose: That is right. E 
Mr. CANTELON: I am glad Mr. Korchinski got to the Canadian Pacific Rail- is 
way because this is the point I wish to make. In my area, which is of course ~ 
in Saskatchewan, when I attended a meeting with the branch lines committees | a 
that were held there about a year ago, the Canadian Pacific Railway refused—@ . 
and I do not think I am unjust in saying so—to detail their abandonments — 
because they said there were reasons why they could not do so. This of course 
faces the district with the problem that they know which Canadian National 
Railways lines will be abandoned but they do not know which Canadian Pacific — 
Railway lines will be abandoned, so it is practically impossible to determinell 
exactly what the cost will be to the farmer because he does not know where 
he is going to haul his grain. Did you run into that problem in Manitoba? | 
Mr. JAMIESON: We have exactly the same circumstances. Most of these 
lines that you see in red on this little map are C.N.R. lines, very few of them 
are C.P.R. lines. q 
Mr. CANTELON: That is my next question, whether there were any Cr R. 
lines among these red lines. 
Mr. JAMIESON: There are some. 


Mr. CANTELON: I am pleased to see that we know of some of the CPR. E 
lines which will be abandoned. a 
I want to speak on clause 314B(1) in which it is said: B. 
The authority may recommend to railway companies the exchange of 4 
branch lines between companies by lease. 7 


v f 


This is practically the same question asked by Mr. Macdonald. Do you think ¥ 
the words ‘may recommend to the railway companies” have any authority in 
effect? Does this give any authority to the branch line rationalization authority 
so that it can in effect tell the railways that they must rationalize? a 


Mr. ScarTH: I think that a hint as to the feeling of this association is to be 
found on page 10 of the brief, in the second to the last paragraph where it 1S 
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suggested that the mutual use of trackage might be made a condition of aban- 
donment of other lines in a given area. 


Mr. CANTELON: You have not answered my question. Do you consider 
this phrase is strong enough? 


Mr. ScaRTH: By implication the association does not because it is suggest~ 
ing that these changes be made a condition of other abandonments. 

Mr. CANTELON: I do not know if I can accept that. 

I also have some questions on the cost figures, but I think your brief is 
very clear in this particular area and it is much the same sort of question that 
was asked this morning, so it is hardly necessary to repeat those questions here, 

Mr. Rapp: Mr. Chairman, I would like to ask these gentlemen their stand 
on the grain elevators that are on the abandoned lines. In other words, some 
opinions were expressed in my province that some of these elevators should 
not be removed even though there is a statute, with which you are probably 
familiar, which says that unless a grain elevator is on a railway line, it can- 
not accept grain. In other words off-track storage is not allowed. Some farmers 
in areas which are going to be 50 or 75 miles away from the next elevator on 
a track expressed opinions that these off-track elevators should be allowed 
to accept grain. Have you given any attention to such a problem where, if a 
line is abandoned, farmers may be put in a position of being about 75 miles 
away from the next grain elevator while at the present time they may only 
be about 10, 12 or 15 miles away? 


Mr. JAMIESON: First of all, I would like to say that I think the North-west 
Line Company has made a presentation and I am sure that the farmers, the 
pools and the grain growers will also be making a presentation to you at a 
later date. They may answer this question pretty fully. 

The only comment I would make is that I know some grain companies 
have attempted this. First of all you would have to rewrite the Canada Grain 
Act in order to do this. That may not be impossible. On the other hand, I do 
know that companies have experimented with this and sufficient money is not 
made in the handling of grain to operate an elevator off-track and to pay 
the two service costs. 

Mr. Rapp: But at whose cost will the grain then be moved to an elevator 
on tracks? Will it be at the company’s expense or at the farmer’s expense? At 
whose cost is the grain going to be moved to the on-track grain elevator? 

Mr. JAMIESON: My experience is that the farmer is going to pay it any- 
Way. 

Mr. Rapp: Well, in that case the Crowsnest pass benefits go out the 
window. 


Mr. JAMIESON: This is true. That is another aspect of the story. 


The VIcE CHAIRMAN: On a point of information, may I say that the 
North-West Line Elevators Association presented a brief to this committee. 
_on Tuesday, March 9 of this year. 

Will you proceed, Mr. Deachman. 


Mr. DEACHMAN: Mr. Chairman, I wonder if the witness could give us any 
idea of the collection system for grain in Minnesota and North Dakota just 
| across the border. Do these areas have a system identical with the one you 
_have in Manitoba and Saskatchewan? 

Mr. JAMIESON: Well no not exactly now. I am not too familiar with it 
but I do know most is government storage across the line from where I live. 
They are not grain handling companies or farmer owned. 


Mr. DEAcHMawn: It is government storage. 
21829—33 
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Mr. JAMIESON: Yes. 

Mr. DEACHMAN: Is the grain stored in trackside Siavetors similar to the 4 
ones we see in Manitoba and Saskatchewan or are these larger cement storage — a 
elevators? 

Mr. Rapp: They are terminals. | 
Mr. Jamieson: My observation would be that some of them are very 
large type storages. “ad 

‘Mr. DeacumMaNn: When the grain moves from the farm to the elevator in — 
Minnesota or North Dakota is it moving to one of those large elevators or to 
a small trackside type of elevator? is 

Mr. JAMIESON: I think both apply. They do have an elevator ersten in 
some states. : 

Mr. Murr (Lisgar): If I may point out, in respect of storage in North | 
Dakota and across the line from Manitoba, the farmer can put his grain in > 
a steel bin right on his farm, and the government official comes and locks the © 
door. oN 

Mr. JAMIESON: That is right. i 

Mr. Murr (Lisgar): And, when they require grain they even give the 
farmer the full amount of the price of the grain as a loan, and it belongs to 
the government. 

Mr. DEACHMAN: Then it is in bond on his farm. 

Mr. Muir (Lisgar): Yes. : 

Mr. DEACHMAN: When it moves out of this storage does it move to a smal 
trackside elevator with which we are familiar, a country elevator or out 
a major storage point into large grain elevators? 

The Vick CHAIRMAN: Mr. Deachman, this is all very intercoe but I d 
not think it has anything to do with the brief presented today. Perhaps you 
could speak to Mr. Muir later in this connection. | 

Mr. DeacumMan: Mr. Chairman, with respect, I think it does. I wanted t a 
know if our system is the only one by which you can move grain or ar i 
there other systems very close to us that are competitive. ei 

The Vick CHAIRMAN: I think the way that you have put your question nov 
is quite acceptable. a 

Mr. DEACHMAN: I am referring to those systems with which we are ir 
competition and I was wondering if we should be examining these syste 
along with our own to determine what makes an efficient system. 

Mr. Muir (Lisgar): Our system is better. 

Mr. KORCHINSKI: Yes, although we do have problems our system wor 
better. : 
Mr. DEACHMAN: I would like to put this question to the witness. Do we 
move grain comparable distances, that is from the farm to the head of the } 
lakes, cheaper than they do in the United States? 

Mr. Jamieson: As far as freight rates are concerned, certainly, y 
Freight costs are very high in the United States. 

Mr. DEACHMAN: Then, is it true that grain landed at the head of ee la 
with the existing branch line facilities or landed at the coast carries at ¢ 
cheaper rate than any comparable area across the border? 


Mr. JAMIESON: Yes. 
Mr. Pascoe: Under the ibn ia ality the elevators are close. 


a 


are operating now. 
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The CHAIRMAN: Will you proceed now, Mr. Forbes. 


Mr. ForBEsS: I would like to refer you to page 3 where you refer to farmers 
being provided with statistical information. I presume this information would 
apply to the economic position of the community and the cost of moving grain. 
Is this information available to this committee? 


Mr. JAMIESON: I am going to ask Mr. Scarth. 


Mr. SCARTH: If there are any Statistics that we are able to supply we will 
_ be glad to do so. Does the information which you are seeking have anything 
to do with farmers’ costs and that sort of thing? 


Mr. FORBES: Definitely. 


Mr. ScaRTH: Well, if the committee wishes for statistics in a particular 
field we would be glad to see what we can do to provide them for you. 


Mr. ForBEs: My question is with regard to those two red lines at the top of 
the map on the easel. I think it is only fair that I restrict my question at this 
time to the area affecting our area. 

Two years ago the C.N.R. made application to abandon thirty-one miles 
_ of track from Ochre River to Rorketon. The C.N.R. recommended in their 
_ brief that the farmers in the Rorketon area haul their grain to Winnipegosis 
_ and Fork River, and also recommended that the farmers of St. Rose haul their 
' grain to the main line at Laurier. Now, they had not held a hearing on the 
Ochre River-Rorketon line until they made application for the abandonment 
of the line from Sifton to Winnipegosis, the one they had suggested as an 
alternative shipping point. It is in this connection I would like to have sta- 
tistics. There are long mileages to haul grain in that area and, in this con- 
nection, I feel it would be very beneficial to the committee to have some sta- 
_ tistics on the economic effect of the abandonment of these railroads and the 
_ cost of moving the grain to the main line, which would be 60 or 75 miles away. 


| Mr. JAMIESON: I doubt if we have the statistics on this particular line but 
_ we do have them in respect of other lines. Generally speaking, I think they 
| are on the basis of one half cent a mile. Of course, we have another problem, 
_ with which the members from Manitoba certainly will agree. All the main 
highways and trunk roads run north and south and as soon as you take up a 
| Yailroad line you have to build some kind of a network of roads to alleviate 
| this problem. 

Mr. Forses: That is the type of statistical information which will be re- 
_ quired for the area referred to because one of its municipalities is administered 
_ by a provincial administrator. It would be a terrific cost to the people of that 
_ general area to construct a highway to transport their grain and other produce 
_ which is normally shipped by rail to the main line of the C.N.R. That is the 
_ reason I would like to have some statistical information of that particular area. 


! Mr. JAMIESON: I think it would be correct to say we have not those 
_ particular lines, to my knowledge, and whether or not we can get them for 
_ you I do not know. | ! 
Mr. ScaARTH: I think it may be possible. 

Mr. JAMIESON: If it is possible we will obtain that information for you. 
Mr. ForsBEs: As you know, the Hedlin Menzies commission was appointed; 


would it be part of their duties to inquire into the costs and economic factors 
in respect of the abandonment of this line in that particular area? 


Mr. JAMIESON: It might be possible that they would have some of this in- 
_formation. The information which will be forthcoming at a later date will be 
available. 
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Mr. Forses: What organization will be appearing before this committee — 
which will be able to give us that information? 

Mr. JAMIESON: Do you mean with regard to this specific line? a 

Mr. ForseEs: Well, in respect of any line, but I presume this line would be ~ 
included. a 

Mr. JAlaIESON: Well I know that the Hedlin Menzies commission did this a 
type of work in specific areas. They took spot areas. 

Mr. ForsEs: Were they hired by the provincial government? 

Mr. JAMIESON: No. 

Mr. ForRBES: Who engaged them? 

Mr. JAMIESON: The Manitoba Pool Elevators. 

Mr. Forses: Were the U.G.G. associated with them? 

Mr. JAMIESON: I do not think so. 

Mr. Forses: Thank you. 

Mr. JAMIESON: There may have been some contribution from some other | 
organization but in the first instance it was instigated by the Manitoba Pool. 

Mr. PascoE: Mr. Chairman, Mr. Forbes has pretty well covered the ques- — 
tions I was going to put. You say in your brief that a substantial number of — 
farmers, municipal officers and businessmen, gave evidence of the loss which 4 
would result from abandonment, from which the aggregate damage could be — 
calculated. I am trying to ascertain the loss to the whole community, business- 4 
men and so on. I know figures were compiled in this connection and I wasjua 
wondering if they would be available. a 

Mr. JAMIESON: Would this information be available? 4 | 

Mr. ScartH: This accumulation of evidence is available in transcript form, — 
being the transcription of the proceedings before the board of transport com- “@ 
missioners for specific areas. Give or take one or two I believe there have beens 
ten branch line hearings in Manitoba and these were well distributed through- 4 
out the province. Each one of these hearings was fully reported and the tran- — 
scripts are available. Witnesses appeared before these hearings and gave a full @ 
statistical summary of the damage in the particular areas. . a 

Mr. Pascor: The damage to the whole community.? _ 

Mr. ScartH: Yes, including road costs, tax loss, extra haul miles, new — 
elevator facilities, and larger trucks. All this information is available. ty 

Mr. Muir (Lisgar): If abandonments are authorized what would you | 


consider to be an appropriate transition period to enable municipalities, farmers, — 
businessmen and elevator companies to make the necessary financial adjust- 4 
ment? 1” 

Mr. JAMIESON: I would not care to give a very definite answer to your © 
question. I think it would depend on the amount of mileage of track you had — 
taken up, distances involved and so forth. It would depend to what extent you 
had railroad abandonment in that particular area. Perhaps Mr. Rose would | 
like to comment on that. 7 a 

Mr. Rose: Mr. Chairman, I think until such time as we are definitely sure | 
that there is one railroad in particular that is going to be there it is impossible — 
to make an estimate of these costs because if this line goes out the cost is going © 
to be so much to get to the next line; but if the next line goes out also, then 
that will create additional problems. We may have started to build our roads in 
the wrong direction and we may have to go south instead of north. So, until 
we are definitely sure there is going to be a network of railroads left to handle 
the grain I do not think the municipality or the government of Manitoba c 
put any cost on what it is going to cost to build roads to get to these particular 
points. pe 
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There is another point I would like to bring out. All the branch lines at the 
present time have elevators, that is, at every little place six or seven miles 
apart. These elevators in the last number of years, since the grain has piled 
up, have built annexes. This is the storage that is in Manitoba. It is at these 
country points. Some of the small villages will have three elevators. The 
capacity of the elevators could be 150,000 bushels or so, and they have annexes 
that will store another 200,000 or 300,000 bushels. If this line is abandoned, the 
Storage space will be lost: and the farmer does not have any storage at home. 

’ He does not have storage space on his farm because he has been able to make 
use of the storage space that has been provided by the various elevator com- 
panies. Therefore, it is not just a matter of the farmer hauling his grain; it is 
the fact that there is no place for him to put his grain when he does get to the 
other line because there is no storage space available there to hold it. 


Mr. Muir (Lisgar): I think probably I am wrong, but we can assume that 
the bill will take into consideration the abandonment on a regional rather than 
a piecemeal basis. This is what we hope for, anyway. 

On that assumption, when the farmer knows or the municipality knows 
which line is going to be abandoned in a certain period, would you consider 
that as legislators we must write into the bill some protection—or at least 
we must hope to write in some protection—for these municipal bodies, for the 
farmers and for the businesmen? Would you consider that a five year period 
would be a proper adjustment period? I am not talking about the 15 year 
point, I am talking about where a line has been authorized to be abandoned. 
Would you suggest that we write into the bill a provision that after authoriza- 
tion has been given for a railway line to be abandoned it must not be abandoned 
for five years? 


Mr. Rose: I doubt very much that five years is long enough. In five years 
an average municipality does not build a great deal of road. 

Mr. Muir (Lisgar): I am not sure whether I can find the section ouickly 
in the bill, but when the grassland authority suggest to the board of transport 
commissioners that the line shall be abandoned and the board of transport 
commissioners agree it is uneconomic, I understand it is to be abandoned forth- 
with. In those circumstances, I think we should have some protection for the 
elevator companies and others. You cannot build a road even in a year; you 
have to authorize the money for it, and so on. 


Mr. JAMIESON: Mr. Chairman and Mr. Muir, at the moment I think cer- 


_ tainly the people we are representing here are not suggesting that we have 
any particular amount of railroad abandonment in Manitoba. I think we 
_ will all have to agree that there are spurs of tracks and pieces of track that 
anybody with common sense could say one could get along without because 


they have no particular economic value at all. But in general, I think the people 


_ for whom we are working would say an appreciable amount of railroad aban- 


donment in Manitoba is nothing more than a transfer of costs for transportation 


| from the railroad to the farmer. 


Mr. Muir (Lisgar): Other factors arise from the abandonment of branch 


lines, and that has to do with storage, of which we spoke a minute ago. Do you 


visualize, in the event of the abandonment of any substantial amount of railway, 


large centralized elevators to accept the grain that is to be taken to the railway? 


Mr. JAMIESON: I would think, Mr. Muir, that this would be logical, would 


it not? If there were any particular amount of abandonment in a specific area, 


_ then logically when you build storage space you would attempt to build more 
Prof. it. Again, there is a terrific cost factor there, particularly for the farmer- 
- owned companies; and as Mr. Rose mentioned with regard to roads, you again 

| have a problem in regard to the time you will need in order to get this service - 
_ set up for the people. When you do away with your old facilities or your present 
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facilities you find yourself saddled with the construction and the cost of a erate 
amount of facilities. | | 
Mr. Murr (Lisgar): I find here in section 314c (6) the following: 


Where a branch line is approved for abandonment it must be abandoned 
on the prescribed abandonment date unless the line may be proven ‘ 


ay) 


under the provisions of the new subsection ny , 


Subsection (6) of section 314c—this is the new section—says: a 
Where a branch line has been approved for abandonment under secticeml 

3148, the company shall cease the operation of the line and each 
segment thereof 4 

(a) on the date fixed therefor by the authority under subsection (1), org 

on the 30th day of June, 1979, whichever first occurs; 1) 


I would expect this particular section has to do with the particular line ha 
has been approved for abandonment, but because of federal subsidies it will | 
not be abandoned for 15 years. I am thinking about those who are not going 
to qualify. Do I make myself clear? mt 
Mr. JAMIESON: No. Would you please repeat that? 
Mr. Murr (Lisgar): I am thinking particularly about the lines that are 
going to be abandoned on purely economic grounds and the other considerations 
which will mean that they do not qualify for the government subsidy. I submit 
that if these lines are abandoned within five years of the date of application — 
for the date of authorization there could be a hardship. The reason I mention — 
this is that up until now it has been the practice; once a line is authorized for a 
abandonment it is abandoned as quickly as possible, within a year. The result 
is you have elevators lying empty and you have farmers who have to b 
large trucks. It think it. would be well to point out to the committee that 
certainly is desirable to have a time for abandonment, regardless of whether 
not it is subsidized. 
Mr. JAMIESON: I would agree with you. ; 
Mr. Rock: I am a little disappointed that the map you have produced here | 
does not show the road system, nor a scale showing the number of inches to's 
the mile. It is very difficult to understand exactly the number of miles the 4 
farmers now will have to travel to the other location after abandonment takes 
place. This makes it rather difficult to properly study the situation. Could yot 1 q 
tell me what average distance the farmers now have to travel to bring the 
produce to the nearest elevator? 
Mr. Jamieson: Do you mean the furthest distance in the province? 
Mr. Rocx: No. I am thinking of the trackage which is under discussior 
now which is to be abandoned. 
Mr. JamMuiEson: If you went up in the north country, for example, you ha 
distances there greatly in excess of what you would find down in the low 
half of the province. 
Mr. Rock: Would it be a distance of 75 miles, 10 miles, or 15 rites’ It 
difficult to tell from the type of map you have produced. 
Mr. ScartH: To give you an idea of the scale, the distance from Winnip 
here to the border at the bottom of the map is approximately 75 miles. Th t 
is the rough scale. Then you would have roughly 20 miles between these lines. 
of track. . 
Mr. Rock: Only 20 miles? 
Mr. JAMIESON: That is right. 
Mr. Rock: That means it is a matter of 10 miles of travel if Our ar 
the centre; that is not a great distance. 
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Mr. ForBes: You are right in saying that is a very poor map. In the north 
around lake Manitoba there is lake Winnipegosis and from the map you would 
think you would have to drive just 10 or 12 miles, but there is a lake there 
10 or 12 miles long which is not shown. 


Mr. ScARTH: The map was not intended to be a study of distances. It was 
intended for two purposes; to give the committee an indication of where these 
locations are, and the proportion of land which js under application for aban- 
donment. There are no topographical features shown. Manitoba is not just one 
- vast flat land, but is broken up by topographical features. These features are 
not on the map. This is not a study of this type. 

Mr. Rock: It is too bad. If we had the road system embodied in that 
map we would be able to see the situation in respect of the different facilities. 
What we have in front of us now is just the railway transportation facilities 
and nothing else. This makes it difficult for us to study the situation in the 
proper perspective. 

Mr. ScarRTH: This is the kind of a study that we hope an authority would 
do. We suggest this is something an authority might take some days to 
achieve; that is, an examination of a particular area, the distance of haul, 
and so on. This submission is on the general subject matter of the bill and 
the request is that an authority be set up to look at the area and come up 
with a common sense solution. 


Mr. Rock: Would you be able to tell me the number of elevators there 
are situated on the tracks to be abandoned? 

Mr. ScarTH: I think it is in the brief. 

Mr. JAMIESON: IJ think it is in the nineties, 

Mr. Rock: Would you know, in the province of Manitoba, whether the 
C.P.R. or the C.N.R. have organized a trucking firm to move grain, say, from 
the farmers’ farms to the trackage? 

Mr. JAMIESON: No. 

Mr. Rock: There is no such transportation system? 

Mr. JAMIESON: No. 

Mr. Rock: Is there any other transportation system existing in the province 
from which a farmer could hire trucks? 

Mr. JAMIESON: There is nothing other than just the small commercial 
operators within a district. 

Mr. Rock: You would not know whether or not the C.N.R. or the CP oR 
ever applied to the provincial government for a trucking permit for the future, 
or anything like that? 

Mr. JAMIESON: Not to my knowledge. 

Mr. SOUTHAM: I think this whole matter of concern in respect of rail 
abandonment was accelerated recently by what has been referred to as the 
piecemeal abandonment in this proposed legislation we are studying here. 

The CHAIRMAN: Mr. Southam, can you speak up? We are having difficulty 
in hearing you. 

Mr. SoutHAM: I am referring to the piecemeal development abandonment 
and the rationalization of abandonments for consideration by regions. Now, 
this legislation that we have before us talks about rationalization authority, 
taking this fact into consideration. Over the past several weeks, the witnesses 
seem to be unanimous in their thoughts. I just wanted to get an expression 
from the witness of the fact that the authority is not strong enough. Mr. Muir 
mentioned the word “may” instead of the word ‘shall’, for instance. In this 
proposal that we are considering do you feel that this rationalization authority 
has enough authority or do) you feel it should be given more power than has 
already been laid down? 
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Mr. JAMIESON: Certainly, Mr. Chairman, we would suggest that it have 
sufficient authority and sufficient teeth that it can do the thing that we think 
should be done and that is an over-all sensible rationalization problem. 


Mr. SoutuAm: In other words, you are expressing the same thought, that 
there does not appear to be enough authority at the present time. There is 
another matter and this came up at the MacPherson royal commission. I have 
had some personal experience in the matter of economies and railway aban- 
donments. I believe one of the first large abandonments was the Wolseley line. 
An application was made by the C.P.R. in 1959 and it was not brought into 
effect until 1961. There were a number of disputes involved. There was a 
committee set up at the time to study these. The railroads formula for cost 
accounting was disputed. Then, more emphasis was placed on this dispute of 
cost accounting in the MacPherson royal commission. A lot of the evidence 
of the former minister of agriculture, Mr. Hamilton, was put on the records 
at the last hearing last Tuesday. You are representing about eight different 
organizations here in Manitoba, such as the union of Manitoba municipalties, 
the Manitoba Chamber of Commerce and so on. Have you thought of getting 
an intelligent group of economists to set up what you feel might be a cost 
accounting system with respect to this problem? 


Mr. Jamieson: This firm of Hedlin-Menzies have done this work. They 
had one man do a considerable amount of this work. Is that correct Mr. Scarth? 


Mr. SouTHAM: I think the two basic fundamentals in the final agreement 
will be what is the proper cost accounting and what would be the proper 
authority rationalization. The problems will fall into a pattern. 

Mr. JAMIESON: We made mention of that in the report this morning and 
I have a sheet here of some figures that came directly from the hearing on this 
particular Varcoe subdivision line and there is an item, cost of money $58,000. 
We have some of these sheets. | 

The CHAIRMAN: The sheet will then be exhibit 1 to your brief, as 
follows: 

Exhibit 
Statement of Avoidable On-Line Costs for the 
Varcoe Subdivision 


1960 
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* On net salvage value of trackage and facilities. 


RAILWAYS, CANALS AND TELEGRAPH LINES 1049 


Mr. SOUTHAM: In other words, Mr. Chairman, would I be correct in 
assuming then that your association, like a number of witnesses, indicates 
some doubt about the proper cost accounting in making your representation 7 
for abandonment? 


Mr. JAMIESON: I made one mistake here. I think your question to me a 
few moments ago was on the cost accounting of the railways. Hedlin-Menzies 
did not do this. It was cost accounting on the rural areas that they did. 


Mr. SOUTHAM: As I say, if I may repeat myself, I would assume that 
your association would be expressing certain doubts as to the cost accounting 
formula used by the railways where it shows the true picture of this over-all 
problem of abandonments? 


Mr. JAMIESON: It was obvious to us, in listening to four or five hearings, 
that the same approach was not used or the same system was not used and 
this is what the farm people object to. 


Mr. REGAN: If I might be pardoned I did not hear some of your answers 
earlier because I had to be at another committee so if I should ask something 
that has already been dealt with perhaps you will put me in: my. place, 
In dealing with these lines that: are projected for abandonment in Manitoba, 
am I correct that most of the lines that are being abandoned are C.N.R. lines? 


Mr. JAMIESON: Correct. 


Mr. Recan: And am I also correct that in many areas the C.N.R. lines 
run somewhat parallel to C.P.R. lines at the present time, and the abandon- 
ments of these C.N.R. lines will result in government owned trackage being 
abandoned while the private owned C.P.R. will pick up the business on their 
parallel line and be in a more profitable position than they are in at the present 
time; is that accurate? 


Mr. JAMIESON: Well, it has been our feeling, and this is to some extent 
just personal because we cannot prove it, that there is far more or there will 
be far more C.P.R. lines than there presently are. It would be the opinion 
of some of us that there could be far more applications for abandonment on 
C.P.R. lines than we presently have. In other words, they are holding back 
on their applications. 


Mr. REGAN: Do you say that in some areas, if you are to have abandon- 
ment at all, it would be just as practical to perhaps provide service to aban- 
doned C.P.R. lines where they presently intend to abandon the C.N.R. line? 


Mr. ScartH: Mr. Chairman, I think part of the brief this morning was to 
the effect that you cannot distinguish between the two lines within an area. 
Discussing an area such as this where there is a C.P.R. line and a C.N.R. 
line, the logical method of handling it—this was discussed in detail this 
morning—might be to trun down through a populated area—the C.P.R. line 
uses a 13 mile cut-off—and abandon 30 miles of absolutely barren trackage. 
As far as the local people are concerned, I speak for them, and I think they 
would accept it immediately, and get on with the grain down at the other 
end. This is a logical approach and it does not permit an answer, which I 
suggest says this line or that line could be abandoned. 


Mr. REGAN: I would like to turn your attention to the south area, the aban- 
donment of the C.N.R. lines between Morris and Hartney. This will mean that 
you take in an area say between Cartwright and Glenboro and then you will 
have more than 40 miles between these two C.P.R. lines and right in the 
middle the C.N.R. line that has been running between Morris over towards 
Hartney will not be abandoned even though it is right in between. Do you 
not feel that in this sort of arrangement, government owned lines are being 
abandoned for the economic benefit of the privately owned C.P.R.? 
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Mr. SpartH: I do not think Mr. Chairman, that this association is capable 
of reading anything into the application which has been made up to date. 
There will be more by the C.P.R., we do not know. Our only concern is that 
when the areas are looked at, we hope they are not looked at just in respect 
of the lines that have been applied for, but the whole area is looked at, so we 44 
do not get an erratic and off balance abandonment such as the member 
suggested. , 

Mr. REGAN: If this were the case would not either railway come forward ; 
now rather quickly with a full list of the lines that they intended to abandon, . 
because if the other railway were able to abandon one in the area first, then 4 
their chances of abandonment would be much less, would they not? Would } 
that not suggest to you that the railways would probably come forth with their ; 
list of abandonments? 3 . 

Mr. ScartH: I do not think any inference like that has been drawn by : 
the association, but the questioner has put his finger on a serious proposition. 
We are faced with competitive abandonments all right, that is true, as we 
were faced with competitive construction in the late 19th century. We are 
concerned with this competitive abandonment because it is just as local as : 
construction. We would like to stop this by putting authority in charge to make o 
sure that this is not competitive abandonment that we are faced with but J 
rather rational abandonment. oe 


Mr. RecAN: Just in connection with these lines again, I would like to ; 
refer you particularly, if you are familiar with the area, to Morris over to ~ 
Roland and running between Glenboro and Cartwright. In this area would 
there be other traffic besides grain being carried? 


Mr. JAMIESON: To some amounts, yes. There is quite a variation, one area i 
to another, as we have experienced. 


Mr. REGAN: Would you not think that the volume of traffic would be 
sufficient to make a serious factor in regard to the question of whether aban- 
donment should be granted or not? 


Mr. JAMIESON: The main transportation on all these lines is grain. 


Mr. MacKenzizE: When we had the extra sales of grain to Russia 
which we had not had before, it gave the railroads a chance, which they had _ 
not had previously, to get a lot of grain into forward position. If you have 
grain coming in here, you can get it into Winnipeg and down to the lake in © 
forward position in quite a hurry. 


~Mr. REGAN: Do you find there is any expansion in the rural population in 
Manitoba which would indicate any greater or varied need for these rail lines 
which are proposed to be abandoned, let us say, 10 to 15 years from now? 
Is there a possibility that if we quickly or unwisely abandon lines now we 
might later find that they would have become more profitable had they been 
retained for an interim period, but that it would not be economically sensible 
at all to replace them? 


Mr. ScarTH: This is a conceivable proposition, based on our experience, iA 
and based on the hearings in the MacGregor-Varcoe area. You can see it from a 
the map. There is a plant now at Carberry which is opening up an area of “fi 
vegetable production, and which is widening in a radius around Carberry. You 4 
may propose to abandon the line from MacGregor to Varcoe which runs through 
this very good soil area which is well suited for the production of vegetables in 
quantity. It was suggested at the hearing that if that line were abandoned, we 
might, 10 years from now, show that the line from there was very greatly 
needed to handle those vegetables. Yet, as the questioner has put it, it might 
be uneconomic to reconstruct it. So this is quite a possibility. ive 
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, Mr. JAMIESON: We have another development going on in central and 
_ eastern Saskatchewan, and in central and western Manitoba where exploration 
_ work for potash is going on. In that particular area I think the railroads are 
sitting very quietly until they see what the development is. This is just another 
‘j opportunity for transportation if it so develops. 


Mr. REGAN: In looking at the map, particularly the area showing the very, 
very long stretch starting out in the west from Souris and running south to 
_ _Deloraine and running along by Cartwright and all the way along past Carman 
and down to Morris, you will find that in that comparatively great distance 
_. there is a stretch of at least 40 miles wide out of the centre of which you are 
taking the railway line, and in the entire distance there is no north and south 
line to join available lines for that full distance of 40 miles. Do you not feel 
that if this abandonment were granted, this would be one of the areas which 
would be most hard hit? 


Mr. JAMIESON: It would appear that way, yes. 


Mr. SCARTH: In volume III of the MacPherson report it was suggested that 
this area of Manitoba would be the hardest hit of all by abandonment of this 
sort. | : 


Mr. REGAN: It would appear to me to be a very poor case for abandonment 
particularly where the Canadian National and the Canadian Pacific lines on 
either side would benefit. I think it would be a case which would favour private 
ownership of the Canadian Pacific, and would not be in favour of governmental 
regulations. : 


The VICE CHAIRMAN: Before we go on to the next questioner may I ask the 
members of the steering committee who are present, Mr. Macdonald, Mr. Crouse, 
_- Mr. Fisher, and Mr. Cantin, to remain for a few moments just after we adjourn. 


Mr. MILLar: My question to the delegation is this: concerning these rail line 
abandonments here, do the railroads offer anything in the way of service to 
replace what they are taking from the rural areas? In other words, do they 
leave it with you and say that it is up to you to get your grain to an elevator 
that is serviced by a railroad? 

Mr. JAMIESON: That is correct. 

- Mr. MILuar: My second question is this: does this delegation feel—and I 
am not a grain farmer—concerning the movement of grain, that the mainte- 
nance by the railway company for 12 months a year of a line is justified by the 

amount of grain that is shipped out of the area? Do you feel this is economical? 
_Is it sound? 


Mr. JAMIESON: That is what we want the authority to decide. 
Mr. MILuar: Rather than the railroad? 


Mr. JAMIESON: According to a pattern of proper cost appraisal, generally, 
so that you would have a correct statement when you were through. 


Mr. MILLAR: That sounds reasonable. Now, one final question. Mr. Scarth 
was drawing a comparison between competitive construction and competitive 
abandonment. From the appearance of these rail lines on the section of Manitoba 
that you show there, it would indicate that at one time in the history of Canada 
they built railroads rather recklessly. Is it reasonable to assume that these 
railroads were built into areas where for instance the Canadian Pacific had 
government grants of land that they would be interested in developing? Could 
this be said to be true? 


Mr. ScARTH: This is rather an historical conclusion. But taking the example 
we were talking about this morning, we do not know the reason for the building 
of the Canadian Pacific line from MacGregor to Varcoe. It was built in 1899 I 
think, and it must have been obvious at that time that the first 30 miles were 
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unproductive, because you only have to be there to see that it is sand, and that 
it is not a productive area. It is hilly and sandy. So it must have been obvious 
that this area was unproductive. But no doubt the desirable area was up here, 
the other 30 miles, and it was so attractive that the railroad wanted to get 
there first. That is competitive building, of course. 

Mr. Mriuuar: I follow you. 

Mr. ScartH: What we are concerned about, using the same example, is 
that we do not get to that abandonment conceivably if this whole line is to 
be pulled out of here. Then a railway responsibility would cease. In other 
words, because 30 miles were a mistake, the whole 60 miles must go, and it 
just does not make sense to the people in this area. They want it to be put 
together as a region. 

There are a number of easily discernible transportation regions in Mani- 
toba, Saskatchewan, and Alberta, and it could be viewed in that way, and a 
system could be put together which would prevent competitive abandonment 
from giving the same results in reverse. 

Mr. Mrutar: The main point I am trying to get at is that I am saying 
a lot of this land would comprise some of the thousands of acres which were 
granted to the Canadian Pacific in return for building the railroad. Basically 
my question is this: now that the land is sold, is the Canadian Pacific quite 
happy to get out of the area and forget about the farmers that they were 
responsible for placing there? Will you answer that question. 


Mr. JAMIESON: It could be a factor, but we would not know that at the 


moment. 
Mr. Mrutar: Would you look at that map. It would lead you to believe so. 


Mr. JAMIESON: We have another situation, Mr. Chairman and gentlemen, 
where it is very obvious that neither one of these lines was asked for. They 
are right in an area with which I am quite familiar. We have one of the 
best farming areas in Manitoba in the area up to here, where the track turns, 
yet there is not one elevator, one town, or one thing on the balance of this. 
This is Canadian Pacific, this is Canadian National. They come within half a 
mile of each other at Rivers, Manitoba. 

Mr. MitiarR: Does this whole proposal for abandonment indicate that 
the railroad is no longer interested in transporting wheat, that it is not profit- 
able? It must be, or else they would not move out. When you start talking 
about potash, the indications are that they are interested. 

Mr. JAMIESON: We would like to see them prove this on a proper account- 
ing basis. 

Mr. FisHer: Your committee’s organization is largely ad hoc to line 
abandonment, and it is apparent from your brief that you felt you could not 
go into detail on the bill as a whole. Was there any discussion, when your 
orgnization was forming, that you might bring in a critique of the bill as a 
whole rather than just concentrate on line abandonment? 

Mr. ScartH: I think the situation is that this organization is primarily 
an information gathering organization. Its primary purpose in coming here 
was to make the committee aware of the experience which its members have 
had in facing line abandonment applications in the past. The members which 
are affiliated with it are going to be specific critics of the bill before this 
committee, but this has not been the function of this association. 

Mr. FisHEer: In other words, the fact that your organization does not go 
into, for example, some of the ideas put forward by the National Farmers’ 
Union does not mean your membership would be antagonistic to those ideas. 

Mr. ScartH: It does not mean they would be antagonistic or favourable 
to them. 


r 
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The VICE CHAIRMAN: Those are all the questions we have. 


_Mr. Forbes: I would like to interject a thought regarding these branch 
lines about which some of the members have been asking. My understand- 
ing—and I was in Manitoba in the early days—was that a number of these 
branch lines were built as feeders for the main line. They were intended 
as a profitable enterprise to start with but they were feeders for the main 
line which would show profit for the Canadian National Railways. This 
accounts for that great section of lines you see all over the map. 


Mr. FISHER: I would like to make one suggestion. If they want to get a 
parallel to support Mr. Forbes’ argument, T.C.A., for the last number of years, 
has shown a profit, I think with the exception of one or two years, and yet, on 
a number of occasions their president has indicated that only two routes 
on the system are actually moneymakers. The whole thesis of T.C.A. is that 
these routes only seem remunerative and yet they are not, such as, for 
example, the route from Montreal to Toronto which actually does not pay, 
but in so far as it fits into the national route it is considered worth while. I 
think this point is often missed in connection with line abandonment in the 
railways’ propaganda. I would suggest to you it is a good analogy. I think this 
would also apply to the Canadian Pacific Air Lines, although, of course, we have 
not had the opportunity of hearing them, but this must also be a parallel. 


Mr. Pascoe: Mr. Chairman, could I just ask a final question? The witnesses 
have been speaking about a rational adjustment of the railway problem on a 
regional basis. They say that the new authority must have real authority. 

Coming back to the question which Mr. Cantelon touched upon, you men- 
tioned here one railway being able to operate over other railways’ lines at 
certain points. On page 10 you say that the authority should be in a position to 
recommended this situation. Would you use a stronger word than “recom- 
mend”? 


Mr. SCARTH: The brief continues “as a condition of abandonment of other 
lines in the area’’. 


' Mr. Pascore: But you used the word “recommend”. 


‘Mr. ScarTH: If the recommendation is not accepted, presumably other lines 
would not be abandoning the area. 


Mr. PASCOE: You are talking about real authority in one place and recom- 
mending it in another. 


Mr. SCARTH: The railways are in a position to make application to the 
authority for abandonment. If they wished abandonment, I think it would be 
logical to request that for the remaining segments of line running rights be 
granted. If those running rights are not granted, it did seem logical to the 
members of the association that there might be no abandonment. 


The VICE CHAIRMAN: Gentlemen, I want to thank you on behalf of the 
committee for your attendance today and for presenting your brief, as well as 
for being with us from early this morning at 9.30 until late this afternoon. I 
want to thank Mr. Jamieson, Mr. Rose, Mr. MacKenzie, and I wish to say 
that I forgot to introduce Mr. Scarth, Q.C., solicitor for the Branch Lines 
Association of Manitoba. 

Mr. PASCOE: Can we point out to the witnesses that we sit in parliament 
until 11 o’clock at night? 

The VicE CHAIRMAN: Before the committee leaves I want again to say 
that next Tuesday, March 30, three delegations will come before us. All their 
briefs have been distributed to the members this afternoon. It is my hope that 
next Tuesday all the members will have read those briefs and we will take the 
briefs as read and have them printed as an appendix to the meetings’ pro- 
ceedings and thereby save more time for questioning. 
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- MINUTES OF PROCEEDINGS 


TUESDAY, March 30, 1965 i 
(36) 


The Standing Committee on Railways, Canals and Telegraph Lines met 
at 9:45 a.m. this day. The Vice-Chairman, Mr. J. Macaluso, presided during 


_ the first part of the meeting and Mrs. Rideout took the Chair for the latter 
part. 


_ Members present: Mrs. Rideout and Messrs. Beaulé, Berger, Cameron 
_ (Nanaimo-Cowichan-The Islands), Cantelon, Cantin, Deachman, Fisher, 
' Forbes, Granger, Hahn, Legault, Lloyd, Lessard (Saint-Henri), Macdonald, 
_ Macaluso, Matte, McNulty, Orlikow, Pascoe, Rock, Southam, Stewart, Watson 
_ (Assiniboia) (24). 7 

a In attendance: From the Canadian Industrial Traffic League: Messrs. R. 
_ Eric Gracey, General Manager, John F. Cunningham, George Paul. From the 
__- Maritime Transportation Commission: Messrs. A. Gordon Cooper, Q.C., Counsel, 
' Craig S. Dickson, Executive Manager, R. M. F. Armitage, Secretary. 


From Canadian Pacific Railway Company: Mr. K. D. M. Spence, Q.C., 
Commission Counsel. From Canadian National Railways: Mr. Walter Smith. | 

_ From the Department of Transport: Mr. H. B. Neilly, Chief Economist, Rail- 
ways and Highways Branch. Mr. Allastair MacDonald, Q.C. 


The Committee resumed its consideration of the subject-matter of Bill 
C-120, An Act to amend the Railway Act, the Transport Act and the Canadian 
National Railways Act, and to repeal the Canadian National-Canadian Pacific 
Act. 


The Chairman read a telegram from the National Legislative Committee, 
International Railway Brotherhoods to the effect that the association would 
not be able to attend the meeting, at which they were scheduled to appear 
today. 


On motion of Mr. Hahn, seconded by Mr. McNulty, 
Resolved,—tThat the briefs of the three associations invited for today, be 
_ printed as appendices to today’s proceedings (See Appendices “G”, “H”, and 
* = 
poh The Chairman introduced Mr. Gracey, and the other witnesses from the 
Canadian Industrial Traffic League. 


The brief of that association was taken as read. The Committee examined 
- the witnesses. 


, The Chairman thanked the witnesses for their cooperation and they were 
F. retired. 

, . The Chairman begged leave from the Committee and, on motion of Mr. 
a Regan, seconded by Mr. Cantin, Mrs. Rideout was elected as Acting Chairman. 


am Mrs. Rideout introduced the witnesses from the Maritime Transportation 
- Commission: Messrs. A. G. Cooper, Craig S. Dickson, and R. M. F. Armitage. 
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The brief from that Commission being taken as read, Mr. Cooper read a 
supplemental submission which had been distributed in English to the Mem- 
bers of the Committee. 


The witnesses were questioned, and retired. 


It being 12:20 p.m., and no other witnesses having informed the Com- 
mittee of their intention to be heard, the Committee adjourned to the call of 
the Chair. 


Marcel Roussin, 
Clerk of the Committee. 


Bi, 


EVIDENCE 
TUESDAY, March 30, 1965. 


The VIcE CHAIRMAN: Madam and gentlemen, we have a quorum. 
We were to have with us today the national legislative committee of the 


International Railway Brotherhoods. However, the clerk received a telegram 
on March 27 which reads as follows: 


I beg to advise that the national legislative committee, International 
Railway Brotherhoods will be unable to appear before the committee 
on March 30, 1965. We wish to reserve right to appear on later date. 
A. R. Gibbons, Secretary. 


We will therefore not be hearing from the railway brotherhoods today 
but we will give them an opportunity at some future date to present their brief. 

I would accept a motion to have their brief printed as an appendix to 
today’s proceedings so that it will be available to the members before the 
brotherhoods appear on the next occasion. 

Mr. HAHN: I will so move. 

Mr. McNu tty: I will second it. 

Motion agreed to. 


The VIcE CHAIRMAN: The brief will be printed as an appendix to today’s 
minutes of proceedings and evidence. 

We have with us today the Canadian Industrial Traffic League. Mr. R. Eric 
Gracey, sitting at my immediate right, is the general manager of the Canadian 
Industrial Traffic League. Mr. Gracey has with him other members of his 
delegation from the league and I will ask him to introduce them to you. 


Mr. R. E. GracEy (Manager, Canadian Industrial Traffic League): I wish 
to express to this committee the sincere regret that the president of our organ- 
ization, Mr. Victor Stroud is unfortunately ill and has been on the critical list 
for the last three weeks. Mr. Stroud is a man with 38 years’ practical experience 
in industrial traffic, and I am sure you would have found his evidence most 
interesting... 

On my right is Mr. J. S. Cunningham from Montreal. He is the chairman 
of the special committee set up by the board of directors of the league to study 
Bill No. C-120. Through his committee we discussed this bill in all of our divi- 
sions across Canada, in British Columbia, Alberta, Saskatchewan, Manitoba, 
Ontario, Quebec and the maritimes. The brief that you see before you now is 
the result of these decisions. . 

Mr. Paul is a special consultant whom the league has retained to deal with 
Bill No. C-120. 


The Vick CHAIRMAN: Thank you, Mr. Gracey. 

Before we commence I want to bring to the attention of the committee 
that we were to meet this afternoon at 3.30 or after the question period in the 
railway committee room in the centre block. However, I understand from the 
clerk that that room will not be available. If it is necessary to meet this after- 
noon, we will meet again in this room. Since we have only two briefs to be 
presented, we may be able to complete them without the necessity of sitting 
this afternoon. 

I would also like to bring to the attention of the committee the fact that 


it will be necessary for me, for personal family reasons, to leave within about 
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half an hour. I would ask that the committee nominate an interim chairman : 


to take the chair for today. 4 

Mr. Recan: Mr.. Chairman, would you accept a nomination? 

The VicE CHAIRMAN: Yes. | : 

Mr. Recan: I will nominate Mrs. Rideout. to act as temporary chairman 
today. 

Mr. CantINn: I will second the motion. 

The Vic—E CHAIRMAN: Are there any more nominations? 

All those in favour? Contrary? 


Motion agreed to. 

I announced at the last meeting of this committee last Thursday that since 
we have had the brief of the Canadian Industrial Traffic League for a week, 
we will take the brief as read. It will be printed as an appendix to today’s 
Minutes of Proceedings and Evidence. Mr. Gracey will touch only on certain 
highlights and make some other comments on the brief, and then he and his 
delegation will be open to questioning. We will do the same with the brief 
from the Maritime Transportation Commission. However, there is a supple- 
mental submission from them which will be put in your hands. I feel that 
this perhaps can be read by the commission when they present their brief. 


Mr. Gracey: The brief is quite short. On the first page we mention that. 


this submission does not abridge the rights of any of the league’s individual 
members to withdraw from any of the things we state. 

On page 2 we refer to clause 3, section 45A. The league wishes clarification 
of this statement. 

We also refer to clause 5, section 156(1), and we would like to have an 
interpretation of the words “transportation company” and “common carrier’. 

On page 3 we discuss clauses 9, 10, 11 and 12 and certain sections of the 
act. We request that the bill be altered to provide for an appeal board for 
shippers. We notice that the proposed section 317 provides certain relief but 
“we do not feel that this is a satisfactory safeguard for industry or for shippers. 

At the foot of page 3 we deal with clause 15, section 326. What we ask 
for here is that the railways publish a price list of the class rates. 

On page 4 of our brief we discuss clause 18, section 333. We suggest that 
the commercial terms of sale are now generally made on a basis of 30 days, 
and we request that any increases in rates be effective only after 30 days. 

In dealing with clause 19, section 335—this is the captive traffic clause— 


we feel that the statutory provisions suggested here are too arbitrary and we 


feel that they are too rigid. We feel that they should be deleted. 
On page 5 we make a suggestion dealing with clause 1 that a new para- 


graph be added dealing with the appeal board provision. We would like E 


a new section to be added which would read as follows: 


“(d) Each mode of transport, as far as practicable, applies equitable 
rates and conditions, under similar circumstances, to all users.” 


Our main point is the provision of an appeal board to deal with captive 
traffic. 

We also have two exhibits, the first one being an example of rates to be 
‘fixed on captive traffic. That has been prepared by our consultant, Mr. 
Paul. The other item is the transportation policy for Canada which was just 


4 


yr 


adopted by the annual meeting of the league on February 23rd. It ties in sh 


quite interestingly with this proposed Bill No. C-120. 


We would be pleased if you would direct your questions to either Mr. — 


Paul, Mr. Cunningham or to myself. 


" 


ee, “Mr. Strwanr: Mr. Chairman, ig oe like to refer to ie example of rates 
e to be fixed on captive traffic. There i is a heading down the side of the page which 
reads: “Percentage reduction for larger cars’? which shows, as I understand 
it, that the railway company would have an advantage over tele competition 
in commodities involving large loadings. It that correct? 

ae Mr. CUNNINGHAM: The word “larger”? quite possibly should have been 
oA heavier load. 


| considerable by the time you get two cars loaded over 100,000 pounds? 


' Mr. CUNNINGHAM: By using the formula as proposed under section 335 
_ and using the variable costs plus 150 per cent we are attempting to show in 
_ this exhibit the scale of rates that would result at the minimum. We do not 
have this in the exhibit but we just took it out of one of the present tariffs and : 
_ _we arrived at a rate for distance of $1.01. That is the closest we can get to this 
_ dollar that we show as a fixed rate. The present published rail rates in cents 
_ per 100 pounds are: 101 for 30,000 pounds, 79 for 45,000 pounds, 77 for 55, 000 
_ pounds, 75 for 70,000 pounds, 73 for 90,000 pounds, 71 for 110,000 pounds and 
y 69 for 120,000. You can see that by using this formula, these rates would 
es result in much higher rates than the railways had presently published. This 
_ is what we were attempting to show by this statement. 

Mr. STEWART: Yes. Thank you very much. 


Mr. MacpDoNnaLp: Mr. Gracey, it might be useful if we had on the record 
_ some indication of the membership association. Do I take it that your member- 
ship is primarily industrial firms who have cause to use the transportation 
facilities in a major way? 

| Mr. GRAcEY: Yes, sir. We have approximately 1,200 traffic management 
_ personnel representing 550 industrial and conimercial concerns. We are the 

: shippers and we use all modes of transportation. | 
‘ Mr. MacpdonaLD: Therefore, the transportation companies themselves are 
not as a rule members of the association? 

Mr. GraAcrey: No. They are not eligible for membership. 

‘ Mr. MacbonaLp: And where would your membership be centralized. 
- Would it be central Canada or right across Canada? 

hy Mr. GrRacEy: Approximately half of our membership is from Ontario, 
_ approximately 25 per cent in Quebec and the east and approximately 25 per 
cent in western Canada. This follows the industrial Gntar gett of our 
f country. 

Mr. MacponaLp: Did you make a presentation as a league to the royal 
commission? 

Mr. Gracey: Yes, we did. 

| Mr. MacponaLp: Thank you. 

i Mr. Recan: I wonder if I might ask Mr. Gracey to elaborate on the sub- 
ss mission made on page 3 with reference to the proposed provision for the new 
bill doing away with any declaration that the railways must not discriminate. 
) - Would you like to deal with this question of discrimination as regards what 
harm you see is likely to develop; that there would be no prohibition against 
_ discrimination contained in the new bill. 

_. Mr. Pau: Yes, Mr. Chairman. That is one of the things that our members 
are quite apprehensive about, the fact that if this new bill is amended as 
- proposed there will be no safeguard whatever against the railways practising 
- discrimination. It is for that reason that we are proposing in our amendment 
_ that clause (d) be added to the national transportation policy so that any 
cE preuiatory. board will know the principle on which they. should be guided. In 


Mr. STEWART: Yes. You are suggesting that this advantage would be very 
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other words, we are asking parliament to set down the principle that the 
shippers should be treated equitably under similar circumstances. 


Mr. REGAN: Could you illustrate by way of example how you feel discrim- 
ination might be applied in the absence of such prohibition? 


Mr. Pau: It could be applied in many ways. It could be applied in favour 
of large shippers as against smaller shippers. One of the factors that was 
discussed under this item was that one of our railways, the C.P.R., now has 
quite a controlling interest in other areas of industrial activity and it would 
be possible for them to give preference or preferential treatment to companies 
in which they are interested. Now that is a possibility. We are not implying 
that this is going to be the result but there are these areas where we feel 
there should be a safeguard. 

As has been pointed out in our brief, this so-called safeguard in section 
370 is not sufficient, we do not think, to take care of that. We feel that with 
a guiding line in the national transportation policy we could then safely leave 


all the rest of the regulations to the transport commission or some other court 
of appeal. 


Mr. CUNNINGHAM: If I might add to that. In connection with this section, 
the railways would be free to set rates, set prices, without any controls; 
whereas we, as an industry, have the combined legislation, we have price 
control. We feel that this appeal board would act primarily as a policeman 
so to speak, where we would have some body to appeal to if we felt we were 
unjustly discriminated against. We are not concerned too much that the rail- 
ways will misuse this power. We just feel that 10 years from now it may be 
that there will be a change in people, a change in attitudes. It takes quite some 
time to amend legislation. We feel we would like to have this appeal board in 
case any shipper and member of our league wishes to appeal. 


Mr. REGAN: Do you see any danger of discrimination among users? Do 
you see a danger of discrimination of the railways arbitrarily deciding that 
certain cargoes would use certain ports of entry and exit and others would 
use other regions? Do you see this as another form of possible discrimination? 

Mr. Gracey: In exactly what way? Do you mean Canadian ports? 


Mr. RecAan: Suppose the railways decided it was in their best interest to 
have potatoes shipped through one particular area, through one particular 
port, could they not then quote such a rate on potatoes to that particular port 
that it would be discriminatory against other areas, other ports? 


Mr. CUNNINGHAM: I guess we would have to say yes, they could practise 
discrimination. However, we do not think they would. We think they would 
encourage the long haul as much as possible through Canadian ports and we 
also think that competition between the C.N.R., the C.P.R., and the trucking 
industry would overcome any discrimination between some of the Canadian 
ports. 

Mr. REGAN: Thank you. 


Mr. Pascoe: Mr. Chairman, one of the witnesses, I am not sure which, 
said that this Canadian Industrial Traffic League had about a quarter of its 
membership in the west. 

The VICE CHAIRMAN: Mr. Gracey pointed this out. 


Mr. Pascok: I take it that your league is mostly concerned about rates, and 
so on. Do you not have any opinion on branch line abandonments in the west? 
You do not mention that at all. That is one of the big things in this bill, Clause 
72. Have none of your members expressed any interest in it? 3 


Mr. GRACEY: We are not opposing any change in the present arrangement ‘ 
of Bill No. C-120 for branch line abandonments. | 
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Mr. Pascoe: None at all? 
Mr. GRACEY: No. 


Mr. ORLIKOW: I would like to direct a question to the delegation in regard 


to some of the things which are in this submission of transportation policy 


in Canada. 

Clause 3 is headed government ownership versus private enterprise. The 
league says it firmly believes in the principle of free, private enterprise, in 
the transportation industry as the best method of obtaining efficient and pro- 
gressive transportation. Then it goes on to say that government ownership 
of transportation equipment and facilities should be limited to those instances 
relating to national development and pioneering where private enterprise 
cannot serve because of high initial and development costs. Does not the 
league feel that this is a case where one has his cake and eats it too; in other 
words, if private enterprise can make money in transportation it should have 
the business but when it cannot and there is some risk or loss involved, then 
the government should take over. In other words: heads, you win; tails, I lose. 


Mr. GRAcEY: May I say, under item 4, we believe that the free enterprise 
system is the most effective way, but it also contains the right to fail; other- 
wise, it is subject to undesirable restraints. But, we know from history that 
our country has been built by the government pioneering initially and develop- 
ing the country. But, once the country has been developed and once the 
resources are tapped, then we should turn it over, in our opinion, to private 
enterprise to the greatest degree possible. 


Mr. ORLIKOW: With regard to clause 4, have we ever had free enterprise 


in the transportation industry in Canada, even before Canada was a country? 


Has there not always been government subsidy, regulations, directions and 


financing? 


Mr. Gracey: That might be true to a certain extent but there are many 
firms, which are private enterprisers now, which are operating in the trans- 
portation field. 


Mr. ORLIKOW: But are they not all subject to regulations? 


Mr. GRACEY: They are subject to regulations. But, we are all subject to 
regulations of some kind or another. But, there is free enterprise; many of 
the trucking companies are companies formed by individuals who start into 


business. Certainly they use government facilities but they have to pay taxes 


of some sort for the use of these facilities. There are privately owned aviation 
companies which use government facilities but they have to pay for the 
privilege of using them. Also, there are shipping companies of the same 


type. 


Mr. CAMERON (Nanaimo-Cowichan-The Islands): Is any other transporta- 
tion organization free to enter the field at any time? Are they not subject to 
governmental decisions whether or not they should be granted a license? 

Mr. GRAcEY: That is true. 

Mr. CAMERON (Nanaimo-Cowichan-The Islands): In fact, the government 
farms out certain privileges to private enterprise. 

Mr. GRACEY: Yes. 

The VicE CHAIRMAN: Would you proceed, Mr. Fisher. 

Mr. FISHER: From clause 3 of the presentation I would take it that there 
is not any sympathy in the Canadian Industrial Traffic League for the Canadian 
Trucking Association? Do I read that into your recommendation? 

Mr. CUNNINGHAM: When our committee was considering this particular 
section we felt this was an amendment to the Railway Act and, needless to 


say, we are in sympathy with the trucking industry in Canada, and we are 
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doing our utmost to build a sound trucking industry. But, it was the feeling — uae 
of our members that if every rate or service that the railways desired to 


publish to assist the shippers in Canada could be opposed or delayed or in any 
way hampered by opposition of the trucking industry, when perhaps they 
could not provide this type of service or were not directly interested but on 
general principles they wished to oppose it, then we felt it was not in the 
best interest of the railways or shippers in Canada. For this reason it is felt 
they should not have the right to oppose any rail rates or services. 

Mr. Fisuer: Let us take a problematical situation where there could be 


a considerable difference of opinion on what a captive area is or what is a 
captive shipper. I gather from talking to the truckers that there have been 


disagreements in this particular area. In the determination of rates the truckers | 
may have a very, very considerable, almost a life and death, interest in 


something the railways do, and yet you would block them off from making any 
representation of a direct kind. I suppose their only way of putting their case 
would be indirectly to the cabinet or the ministers involved. 

Mr. CUNNINGHAM: Of course, we can argue a great deal about what is 
captive traffic and our definition of it; but, if the railways, in their wisdom, 
can capture some traffic away from the trucking industry which the trucking 
industry may consider to be captive traffic then, obviously, in our opinion, 
it was really not captive traffic; and if the railways can provide the service 
at a cost that is satisfactory to the shipper, then this is the way the traffic 
should move. 


Mr. FISHER: Well, I cannot disagree with that; I am against beating my | 


neighbour’s wife. But, let us look at it from another point of view. The 
MacPherson commission—and the recommendations for amendments to this 
act are based upon its report—has the theme running through it of the beauty 
of the present traffic situation in Canada, and the reason they make the 
recommendations is really that there are so many competing modes of traffic 
being carried on that, in a sense, you want to insulate the railway mode from 
the competing modes in so far as representation is concerned. 


Mr. CUNNINGHAM: Of course, as you know, the trucking industry in the 
United States has the right to oppose or appeal to the Interstate Commerce 
Commission any rail rates, and the railways can do the same against any truck 
rates, but this has not proven too successful. This has resulted in rates being 
delayed as much as two or three years waiting for hearings appeals, counter- 
appeals and so on. We feel this would not be in our best interest if this was al- 
lowed to happen. 


Mr. FIsHER: I just want to say that in the main I disagree with this. It 
seems to me when we are dealing with recommendations, taking about an 
integrated system of transportation, flexibility and competing modes, then 
it is time we had a regulatory authority that was able to listen to representa- 
tions of all the modes. I think the American example is different by the very 
size and complexity of their transportation market and the tremendous variety 
of carriers in terms of ownership and backing. It seems to me it would be 
much simpler here and very easy for this board to set up rules, which 
would allow a sort of nominal representation. What is the difference between 
the set-up you have in Quebec, where the C.N.R. trucking outfit has been 
before the courts a couple of years and the arrangement in the United States? 
It seems to me that we cannot look at rates in this country in any over-all 
way without seeing where the trucking interest stands and, for example, where 
the water shipping fits in. 


I know the rail-water rates would come under this; it has been the 


tradition that they would come under the board. But here again, we have some © 


new concepts developing in water shipping. I am thinking of the new kind 


of packaging that is being developed and the rail-water-truck co-ordination. } 
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‘One of the things that Suede will ope is that as the marl com- 


ie panies move in to this traffic with their integration of trucking interests and 


NG water interests, the independent truckers, or the non-railway owned truckers, 
me will be put in a tougher and tougher situation. 


At the very least, if one is paying more than lip service to free enter- 
prise, one would say they should have the right to come before a board. I 


happen to represent a party that is not always doing obeisance to free enter- 


prise, but if this is the general rule of the game to which one subscribes, 
why not make it fair for everybody? 

Mr. CUNNINGHAM: We would if the trucking industry were subject to the 
same control by the board of transport commissioners as the railways. This is 
an amendment to the Railway Act. The board has control only over the rail- 


_ ways. 


I think we would subscribe to your suggestion if the trucking industry 


_ were also regulated and controlled or had to file their rates or tariffs with the 
federal transport board. 


Mr. FISHER: What do you feel about all trucking between provinces coming 


under this particular board? 


Mr. GRACEY: We state in our national policy, under item 9, that the league 


believes that the federal government should regulate interprovincial and inter- 


national common carriers in the areas of public safety, uniform documenta- 
tion and liability. 


That is our statement. 
Mr. CUNNINGHAM: In another place we indicate that carriers should 


file their rates. Therefore, in effect we say that for interprovincial trucking we 


are in favour of control by a federal body, just as the railways are controlled © 


; by a federal body and as the water carriage industry is controlled by a federal 
body. 


Mr. FISHER: If this particular section of the bill spelled out a means whereby 
representation by the trucking industry could be made, not by the individual 
carrier but by a recognized national association, at least they would have the 
opportunity to come forward and express their views. Would that be agree- 
able? 


Mr. CUNNINGHAM: We would not accept that unless the trucking industry 
were controlled by a federal board of transport commissioners. This national 
trucking association could in effect accomplish, we feel, the same delay in 
tactics as an individual trucker. 

Mr. FISHER: Perhaps this is a hard question. Has your league come to any 
opinion about the horizontal integration that is taking place in the transportation 
industry? 

Mr. CUNNINGHAM: We are in favour of and are supporting this to the 
utmost. We advocated and suggested this in our brief to the MacPherson royal 
commission. 

Mr. FISHER: You want horizontal integration and yet you are not prepared 


to be even a bit more flexible so far as the board is concerned. You are not 


prepared to go so far as to suggest a master board for all forms of transportation? 
Mr. CUNNINGHAM: We do not feel it would be fair to the railways or to 
the shippers who use the railways to allow another mode of transport, that is 


not in any way controlled by this federal board, to come in and delay the 


railways in their efforts to secure business. The railways do not have the right 
to appear before the provincial boards to stop the truckers from publishing 


a rate or a service that they may wish to put in in order to capture some traffic 
_ from the railways. We feel it would not be fair to the railways to do this. If 
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they were on an equal footing we would not oppose it; we would be in favour — 
of it. 

| Mr. FisHER: I quite agree that there is much greater flexibility generally 

open to truckers to adjust rates, and I must confess my opinions rest a great 

dealt upon the long haul trucking rates. They tend to run parallel with and, it 

seems to me, just below the rail umbrella a great deal of the time. 

I have no more questions. 

The CHAIRMAN: Are there any further questions? 

Mr. Gracey, Mr. Cunningham, Mr. Paul, I want to thank you on behalf 
of the committee for presenting your brief and for your attendance here today. 
You have been perhaps a little more fortunate than some others in regard to 
the questioning at the end of it, and I am sure this speaks well for the brief. 

Again, I want to thank you for your attendance here today. 

Members of the committee, we have with us now the delegation of the 
Maritimes Transportation Commission. To my immediate right is Mr. A. Gordon 
Cooper, Q.C., counsel. Next to him is Mr. Craig S. Dickson, executive manager; 
and on his right is Mr. R. M. F. Armitage, secretary. 

It was agreed at our last meeting that, since the brief has been in our 
hands for a week, we would take the brief as submitted by the Maritimes 
Transportation Commission as read. However, Mr. Cooper and his delegation 
will deal with the highlights of their brief by reading a supplementary submis- 
sion, which will be submitted by the clerk. 

I will ask Mrs. Rideout to take the Chair at this time. 

Mr. Beautk: Madam Chairman, there is no copy of the submission in 
French. 

Mr. A. Gorpon Cooper, Q.C. (Counsel, Canadian Industrial Traffic League): 
We have just had exhibit five in our hands for a very few days and we have 
not had an opportunity to get a French translation done. As a matter of fact, 
I might say with respect to the main submission which came to us in the 
English form a week or two ago, we have made every effort to get a French 
translation and we hoped to have one here today, but we have not been able 
to do it, because of the difficulty, frankly, in getting a translator in Moncton 
to do the job for us. I can assure you, Madam Chairman, that we have, respect- 
ing the main submission, made every effort possible—because we realize the 
importance of having a French translation—to have one here. But we have not 
been able to do so with respect to the supplementary submission. We simply 
have not had the time, because exhibit five has not been in our hands for a 
sufficient length of time to provide a French translation. Therefore I would 
beg for the indulgence of the committee. 

Mr. Cowan: Madam Chairman, if somebody wishes to submit a brief in 
English only, surely that is his right. This is not a government organization, 
and we do not have to have everything provided in both languages. 


The Acting CHAIRMAN: I think Mr. Beaulé will go along with the arrange- 
ment we have now. We have a translator here who will give us a simultaneous 
translation in French. 


Mr. BEAULE: I wanted to know if it was a question of privilege. 

The ActiInG CHAIRMAN: I think we realize the importance of it. Since this 
is my first time as Chairman of a committee and particularly of the railway 
committee, I hope you will bear with the Chair. 

Mr. BEAULE: Agreed. 

The ActTInG CHAIRMAN: Thank you. I now call on Mr. Cooper to continue. 


Mr. Cooper: Thank you, Madam Chairman; I would like first to make a — 


few introductory remarks concerning the Maritime Transportation Commis- — 
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‘sion. That commission is a body authorized and supported by the governments 
of the Atlantic provinces. It was formed in 1925, and except for a period of 
four years in the early 1930’s, it has been in continuous operation since that 


_ time. The commission is affiliated with the maritime provinces board of trade, 


and its raison d’étre is to secure improvements in the economy of the Atlantic 
provinces in the particular field which is its responsibility, namely, 
transportation. 

The submission presented to you today has the approval of the premiers 
of the provinces of Nova Scotia, New Brunswick, Prince Edward Island, and 
Newfoundland, and in addition it has been approved by the members of the 
Maritime Transportation Commission appointed by the government, and by the 
maritimes board of trade. The members of the commission so-called, in effect 
act as a board of directors of the commission. They are permanent business 
and professional men of the Atlantic provinces representing the region’s many 
economic interests. 

As the Chairman has said, there is present here today Mr. Craig S. 
Dickson, executive manager of the commission, and Mr. R. M. F. Armitage, 
secretary of the commission. Mr. Dickson will be prepared to deal with 


questions which members of the committee may wish to put to him on 


technical aspects and indeed on other aspects of the submission, and in par- 
ticular, Mr. Dickson will deal with the appendices to the submission. 

I would like now, Madam Chairman, to turn to the submission and merely 
mention some of the points which are made in it. 


Mr. Pascoe: Before we proceed, Madam Chairman, has it been agreed 
that this submission will be printed in the report? Do we not have to agree 
to it ahead of time? 

The AcTING CHAIRMAN: It was agreed to, before. 


Mr. Cooper: I refer to the submission at page 1 where national policy 
and national transportation policy are mentioned in the light of the MacPherson 
royal commission report, and particularly to paragraph 3 which makes the 
point that this submission is particularly concerned with that manifestation of 
national policy contained in the Maritime Freight Rates Act. 

On page 2, historical aspects of transportation in the Atlantic provinces 
are dealt with from the time of the first expression of the lower level of rates 
in the maritime provinces in the Intercolonial Railway rate structure, and on 
to the passage of the Maritime Freight Rates Act in 1927. 

On page 3 transportation developments are reviewed in the light of the 
Maritime Freight Rates Act, and on that page appendices 2 to 7 are referred 
to. It is realized that the Maritime Freight Rates Act is not repealed in whole 
or in part by Bill No. C-120; but the brief or submission on pages 4 and 5 makes 
the point that it is the contention of the maritime provinces that the relative 
advantage which the maritime provinces, now the Atlantic provinces obtained 
under the Maritime Freight Rates Act has not been maintained, and that the 
development of transportation in the maritime provinces has deteriorated and 
has continued to deteriorate relative to shippers in other provinces. That is 


really the central point of the submission. 


It is that situation which gives maritime transportation such concern. On 
page 7 reference is made in paragraph 27 to the submission of the Right Hon. 
Lester Pearson, Prime Minister of Canada, when he stated in the House of 
Commons on October 20, 1964, that a special examination into problems 
relating to the maritime transportation and the Maritime Freight Rates Act 
was to be undertaken. I think, Madam Chairman, it can be said beyond all 
measure of doubt, therefore; that the special problem of the Atlantic provinces 
has been recognized, and that an inquiry will be conducted into this problem in 
order to determine what can be done respecting our position. 
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Therefore in conclusion, and as stated on page 8 of the submission, it is 


submitted that the rate freeze now in effect under the Freight Rates Reduction _ 


Act should be maintained for Atlantic provinces rates until the special examin- © 
ation referred to above has been conducted, completed, and acted upon. There- 
fore, Bill No. C-120 should be amended by adding a clause thereto to the effect 
that notwithstanding anything contained in the bill the freight rates in effect 
as of January 1, 1965, under the Freight Rates Reduction Act for the move- 
ment from, to, and within the select territory as defined in the Maritime Freight 
Rates Act, shall not be increased. 

With your permission, Madam Chairman, I would now like to move to 
the supplementary submission. 

It is so closely connected with the main submission that I would lke 
to have it before the members of the committee before questions, which may 
be directed to us, are asked. 


Supplemental Submission of the Maritimes Transportation Commission 
to the Standing Committee on Railways, Canals and 
Telegraph Lines Respecting Bill No. C-120 


1. The Maritimes Transportation Commission makes this supplementary 
submission with respect to Exhibit V entitled ‘“Waritime Rate Preference Under 
Bill No. C-120” prepared by the Department of Transport under date of March 
10,1965. 


9 Exhibit V refers to the first paragraph in the report of the Duncan 
Commission on maritime claims and states: | 
That commission found that the preferential position of the mari- 
times in respect of rates on goods moving within the maritimes, which 
shippers in that area had enjoyed for many, many years, had been 
reduced by successive rate increases and should be restored. 


Section 7 (formerly section 8) of the Maritime Freight Rates Act reads 
as follows: ‘ 
7". The purpose of this act is to give certain statutory advantages in 
rates to persons and industries in the three provinces of New Bruns- 
wick, Nova Scotia and Prince Edward Island and in addition upon the 
lines in the province of Quebec mentioned in section 2, together here- 
in after called ‘select territory’, accordingly the board shall not approve 
nor allow any tariffs that may destroy or prejudicially affect such ad- 
vantages in favour of persons or industries located elsewhere than in 
such select territory. 


3. It is submitted that the principal purpose of section 7 was to give 
an advantage to maritime shippers relative to persons or industries located 
elsewhere than in the select territory. 

I may interpolate at this time that these references to what happened in 
1927, and some years after that, are to the maritimes, but of course New- 
foundland now is under the provisions of the Maritime Freight Rates Act and 
therefore, perhaps, when speaking of the present—certainly when speaking 
of what happened since 1949—you will understand that the reference should 
be to the Atlantic provinces. 


Exhibit V states that the railways under the maximum-minimum scheme a 
will be free to make rates as commercial requirements dictate but will still — 


be subject to section 7 and that the railways will have to consider whether 4 
any rate action taken elsewhere will “destroy or prejudice” advantages given — i) 
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| Chere None 4 i 
shippers in. the select territory “in favour of persons or industries located 
elsewhere.” The exhibit then continues: ie 

| This will be a question of fact and while it does not mean that, 

_ every maritime rate must be kept 30 per cent below some other rate 
elsewhere in Canada, it does mean that the railways will have to be 
sure that their rate-making policies will not destroy the rate advantages 
referred to in section 7. In any case it will be open to shippers in the 
select territory to complain to the board and obtain redress if their 
advantage is destroyed or prejudicially affected. This will ensure that 
maritime shippers continue to enjoy rate preferences. 


4. It is the submission of the Maritimes Transportation Commission that 
in fact the relative advantage intended to be given to shippers from the select 
_ territory by section 7 has in practice and in the competitive environment which 

has developed since 1927 proved to be illusory in the light of the judgments 
in Province of Nova Scotia et al—Maritime Freight Rates Act—Tariffs (1936) 
44 Canadian Railway Cases 289 and on appeal to the Supreme Court of Canada 
(1937) 46 Canadian Railway Cases 161. 
This case usually and popularly is referred to as the potato case. 


5. The facts of that case are, briefly, that in order to meet truck com- 
petition the railways reduced freight rates on potato shipments in certain 
areas in Ontario and also in certain areas in Quebec outside the select ter- 
ritory as defined in the Maritime Freight Rates Act. The Transportation 
Commission of the maritime board of trade—as this body was then called— 
and the Governments of the maritime provinces applied to the board for a 
reduction in rail rates on potatoes from select territory to Ontario and Quebec 
to correspond with the reductions within Ontario and Quebec, effective under 
such competitive tariff. 
at In other words, what was asked for was preservation of the relative 
_. advantage which the maritimes considered they had been: given under the 
_ Maritime Freight Rates Act. 

6. It was made clear that the question of the rates on potatoes were only 
in the nature of a test case and that the real claim of the applicants was that 
they were entitled to reductions upon all shipments from the maritime prov- 
inces to points in Canada where motor truck competitive rail tariffs were in 
force and more specifically in respect of all produce of the maritime provinces. 


7. The real claim of the applicants failed despite the fact that Chief Com- 
missioner Guthrie held that the purpose and object of the Maritime Freight 
Rates Act does apply to competitive tariffs established by railway companies 
between points outside the “select territory’. In effect the real claim failed 
because the board held that: 

OACLY: the only power of the board was to disallow such competitive 

tariffs; 

(2) the board had no power to order reductions in rates on maritime 
products moving from the select territory in circumstances where 
competitive tariffs were established outside select territory by the 
railways to meet truck competition. 


8. Chief Commissioner Guthrie then proceeded to deal with the specific 
claim for reduction in rates on potatoes shipped from select territory as a 
question of fact and found that in fact there had been no prejudice or dis- 
advantage under section 7 suffered by potato shippers because of the estab- 
_. lishment of the competitive tariffs in question. His conclusion in this respect 
4 is stated at page 306: 

P. . In my opinion the applicants have failed to establish the competitive 
tariffs on potatoes, which form the subject of this application, have 
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resulted either in the destruction of, or to the prejudice of the advan- 
tages provided to shippers in the maritime provinces under the Maritime 
Freight Rates Act in favour of persons or industries located elsewhere 
than in the select territory. 


That is what he found as a question of fact on the evidence which was 
submitted with regard to the submission on potatoes. 


The evidence submitted by the various parties represented estab- 
lishes to my satisfaction that in the matter of potato shipments in Ontario 
the whole difficulty has arisen through motor-truck competition with the 
railways. Shipments of potatoes in Ontario by rail to Ontario points have 
become almost negligible while motor-truck shipments continually in- 
crease. The competitive tariffs established by the railways have had no 
effect whatever in respect of potato shipments from the Maritime prov- 
inces to Ontario points. Cancellation of these potato rates would not 
improve the position of maritime shippers in any degree, and would 
only result in depriving the railways of the small portion of the trans- 
portation of potatoes in Ontario which they have been able to retain 
even under a substantial reduction of rates. 


9. The Supreme Court of Canada dismissed the appeal of the province of 
Nova Scotia et al from the judgment of the board of railway commissioners. 


10. As a result of the potato case so-called maritime shippers as a body 
cannot obtain rate reductions relative to reductions elsewhere established by 
competitive tariffs. The relative advantage intended for persons and industries 
in the maritimes (and now for the Atlantic provinces) has therefore not been 
maintained and it is submitted that the intent of section 7 has been thwarted. 


11. It is stated in Exhibit V that it will be open to shippers in select terri- 
tory to complain to the board if their advantage is destroyed or prejudically 
affected by the railways rate-making policies as was the case in respect of the 
potato shippers in the potato case. 

If a shipper who takes upon himself the very considerable burden of 
applying to the board succeeds in establishing prejudice or disadvantage to 
himself under section 7, which the potato shippers failed to do and which is 
a question of fact, the only remedy is cancellation of the competitive tariffs in 
question, not a reduction in the applicant’s rate, and it is submitted that in the 
present competitive environment that remedy would be of no use to the shipper 
applicant nor to the railways but only to the trucks for the reasons given by 
chief commissioner Guthrie above quoted. 


12. It is therefore quite unrealistic to say that the Atlantic provinces - 


shipper has any effective means of invoking Section 7 to overcome the effect 
on him of competitive tariffs established outside the select territory by the 
railways to meet truck competition. 


13. Exhibit No. 1 filed by the Department of Transport shows a downward. 


trend in the percentage of traffic measured in revenue and carloads which 
moves at non-competitive class and commodity rates in the several freight rate 
regions of Canada. While the maritime territory, like the other territories, has 
had a decrease in the amount of traffic moved at non-competitive class and 
commodity rates, it still has the largest percentage of non-competitive traffic 
of any territory of Canada. : 


14. What Exhibit No. 1 fails to show is the effectiveness, or depth, of 
competition in the several territories. The showing of a percentage growth in 


the number of carloads, or the revenue produced by such carloads, of maritime 


traffic moved at competitive and agreed charge rates does not show conclusively 
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whether competition is effective in reducing rail rates or whether the com- 


petition is of a shallow type which has been able to make only minor reductions 
in the existing maximum rates. 


15. The submission of the Maritimes Transportation Commission is that 
while the development of competition since 1949 has produced some minor rate 
reductions for Atlantic provinces’ traffic—and to that extent may have overcome 
this relativity disadvantage of which I have spoken—it has been far less effective 
in reducing maritime rates than rates in other parts of Canada, particularly 
Ontario and Quebec. It is not possible to show in detail the depth to which 
competition has been able to reduce rates in the several regions of Canada. It 
is submitted, however, that appendices 2-7 to the main submission of the 
Maritimes Transportation Commission, particularly appendix 5, illustrate that 
competition for maritime traffic has not been as effective in reducing rail rates 
as in Ontario and Quebec. All of which, Madam Chairman, is respectfully 
submitted by the Maritimes Transportation Commission. 

At this point may I ask Mr. Dickson to deal with the appendices to the 
submission as it is necessary to understand the material for an appreciation 
not only of the main submission but also of the supplementary submission. 

The AcTING CHAIRMAN: Mr. Dickson. 


Mr. Craic S. Dickson (Executive M anager, Maritimes Transportation Com- 
mission): Thank you, Madam Chairman, and members of the committee. 

I will deal first with appendix No. 1. Appendix No. 1 is a reproduction of 
a number of charts which appeared in a study entitled “Railway Freight Rates 
in Canada”. This study was prepared by RB. A. C. Henry & Associates, consultants, 
for the royal commission on dominion provincial relations in 1939. These charts 
show the relationship of class rates as between the several regions of Canada 
for several classes of traffic and for several representative distances. The 
Ontario-Quebec class rate scales are the base represented by the line at zero. 
It will be observed that the maritime line—the line represented by the Maritime 
class rate scales—was lower than the Ontario-Quebec line until about 1923. 
After the passage of the Maritime Freight Rates Act in 1927 it became lower 
by virtue of national policy expressed by the national freight rates act. These 
charts show that historically except for the 1923-27 period the maritime class 
rate scales have been lower mile for mile than rates in other parts of Canada 
as a result of government policy. . 

Perhaps, in order to better understand what these rate scales mean in 
practice, we might look at a comparison of a specific rate for the purpose of 
illustration. 

Prior to 1912, when the first indication of increases in the maritime rate 
scales came along, the fifth class rate, which might be considered as an average 
carload rate for many manufactured products, from Halifax to Montreal was 
25 cents per 100 pounds. The fifth class rate at that time from Toronto to 
Montreal was 22 cents per 100 pounds. So this favourable rate structure on 
the Intercolonial at that time provided very small differentials, to the dis- 
advantage of the maritime shipper in relation to his competitor located in 
central Canada. | 

Now, Madam Chairman, may I turn to appendices 2 to 7 and add a word 
to explain what these charts are attempting to show. 

Appendix 2 shows that for the movement of canned meat products, Sum- 
merside, Prince Edward Island had an advantage over its competitor at Port 
Dover, Ontario, in the Montreal, Quebec market of 5 cents per 100 pounds in 
1930. With the development of_competition from Port Dover over the years, 
and more particularly since 1953, coupled with the post war rate increases, 
this rate advantage of 5 cents per 100 pounds has become a disadvantage of 
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354 cents per 100 pounds. In other words, the Summerside shipper is now ane 


403 cents worse off than in 1930-in relation to his competitor at Port Deven. ae i 


Appendix 3 shows that for the movement of steel bars, Amherst, Nova 
Scotia had an advantage of up to 30 cents a ton in relation to Montreal in the © 
Quebec market in the early 1930’s. With the development of truck competition 
coupled with the post war rate increases between Montreal and Quebec, this 
advantage has become a disadvantage of $3.20 per ten. In other words, the 
Amherst shipper is now $3.50 per ton worse off in relation to his competitor 
than he was in 1934. ) 

Appendix 4 shows that the Sackville, New Brunswick manufacturer of 
stoves and ranges had an advantage of 20 cents per 100 pounds in the Mont- 
real market in relation to his competitor at Hamilton, Ontario when the Mari- 
time Freight Rates Act was passed in 1927, With the phenomenal growth in 
competition between Hamilton and Montreal, coupled with the application of 
the post war increase largely in full, to the Sackville traffic, the rate relation- 
ship between the two manufacturers has been distorted until the Sackville 
company is now at a disadvantage of 21 cents per 100 pounds. In other words 
the Sackville stove manufacturer’s rate position in the Montreal market has 
been worsened by 41 cents per 100 pounds since 1927. 

Appendix 5 shows that a Nova Scotia canner of apple products had a rate 
relationship with his competitor at Thornbury, Ontario in the Ottawa market 
which left him with a disadvantage of 16 cents per 100 pounds in 1937. Fol- 
lowing various changes both upward and downward, the disadvantage of the 
Nova Scotia producer is 354 cents per 100 pounds or more than double what 
it was in 1937. It should be noted that the rate of 78 cents from the Annapolis 
Valley today is an agreed charge presumably to meet competition. Because of 
the distance involved, I submit that increased competition is not going to 
reduce the Annapolis Valley rate to its original relationship with Thornbury. 
In fact, I doubt that increased competition will reduce it any at all—it may 
only keep it from advancing rapidly. It should also be noted in respect of 
Appendix 5 that the rate from Thornbury is lower today than it was in 1937. 
It has escaped all post war increases! ia 

Appendix 6 shows the relationship of rates on basic iron and steel prod- 
ucts from Sydney, Nova Scotia to Montreal, Quebec versus from Hamilton, 
Ontario to Montreal, Quebec. It shows that the gap between the Sydney com- 
pany and the Hamilton company has grown over the years, particularly during 
the period when navigation on the St. Lawrence seaway is possible. 

And finally, appendix 7 shows the effects that horizontal freight rate 
increases have had on rate relationships. The rates shown in this appendix 
are those applicable on wall plaster from Hillsboro, New Brunswick and from 
Montreal, Quebec to Toronto, Ontario. In this appendix both rates have been 
increased by all authorized horizontal freight rate increases. Because the 
Montreal rate was lower originally (actually 14 cents per 100 pounds) it has 
not advanced as many cents per 100 pounds as the New Brunswick company’s 
rate has. In this case the New Brunswick company’s disadvantage of 14 cents 
has grown to 21 cents and were it not for the increased rate of assistance 
provided by the Maritime Freight Rates Act in 1957 the spread would have 
increased to 24 cents instead of 21 cents. Thus, while both these rates have 
taken the same percentage increase, it is the relationship of rates in cents per 
100 pounds or cents per unit of traffic that is the meaningful figure for ship- 
pers or receivers. © | 

The ACTING CHAIRMAN: Thank you, Mr. Cooper and Mr. Dickson. 

Mr. Stewart has indicated that he wishes to put a question. 


Mr. Stewart: Madam Chairman, I would like to begin by congratulating ~ 
the Maritimes Transportation Commission for a very well organized presenta- 
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tion to us today. I think those members of the committee who do not come 
_ from the Atlantic provinces, and who do not therefore bring to the committee 
a et background of understanding in this matter, undoubtedly will realize how 


_ here this morning. 


__. asking the representatives of the commission if they think it would be possible 
to maintain statutory advantages, such as those set forth in the Maritime 
_ Freight Rates Act, in a transportation environment parts of which are increas- 
' ingly competitive. 
Re Mr. Dickson: Mr. Stewart, if I may repeat your question to get it clear 
_ in my mind was this: Is it possible for the intended statutory advantages of the 
_ Maritime Freight Rates Act to be retained in a transportation environment 
which is competitive in many ways and yet is not evenly competitive through- | 
_ out the nation. As the Maritime Freight Rates Act is drafted now, it is not 
possible, or we would not have been able to have presented the evidence we 
have shown to you. | 
I would not want to suggest that it is not possible to restore the intended 
statutory advantages of the Maritime Freight Rates Act in that type of environ- 
ment. I think men of goodwill and ingenuity should be able to find a way by 
which the intended position of the maritimes could be maintained in a com- 
petitive environment of uneven degree. 


Mr. Stewart: In other words, your answer to my question would be yes, 
is it possible? | 
Mr. Dickson: Yes, I think it would. 


Mr. Cooper: May I add that undoubtedly the ways and means of accom- 
plishing this result would be one of the central points in the inquiry which 
the Rt. Hon. Lester B. Pearson has said would be made into the problems 
' relating to maritime transportation and the Maritime Freight Rates Act. 
ae What we are asking for in our submission is that our rates, or those rates 
_ under the Freight Rates Reduction Act, be maintained at that frozen level until 
_ this question has been explored in the special examination which will be 
made. | . 

Mr. Dickson: May I add one other comment there, Mr. Stewart? 

At the top of page 8 of our main submission we say ‘“‘such an examina- 
tion”—a special examination—‘“‘must have as its primary objective the restora- 
tion, in this competitive transportation era, of the national policy respecting 
transportation for this region of Canada that was originally expressed’, and 

sO.On. 

a Mr. STEWART: I would like to ask, Madam Chairman, how the commission 
_ foresees that the formula laid down in Bill No. C-120 for fixing the maximum 
rate to be applied to captive traffic would be affected by the reduction pre- 
' scribed by the Maritime Freight Rates Act. 

What I would like someone to do is to go through the administrative | 

' process by which the maximum rate would be attained, and then the process . 
- by which the maximum rate which ordinarily would apply would be affected 
' by the terms of the Maritime Freight Rates Act. 
a : Mr. DicKson: Well, Mr. Stewart, Bill No. C-120 provides that maximum 
ih rates are subject to the Maritime Freight Rates Act. I shall try to illustrate 
' the mechanics by giving a maximum rate and what might happen to it, because 
_ that is what I think you are interested in. 
Let us suppose that a shipper goes to the board of transport commissioners. 
If he can establish all the requirements which are now provided for him to 
' meet in the bill, and it can be determined that he is entitled to a maximum 
rate, then presumably the board of transport commissioners will fix a maximum 
oii). 102185823 


_ justified are the complaints of the commission from the representations made i : 


- There are a few questions I would like to ask; and first I would begin by he 
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rate for him. Suppose that the maximum rate was fixed at $1.00. If it is for a 
movement between points within the maritimes, then as I read the bill, and 
I hope I read it correctly, the maximum rate of $1.00 so determined by the 
board shall be reduced by 20 per cent under the Maritime Freight Rates Act. 

If the $1.00 rate applies from a point in the maritimes, in the Atlantic 
provinces; that is, in the select territory, to be technically correct, to a point 
outside select territory elsewhere in Canada, then the maximum rate so deter- 
mined by the board would be reduced by 30 per cent on that portion of the 
rate which is within select territory. You will never have a rate reduced by 
30 per cent, because, as those of the members who are familiar with the 
Maritime Freight Rates Act will realize, the 30 per cent shall apply only on 
that portion of the rate within select territory. 

So, in our hypothetical example, to illustrate it more graphically, if it 
originates within select territory or 500 miles from the boundary to a destina- 
tion point, let us say, 500 miles on the western side of the boundary, the 
reduction would be simply 15 per cent of the entire rate. 

Mr. Stewart: I wonder if Mr. Dickson realizes that in describing the 
process he has at no point made reference to the rates prevailing elsewhere 
in Canada. In other words, Mr. Dickson, I am asking you if section 7 of the 
Maritime Freight Rates Act has now lost all practical significance. Madam 
Chairman, I was interested to see if at some point in describing the process 
he would attempt to relate the rate to be applied in select territory to a rate 
to be applied elsewhere. It is quite clear that this expert in transportation 
matters feels that the significant section 7 of the Maritime Freight Rates Act 
has been completely eradicated; in fact, it is eradicated so far that in his 
thinking it is not to be applied at all. 

Mr. Dickson: What you are saying is that I failed to answer the second 
part of your question, and indeed I realize that I have. I feel that the maximum 
rate scheme of the bill will further erode what little protection we have out- 
lined in our supplementary submission. As you will gather, this is very 
difficult. Although I would not be quite prepared to say that it might not give 
us any protection, there might be an isolated instance where you could be 
prepared to say so, but I just cannot picture what that might be. It might at 
any time that the railway would indicate that there was truck competition 
somewhere; within such circumstances which are in effect in the future it 
might provide effective protection. I think, too, the Maritime Freight Rates 
Act envisages the relationship of what might be called non-competitive rates 
either class, or commodity rates, and that this type of rate, although not 
necessarily disappearing completely as a result of the bill, is sort of going 
to flow away, or go away like snow in the spring. There will not be these 
guideline rates to which maritime rates have been related in the past. 

Mr. Stewart: I am trying to ascertain why the Maritime Transportation 
Commission is so unhappy about this legislative proposal. Am I correct in 
understanding that because of the decision made in the potato case, it would 
now be fair to say that the board of transport commissioners has decided that 
generally speaking it has no power to invoke the remedies, which will be 
necessary to maintain the statutory advantages laid down in section 7? 

Mr. Coorrer: That is correct. 

Mr. STEWART: That is what you are losing now in the new legislation. 

Mr. Dickson: The board has no power to invoke the protection under 
section 7 where competition is shown. Of course, as more and more competition 
has been shown between points particularly within central Canada, that power 4 
has become less and less able to provide what it was intended to provide. | 
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‘; Now, Mr. Cooper’s comment was that your assumption was correct, but that 
: it has to be qualified with the fact that when there is competition shown under 
_ the existing schedule, under the existing scheme of section 7 today—and as 
you would appreciate the philosophy of the bill is increasing competition, more 
realized competition—section 7 of the act becomes less and less effective. 


Mr. STEWART: You people believe that the statutory advantages established 
under the Maritime Freight Rates Act have been lost sight of, and you now fear 
that sight of those advantages will be lost irrevocably. 

Fi Mr. DICKSON: Yes. 


‘7 Mr. Cooper: Yes, I would say that that was correct. We are moving into 
and within a more intensive area of competition. As we move into the area 
where competition is the governing factor, as I understand it, under Bill No. 
C-120 we are fearful that our position will even further deteriorate as more 
and more competition derives, and so on and so forth, in points and in areas 
_ out of select territory. We want to preserve the position we presently have 
_ with respect to these rates under the Freight Rates Reduction Act, and until 
at least this special examination has been made into our situation in the 
_ Atlantic provinces. 

Mr. Stewart: I have two or three questions which will not take up too » 
much time. I would like to ask if the commission is satisfied that the formula 
laid down in the proposed legislation is fair for determining the maximum 
¥ rates, first, to shippers of commodities, light loads, heavy loads, bulk loads, 
and is it fair as between shippers of different commodities; and secondly, as 
between truckers and the railways. 


: Mr. Cooper: Well, Mr. Stewart, that question is under active consideration 
- now by the Maritime Transportation Commission in consultation with other 
_ provincial governments interested in the bill. This submission we have made 
_ today is on the general principle of the bill as it effects the Atlantic provinces. 
We expect at some time in the future, that we by ourselves, or acting in as- 
_ sociation with other governments, would present our considered views on the 
questions you have raised before the committee. I do not know if perhaps we 
_ could go any further than that at the moment, although I am not attempting 
i 


f 
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in any way to evade the question. 

Mr. STEWART: I think that if more is to be said later perhaps all that could 
_ be said now is that there is some doubt evidently concerning the suitability 
of the 15 ton test of the amount of the maximum rate. 

Mr. Cooper: There certainly is doubt now. 
! Mr. STEWART: Is the commission familiar with some discussion which took 
place recently concerning a proposal to increase competition by constructing 
a highway from Montreal to Moncton? I do not know if you have read yester- 
day’s Montreal Star, but the matter has reached the stage where it has now 
_ become the subject of cartoons. Are you familar with the proposal, and if so, 
what do you think would be the effect of such a highway on the solution of 
your problem? 
; Mr. Dickson: Well, Madam Chairman, in answer to Mr. Stewart’s question, 
the highway you refer to is commonly called in the Atlantic provinces the 
_ Corridor road and the commission has said that this road would help to shorten 
the distance between the Atlantic provinces and our major markets, and that it 
a might be of considerable help to the region. There might be other variations 
of the idea of shortening the distance between the Atlantic provinces and 
_ her major markets to be considered as well. But in any event I think it would 
be fair to say that anything which would shorten the distance between the 
Atlantic provinces and their major markets certainly would be welcome. 


1074 STANDING COMMITTEE 

Mr. Srewart: Those are all the questions I wanted to ask. | OL A AT eR 

The Acting CHAIRMAN: Now, Mr. MacEwan. ee EE, 

Mr. MacEwan: I want to ask Mr. Cooper, now that Mr. Stewart has gone ~ 
into the matter of the cases which have been decided and so on, if the Maritime 
Transportation Commission, having regard to what the Prime Minister said 
in October, believes that this special examination should take the form of a royal 
commission inquiry into the matters concerning maritime freight rates? 

Mr. Cooper: The commission has no settled views on it. Certainly we are 
not inflexible on the subject of the form, whether it should be a royal com- 
mission or a special study. We are prepared naturally to give every possible 
co-operation to the form of inquiry which is set up. If it were done by way of 
a special study, I think it would be safe to say that certainly we would have — 
no objection to that course being pursued. . 

If, on the other hand, it were found that a royal commission was a better 
vehicle for this purpose, we would likewise give naturally every co-operation 
to such a commission, and we would be satisfied with that form of inquiry. 

Mr. MacEwan: If a special inquiry were carried out, what would you — 
envisage to be the necessary bodies to take part in it? I suppose it would in- 
clude the board of transport commissioners, and so on? . 

Mr. Cooper: We would expect, if a special commission were established, 
that we would certainly be given every opportunity to make our views known 
to those engaged in making the study, and we would expect also that the 
person or persons conducting the study would consult the people interested 
in the Atlantic provinces who are concerned with the transportation picture 
in that area. 

Mr. Dickson: The only addition I would like to make to that is that the 
form is not as important as what it is going to do. As we said, its primary 
effect must be the restoration in this competitive area of the national policy 
respecting transportation in the Atlantic provinces, and we feel this must be its 
primary objective. The form it might take is only secondary. 


Mr. MacEwan: It is your conclusion that the rates now in effect under the 
Freight Rates Reduction Act should be maintained in the Atlantic province 
rates. I take it that it could be said that if this is done, and if Bill No. C-120 
or whatever comes from it should go before the house and be passed, that that. 4 
bill, once passed, would come into effect and would begin to work throughout 
the country. Perhaps this would give your own commission, and the provincial 
governments and so on a good opportunity to assess what the effect has been 
on other parts of Canada. In that way we can meet the competitor, and know ~ 
just how it will affect the maritime provinces. 


Mr. Cooper: That is quite right; we would agree with that entirely. 
The Actinc CHAIRMAN: Now, Mr. Hahn. 


} 
’ 
Mr. Haun: Madam Chairman, I would like to get a little information if 
I can about the Maritime Freight Rates Act. Since I come from central Canada 4 
I am not familiar with that act. I gather that section 7 would prohibit the a 
railways from making a rate outside of select territory which was so low as : 
to destroy the advantage that exists within the select territory. Is that correct? — 


Mr. Cooper: It is the indication of section 7, as we see it, that the relative _ 
advantage of the person in select territory or of the shipper, is to be preserved _ 
with the result that if the rates were lowered outside the select territory, cor- 
responding reductions would be made in the select territory to maintain the 


relationship. 


Mr. Haun: Did the act set out the relationship from within and outside the 
territory? haa 
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Se wie ORCKSON: I shall try "td answer that, Madam Chairman. The act 
ean aid that all existing rates in effect when the act was passed in 1927 were to 
_be cancelled, and that all existing maritime rates were to be cancelled and 
£ new rates were to be filed reflecting the percentage reductions required by the 
act. This was said to be the new relationship. The relationship was to become 
this, so we would suppose that the act was to reduce the maritime freight 
rates by the percentage required. This was to be the new relationship between | 
the maritime rates versus the rates outside. Maybe I am reading too much 
into it. But I think you cannot get much less out of the intent of the act and 
_ section 7 in particular. Section 7 was to maintain this relationship to rates 
_ either inside or outside, as they may change in the intervening years. And 
as we have said over and over again today, since the potato case came along we 
found there was a flaw in it. 

! Mr. HAHN: When the act establishes a differential, presumably it forces 
_the rates down below the norm in the select area. Do the railway companies 
absorb the cost of that differential, or does the act provide for any assistance 
in that respect? 

Mr. Dickson: Oh, no, sir. The passage of the Maritime Freight Rates Act 
and its existence today have not had any adverse effect on the railways’ 
_ Yrevenue, because for any reducation they make in freight rates in select 
territory they are reimbursed by federal subsidy. 

Mr. Haun: I gather your view is that the principles of the national 
_ transportation policy as outlined in Bill No. C-120 are not necessarily the 
answer. What is necessary is to go back to the principles of national policy 
enunciated in the Maritime Freight Rates Act and to bring this legislation up 
to date. 

Mr. DicKSON: Yes, subject to the qualification that we have some reserva- 
tions concerning the national transportation policy expressed in Bill No. C-120. 

Mr. Haun: Which you have not as yet presented to us. 

Mr. Dickson: No. 

Mr. ReGAN: Madam Chairman, I have several questions. First of all, 
turning back to the question I raised with the previous witnesses who made 
a presentation this morning, I wonder whether either of these gentlemen 
would care to comment on whether or not you think there is any possibility 
of regional damage as a result of any railway policy—either rate making or 
other policy—that would arise from the lack of prohibition against discrimin- 
ation in the new legislation. 

Mr. Cooper: Without attempting to evade your question, I should say that 
is a matter which is under active consideration by the commission in co- 

operation with the governments of the other provinces. Any view we might 
express now perhaps would be unfair in view of our consultations which I 
have mentioned in anticipation of a presentation which will be made at a 
later date. It is fair to say, as Mr. Dickson just mentioned to me, that it is 
considered by the Maritimes Transportation Commission that there should 
be some provision in Bill No. C-120 to guard against unjust discrimination. 


. Mr. REGAN: I see. I gather, and have gathered for some time, that your 
case is predicated upon the lack of competition from trucks as a means of 
long range transportation; that is, competition with the railways in the mar- 
itime region, and the fact that such competition does exist in central Canada 
which has a detrimental effect on rates in the maritime region. In dealing with 
this question an official of the Department of Transport testified before this 
committee that he felt the truck competition to the railways on cargo to and 
from Ontario was increasing rapidly, and he felt the time was not too far off 
when there would be a truck competition situation betwen trucks and rail- 
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ways on cargoes moving between central Canada and the maritimes. I found 
that quite a remarkable statement. Do you agree that this is the situation, 
and if not, do you feel there is any increase in the truck competition? Have 
you done anything in respect of projecting what it will be in the future? 

Mr. Dickson: I would think that certainly the Maritime Transportation 
Commission and the governments of the provinces would be most anxious 
to encourage that truck competition. In the supplemental submission we have 
attempted to say that exhibit I filed by the Department of Transport personnel 
indicates a growth in traffic moving within the maritimes and from the mar- 
itimes at competitive rates, and agreed charge rates, as it does too for traffic 
moving in other parts of Canada. We cannot give you a detailed statement 
on this, but we can find indications that while competition may be growing, 
its effectiveness or its depth, as we put it, is not as great in the maritimes as 
elsewhere. 

Let us take a look at appendix 5 for a minute. In explaining appendix 5 
I mention that the rate from Berwick, Nova Scotia, was an agreed charge, 
presumably made to meet competition of other carriers. That rate has been 
reduced from the peak in December, 1958, to a level somewhat lower; but that 
reduction is nowhere near as great, nor as deep, as the reduction that the 
Thornbury shipper received when his rate fell, first of all in August, 1953, from 
a level almost near ours down to considerably below and now lower than it 
was in 1937. Even with the increasing competition, there is the matter of the 
extra miles which have to be covered to move Atlantic province shipments— 
and if you are talking about manufacturing in Newfoundland, we have a lot 
more extra miles. The movement of Atlantic province shipments to the major 
markets just means that competition, as keen as it may be today—and even 
becoming a little keener in the future—is not, by itself, going to restore the 
relationship that we did have. 

Your question really is in two parts; what have we done in the past and 
what is projected for the future? We would hope that increased competition 
would come along, and we would like to encourage it to the extent that it will 
restore and maintain the relationships. But, can it do it by itself? There is 
very grave doubt in our minds that it can. 


Mr. Recan: Still dealing with the question of developing trucking com- 
petition, I would like to refer to the corridor highway across Maine which was 
brought up by Dr. Stewart. Does the Maritimes Transportation Commission 
have any view in respect of whether the building of such a highway alone 
‘would make sufficient competition to create a competitive situation for long 
range trucking, to the extent that the cost of such a highway would be justified? 
Has the board given this matter sufficient thought to enable it to indicate 
whether a two lane highway can be efficient for long range trucking competition 
because of the fact that a two lane highway tends to restrict the speed of 
trucks when they catch up with slower moving traffic as the trucks do; do you 
feel the expenditure for a four lane highway would be worth while; do you 
feel that a corridor highway alone, if other highways in the maritimes were 
not reconstructed, would be of general use? 


Mr. DicKSon: We have not gone into a study of the type you have in mind, 
but I would like to say, since I may not have made it too clear, that by itself 
the corridor road would not help some of the more extreme areas of the Mari- 
times. You have the problem of roads within the maritimes. Let us take a look 
at the southwestern part of Nova Scotia. Truck traffic originating in the Yar- 
mouth, Shelburne, Annapolis valley area must come up around by Truro and 
Moncton in order to get around the Bay of Fundy which makes a great indenta- 
tion in our coastline there. So, while the corridor road will shorten the distance 
from such points as Saint John and Fredericton it will not have the same effect 
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on shortening distances from Yarmouth. Perhaps a ferry across the Bay of 
Fundy might need to be involved in this. 


4 
Ny 
% Mr. REGAN: I was coming to that. 

% _ Mr. Dickson: As you point out quite rightly, there is the problem of the 
; 


road system in the maritime provinces themselves, and of course when we get. 

to Newfoundland we have another great qualification because of the extra dis- 
tances. There is another ferry haul and the long circuitous route from Port 
aux Basques to St. John’s. 


Mr. REGAN: From what you have said I gather you feel that as part of an 
efficient national transportation policy to enable truck competition to serve 
_ transportation needs in the maritime region, there should be massive federal 
government participation in all-weather highway construction in the mari- 
j time provinces. Is that accurate? 

Mr. COOPER: We would welcome any massive federal participation. 

Mr. REGAN: Of any kind. Again I feel that the ferry services between 
western Nova Scotia and Saint John at the present time are not adequate to 
serve the trucking interests. Would you elaborate on that; do you agree, under 

-the present system of handling the goods from one railway service to another, 
that rail transportation into western Nova Scotia also is inefficient and that a _ 
ear ferry which could handle a railway car would be needed to overcome that 
difficulty? 3 : 

Mr. Dickson: That is a very big question. You and I know what the 
situation is, but in order to get the situation fairly in all our minds, I might 
say that the existing ferry does not carry trucks of any size. I do not recall 
from memory what the largest size of truck which can be carried is, but I 
think it probably is in the nature of a few tons; it is nothing like the com- 
mercial unit we see today on the highway. 

Mr. REGAN: Is this not a worn out ferry brought down by the C.P.R. from 
the west coast? 

Mr. Dickson: I would not want to agree with the adjective you used to 
describe the ferry, but it is not a new ferry. The service has been there for 
years. There is a new ferry on that service, but it is not a newly built ferry. 

Mr. Recan: And is not designed for the needs. 

Mr. Dickson: It is not designed to carry truck traffic and does not carry 
rail traffic. All rail traffic has to be off-loaded and reloaded. It is a freight bulk 
route, as we call it, technically. 

Mr. REGAN: I note that you have not dealt with the question of export or 
import rates for cargo moving from central Canada through ports in the mari- 
times such as Saint John, Sydney or Halifax. I wonder whether you have any 
views concerning the advantages of the Maritime Freight Rates Act, or any- 
thing similar, being granted in respect of our export-import rates to enable 
Canadian ports to compete with United States ports which are getting a great. 
deal of our export-import business. | 

Mr. Dickson: This is a rather difficult question. We certainly are not. 
recommending that the Maritime Freight Rates Act be extended to the export- 
import rates where it dces not apply now. You and I understand, but so that. 
there will be no misunderstanding I should say that the export rates on ship- 
ments originating in the maritimes are subject to the Maritime Freight Rates: 
Act but all other freight rates are not, and no import rates are subject to the 
Maritime Freight Rates Act. Certainly it well might be that the special exam- 
ination which we would hope would come about before too much longer might. 
have a look at this question. The question of the export-import rates might 
be one of the things it could look at. I know that a number of things are being 
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considered in near of port traffic, a Cue nora. ny would. be difficult to fo ; 
look at the port traffic without considering rates. na iat 


Mr. REGAN: I note in your main submission that at some jas you ee ah) 
the point that the topography of the maritime and Newfoundland region eae pe 
such that the railways are involved in more curves and worse grades than in > 
-any other area in Canada. You made the point that this could make rail opera- 
tion up to eight times as ineffective or more expensive than the operation in 4 
a flat straight area. Do you feel there would be an advantage in having portions 
of those areas rebuilt according to modern railroading techniques, or do you 
think the topographical disadvantages can be overcome? 


Mr. Dickson: I really could not answer that with any degree of accuracy. 
I think each would have to be examined on its own merits. This is something 
I know very little about. As an ordinary layman on that subject, I would 
think each individual case would have to be examined on its own merits; that 
is, how much would it cost to change the grade or curve in relation to how much 
more traffic could be hauled. It would really need an engineer rather than 
a freight rates expert like me to answer the question. 


Mr. Luoyp: In view of the numerous comments and questions put by mem- 
bers from the maritimes, I must be very careful not to be repetitive because of 
the interest in this problem of other members of the committee from other parts _ 
of Canada. I can only sort of synthesize what has been said first by the witnesses. 
and second by the questioners. What these observations really say is that you 
have a very complex problem if you begin with the proposition that as a policy 
of confederation the I.C.R. was built and that the competitive position of pro- 
ducers in the Atlantic region must be maintained in bringing their products 
to the central market. We begin with that proposition and then you require 
a special examination, based on this premise, of the economic and political impli- 
cations and the physical problems involved. You would then explore the whole 
thing with a royal commission of inquiry into the problems, economical, politi- 
eal and physical. That is really what you are asking, is it not; are you not say-_ 
ing in effect that the provincial government positions have to be resolved, and 
that to some extent the provincial government requires the information and | 
enlightenment that would come from a royal commission before it can take a 
position on the matter in representations to the national government. i, 


Mr. Cooper: I do not think one can express it more fully or more accurately 
at this time than was expressed by Mr. Pearson. 
A special examination into the problems related to maritime trans 
portation and the Maritimes Freight Rates Act— 


Mr. Luoyp: I think it is pretty obvious that the Canadian National Rail- 
ways took over the I.C.R. because it was laid out geographically for what at 
the time really was a tactical defence by the British government with regard to 
Canada against some developments made to the south. Subsequently, the C.P.R. 
comes along and builds across the state of Maine and takes advantage of 
a competitive position as far as rails are concerned. | 

You now have new conditions of truck developments and you have other ~ 
new developments being proposed. Someone wanted to build a ship canal to 
connect the bay of Fundy with the strait. You have all these implications; and 
in addition, the question of the defence of Canada is no longer involved. Per- 
haps we think in a more practical vein of the cost of transportation. ‘ 

As I see it, what you are now pleading with this national committee is hat M/ 
there are constitutional commitments and physical disabilities with the present — 
facilities, and now there is an awareness on the part of provincial governments a 
that they should be involved in economic growth. There could be some very — 
hard decisions to make. The only way to come to grips with the problem is to 
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Wiheare a prea broad inquiry into ne field of transportation. That, in essence, is 

Oe chal you say. You do not know too precisely where you might go, but the — 
_ problem is so complex that you require a complete inquiry? You support Mr. 
_ Pearson’s viewpoint, in other words? 


Mr. COOPER: Yes, and I would add, with special attention being given to 
and with special emphasis being placed upon the loss, as we have said, of 
_ the relative advantage which maritime shippers Shien under the Maritime 

Freight Rates Act. That is the central point of our submission. We consider 
that we have lost that relative advantage. We think it should be restored. 
We think an inquiry into the ways and means of making such restoration is 
necessary. That inquiry might be far reaching once one got into it, but the 
central point is as I have stated. 


Mr. Pasco—E: Madam Chairman, I hope this question is not out of order. 
I realize this is a brief from the Maritime Transportation Commission and 
that the most vocal members of the committee today are from the maritimes. 
However, as a member from the prairies, from western Canada, from 
Saskatchewan, may I ask a question that is perhaps beyond the scope of the 
witnesses? I am referring to the five charts in the appendices on pages 1 to 5 
dealing with percentage relationships of freight rates in various parts of. 
Canada. 

These charts cover only the period up to 1940. They indicate that on the 
prairies the charges are very much higher, percentage-wise, than in Quebec 
and Ontario or the maritimes. Could the witnesses tell me whether that same — 
situation prevails now and would be shown if the charts were carried on 
_ past 1940? In other words, are the rates in the prairies considerably higher 
than those in Quebec, Ontario and the maritimes? 

Mr. Dickson: Madam Chairman, in answer to Mr. Pascoe’s question—and 
undoubtedly someone from the west would be much more qualified to answer 
this than I—if we are speaking of class rates alone and a comparison of class 
' rates, which these charts are, then the prairie rates shown on the charts have, 
since 1955, been on the same line as the Ontario and Quebec rates. 

Mr. Pascoe: They carry right on along that same line? 

Mr. Dickson: That is right. Prairie class rates have been equal to Ontario 
and Quebec class rates. 

- Jt was one of the prairie provinces’ handicaps that the members and those 
associated with transportation out there had as a perennial problem for years. 

Class rates are equal now. I could not really speak with any authority on 
other types of rates. 

Mr. Pascoe: I have one other question which follows from what Mr. 

Regan was saying, and I may perhaps read how one veteran engineer puts it 

in regard to Newfoundland, but it refers pretty well to the operation of railways 
all over: / 

Sometimes you are going uphill, and at the same time you are 

going downhill, and you can be going round three curves all at once. 


I just put that on the record in referring to the cost of operation in this select 
region in comparison to the flat, level prairie land. It says here that it 
might be eight times as much. I am just asking, perhaps as an expression 
of opinion, whether the rates on the prairies should be high to maintain the 
higher cost of operations in other areas. That is just my western viewpoint 


SG and I would like to put it on the record. 


Mr. Stewart: Madam Chairman, I have only two follow-up questions. 
The first is prompted by the questioning of Mr. Hahn. In the answer given to 
him it was pointed out that a federal government subsidy is paid to make 
up the difference between the rate that would normally apply and the rate 
~ which is in effect as a result of the Maritime Freight Rates Act. 
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My question is this: Who now gets the advantage of the subsidy—the 
railway company, or the maritime or Atlantic shipper? 

Mr. Dickson: Madam Chairman, in reply to Mr. Stewart’s question may 
I say that the Maritime Freight Rates Act subsidy is a shipper subsidy, although 
it is paid to the railway. Certainly the whole philosophy of the maritime 
freight rates subsidy was to reduce the rates to the shipper, so I say it) isa 
shipper subsidy. It is paid to the railway in return for a reduction in rates. 
Therefore, it is a shipper subsidy, but it is paid to the railway. 

Mr. Stewart: My question goes a little further than that. Would you 
argue that, after the railway has increased its rates again and again in the 
maritime region, in reality the subsidy which was supposed to provide a relative 
advantage to maritime shippers is being absorbed by maritime shippers or by 
the railway companies? : 

Mr. Dickson: Undoubtedly the payment of a subsidy helps any industry 
group—if you want to call Ontario a group, inasmuch as it is passed on presum- 
ably to the user. It is possibly of some help to a carrier in attracting traffic. _ 

I think the railways attempted to pass the subsidy on to the user. If they 
have not done so, it is perhaps through inadvertence. I am not going to suggest 
for a minute that they have deliberately retained a subsidy when it could have 
been passed on to a shipper, but the amount of subsidy has not been adequate 
to maintain the relationship. It may well be that the Duncan commission, in 
recommending a subsidy in 1926, felt that 20 per cent was the amount needed 
at that time to restore the relationship, and that this percentage figure was only 
a secondary figure to indicate a principle. 

I may not be answering the specific point of your question, but I am 
trying to give a little background to the 20 per cent figure. I would suggest 
there is nothing sacred about the 20 per cent or the 30 per cent, as the case 
may be; it is a figure applied to indicate the principle. 


Mr. Stewart: Would it not be correct to say that to the extent the 
subsidy is absorbed by the railway—and we will not enter into the question 
of whether or not this is done deliberately—the subsidy becomes in effect a 
subsidy for shippers in central Canada? The railway gets more money here 
by reason of the subsidy. Consequently, it is able to compete more vehemently 
in the central Canadian area. 


Mr. Dickson: I do not think I could agree to that, Mr. Stewart. 


Mr. Stewart: Well, I would go that far. The fact that the subsidy is paid 
only to the railways and not other carriers does mean, when they are competing 
for any given block of traffic, that the other carriers are at a disadvantage. 
To the extent that this may take place, then I suppose one could say the 
subsidy is not dollars in the railways pocket though it is of assistance to them 
in retaining that traffic. 

The last question I want to ask arises out of a question asked by Mr. 
Pascoe. Have you inspected the report of the board of transport commissioners 
of March 8, 1965, on the waybill analysis? 

Mr. Dickson: That is exhibit 1? 

Mr. STEWART: Yes. 

Mr. DIcKSON: Yes. 


Mr. STEWART: I notice in your own appendix 1 you deal with class rates, 
yet this report of the waybill analysis shows that class rates figure to a very 
small percentage—for example, in 1963, three per cent—of the amount of 
carload traffic moved. 

To what extent is your appendix 1 liable to give a distorted impression 
because it concentrates on a portion of the traffic which itself is only a small 
percentage of the total traffic? 
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Mr. Dickson: You are quite right in raising the question there, Mr. 
Stewart. We have apparently not made clear what appendix 1 is attempting 
to illustrate. Certainly very little traffic today moves at class rates. Class rates 
do serve as the maximum or as a guide for other rates. Class rates are the 
maximum and so they do tend to set the pace, if you wish, for other rates. 

It is impossible to give you a graphic picture of other rates because they 
are not “fixed”—and I use the word “fixed” advisedly there. They do not 
have the maximum relationship that the class rates have. As I say, class rates 
are the maximum, and others tend to congregate under them. 

I would suggest that if traffic had continued to move at class rates, as it 
did at the time with which this appendix deals back in the early part of the. 
century, then the distortion that has taken place in the relative position of the 
maritimes versus the rest of Canada would probably not have happened. The 
relationship of the class rates, maritimes versus Ontario and Quebec, has 
not deteriorated to any degree. 

Appendix 5 deals with the current class rate from Berwick, Nova Scotia, to 
Ottawa, Ontario, which is 226 cents per 100 pounds. This is class 100, the first 
class rate. That would not be a carload rate, but it is a key rate. The rate is 
$2.26. The class 100 rate from Thornbury to Ottawa is $2.44. Ours is a little 
under, as you will note. The agreed charge rate from Thornbury is only 424 
cents, or 17 per cent of class 100, whereas our agreed charge rate from Ber- 

wick is 35 per cent. 

If we had stayed on the class rate level we would not perhaps have the 
problem indicated in that particular appendix. 

The ACTING CHAIRMAN: Mr. Granger. 


Mr. GRANGER: There are just one or two questions I would like to ask 
which are relative to the steamship service. ‘ 

The coastal service operated by C.N.R. operates, as you know, in some 
areas of the province where there is no other competition. They serve a cap- 
tive market. One area would be one side of the Great Northern Peninsula of 
Newfoundland and the coast of Labrador. 

How are the rates established there? Do they come under the Maritime 
Freight Rates Act? What is the criterion for arriving at “X” charge for a 
specific movement? 


Mr. Dickson: To attempt to answer Mr. Granger’s question I would say that 
the Newfoundland coastal steamship service, as I understand it, is operated 
by C.N.R. for the government of Canada. The rates on that coastal service 
are not reduced by the Maritime Freight Rates Act. The Maritime Freight Rates 
Act applies to rail shipments. 

Control-over those rates moving between coastal points in Newfoundland 
rests, as I understand it, with the Canadian Maritime Commission, a federal 
agency of the Department of Transport. 

The ActTinc CHarrmawn: Is that all, Mr. Granger? Mr. Cowan. 


Mr. Cowan: Madam Chairman, the members of the Maritimes Com- 
Mission will realize that what is being said here today is being taken down 
and printed. 

I want to ask a specific question. I am from central Canada, from Toronto. 
We find it rather interesting that Montreal is considered to be a great lakes 
port—though for how much longer I do not know! 

If you have a copy of Bill No. C-120 before you I would like you to look 
at page 20, section 329A. You will find there, for the first time, Montreal is 
classified as an Atlantic port, along with Halifax, Saint John and West Saint 
John. Are you satisfied to have Montreal, which is a great lakes port and some- 
times considered as a St. Lawrence river port, considered now as a maritime or 
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Atlantic port as well? This makes a difference to certain subsidies, you Hen MC 
for grain from western Canada. SEAL Sy oe Pa Rn 
Mr. Dickson: For the purpose of that particular section I guess we would 
not really quarrel with Montreal being called an Atlantic port. Ls think thesia 
Halifax members would be the first people to object to Montreal being classified 
as an Atlantic port open all the year round! i 

Mr. Cowan: Mr. Regan referred to a corridor through Maine. T gather it)", 
is being considered, together with trucking commercial commodities from 
the maritime provinces into the central Canadian market. How much do you 
think moves that distance by truck today? Up in Ontario and other parts 
of North America a piggyback system is being used for transport by rail 
where the railroad bed is already in existence, in many cases rock ballasted, 
so we do not have to spend money on building a new road? Could the truck — 
traffic over the corridor road not move just as well by piggyback so that the 
crowding of the highways could be alleviated by taking off the trucks? This 
method has been proven by the province of Ontario. 

Mr. Dickson: This is certainly one of the alternatives to moving traffic 
over roads anywhere there is a rail service available, or where a piggyback 
service can be provided. Whether it is the best way, the cheapest way, or 
the most economical way to move traffic I really could not answer the question 
specifically. 

Mr. Cowan: I think the facts speak for themselves. All you have to do 
is to look at the facts to see that piggyback is growing increasingly. If you 
have the rails, it is shorter than a truck route through New Brunswick or the 
building of a corridor road through Maine. . 

Mr. Dickson: Piggyback rates are based on the road mileage. 

Mr. Cowan: Are you objecting to it? 

Mr. Dickson: I was not objecting to it. 

Mr. Cowan: This is like saying that two and two make four. 


| Mr. Dickson: If your road mileage is shorter, then your piggyback rate 
is lower, as I understand it. 

Mr. Cowan: I think this is extraneous to the subject under discussion. I 
just wanted to have it on the record that if you are not objecting to Montreal 
being called an Atlantic port, I hope that in a couple of years from now the 
uproar about it will not be coming from the Atlantic provinces, because of 
your reply this morning. 

The AcTING CHAIRMAN: Are you through, Mr. Cowan. If so, then Mr. Lloyd. 


Mr. Luoyp: I have a supplementary question to the supplementary. It 
arises from the fact that observations were made about Toronto and Montreal. 
I would ask my question of either Mr. Cooper or Mr. Dickson: in view of 
the fact that Canada historically has maintained a tariff policy for the develop- 
ment of manufactured industrial products in Canada, this has been a great 
stimulus to the central areas of Canada. How would you feel about a com- 
mission inquiry into subsidies to shippers, such as was implied in Dr. Stewart’s. 
question, to select kinds of users, bases, and products, as being more meaningful 
and understandably more of an economic growth within the maritime provinces? 
I mean direct subsidies to shippers. How would you feel about that approach 
to the problem? Is it practical? We have, for example, all kinds of federal ak 
policies with respect to other products, particularly wheat and automobiles. Wi 
What would you say about having it related to apples? 3 t 


Mr. Dickson: If I understand you correctly, you suggest the possibilit 
of paying a subsidy for transportation to the shipper. 


Mr. Luoyp: That is correct. 
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__ Mr. Dicxsow: I have no objection to it if it is the general policy. 


Hes iite _ Mr. Liovp: Is it something practical and feasible for a royal commission 
_ to inquire into, in your opinion? d 


Bt Mr. DiIcKSON: We should be able perhaps to look at the method by which 
subsidies are paid. If there is a different way such as payment direct to the 


_ shipper, then everybody should be willing to give it consideration to see if 
_ it is a practical thing. 


4 Mr. Luoyp: Would this not simplify the problem deriving to the benefit 
of the economy and helping by giving it to the transportation system? 


Mr. Dickson: There may be some administrative problems, but there is 
nothing wrong with it. 


Mr. Luoyp: There will be nothing more complex than what there is now, 


surely. 


The AcTING CHAIRMAN: Now, Mr. Hahn. 


i Mr. Haun: I have a short question. I would like to turn to appendix five 
dealing with canned apples. If I read it correctly, since 1953, the shipper of 


canned apples from Nova Scotia has suffered from a severe freight rate dis- 


advantage in comparison with the shipper from Thornbury. Has this had an — 


_ impact on the apple industry in the maritimes? Is the shipping cost a significant 


part of the total cost, and if so, does the change as indicated in this appendix 


_ really affect the producer in the maritime provinces? 


Mr. Dickson: You are asking about the cost of operation between one _ 
company as against another. I really could not answer it. But I think it is fair 


_ to say that every dollar paid out by one company for transportation charges | 


which otherwise it could escape is a dollar which the company must pay 
and a dollar which it does not have for use in advertising, or reasearch; or, 
if you want, for better profits to its investors, or for wages. You can keep 


on naming them, but these are three or four points I have in mind. 


Mr. HAHN: Going on from the apples to the general principles that you have : 


enunciated that shippers in the maritimes have been suffering a continuing 
disadvantage over the last number of years, do you contend that this has 


slowed down the growth of industry in the maritimes, or has had a fairly 


_ serious and detrimental effect on growth in that area? 


Mr. Dickson: Yes, we agree with your statement. 
Mr. HAHN: You feel that this has had an effect on your one time position 


and has been of major proportion, in other words, in terms of its impact on 


your economy. 
Mr. Dickson: I think that any economic statistics which have been devised 


i, by government at federal or provincial level will show that the maritimes 


fare behind, economically, and that in the establishment of industry in the. 
_ Atlantic region transportation has loomed as a very big factor. We have pros- 


pective industry coming into the office from time to time and what they want 


to know is “how much transportation am I going to have to pay if I establish 


_in the Atlantic provinces versus another alternative site which I am consider- 


_ ing elsewhere in Canada?’ I suppose that top officers must consider these 


factors, but when every one is negative, it makes it that much more difficult 


a _ to attract industry to the Atlantic provinces. 


The AcTING CHAIRMAN: Now, Mr. Granger. 
Mr. GRANGER: My question is supplementary to that of Mr. Cowan’s with 
respect to Montreal being an Atlantic port. That is a very interesting position. 


q ‘Perhaps Toronto might also be made an Atlantic port. It occurred to me that 
_ there are one or two other questions I would like to ask relevant to earlier 
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questions. At times both steamships and railways are involved in the same 
movement. In that case who sets the rate? Does it come under the Maritime 
Freight Rates Act, or is the rate set by the maritime commission? 

Mr. Dickson: Do you mean a movement coming from a coastal point to 
an inland rail point? 

Mr. GRANGER: Yes, within the provinces. 

Mr. Dickson: Yes, I wanted to check to make sure that I was right. The 
rate for the water movement from the coastal point to the point where it 
connects with the railway is not the subject of the Maritime Freight Rates 
Act. The rate from your port to the final destination, if it is within Canada, 
and if the final destination is on the railway, is set by the Maritime Freight 
Rates Act. 

Mr. GRANGER: Do you mean that there are two separate charges? 

Mr. DicKSON: Yes. 

Mr. GRANGER: One is not an extension of the other? 5 

Mr. Dickson: There might be one or two specific exceptions to that state- 
ment, I would have to re-check. But 99 and 44/100 per cent of the time there 
are two separate factors. | 

Mr. GRANGER: Perhaps this question should not be asked of you, but 
as a matter of fact, respecting the criteria for steamship rates, how are they 
established? 

Mr. Dickson: All I can say in answer to that is that it is done by the 
Canadian Maritime Commission. 


The Acting CHAIRMAN: Now, Mr. Southam. 


Mr. SoutHam: I would like first of all to compliment the witnesses this 
morning for their very comprehensive brief and submission. For the benefit 
of those of you who do not know it, I come from western Canada. I note that 
the discusion this morning centred around transportation problems in the 
maritimes dealing particularly with freight rates. In the west we have a 
problem, of course, with rates, and with railway abandonment. There has not 
been any discussion of our problems. Are you people affected by railway 
abandonment in the maritimes at all, or are, or are there application before 
the board of transport commissioners for abandonment? 


Mr. Dickson: Certainly, sir; the maritimes are not affected to the same 
degree as western Canada in branch line abandonment. We dot not have the 
multiplicity of branch lines that they have in western Canada. There are I 
think, only three applications presently before the board of transport commis- 
sioners for abandonment of different sections of line in the three mainland 
maritime provision. On particular line was abandoned as of January 1, 1965, 
in New Brunswick. ; 

Mr. SoutHam: Basically your problem would be with the application 
of rates. Under this proposed Bill No. C-120 it is suggested that we have a 
rationalization authority. We have had a number of witnesses before the com- 
mittee who have been somewhat critical of this proposal. They feel it is not 
going to have any basic authority or have enough teeth in it. Have you con- 
sidered this problem, in connection with such a rationalization authority? 

Mr. Cooper: We have considered it in consultation with western provinces. — 4 

Mr. SoutHam: Are you prepared to express your opinion on whether ‘7 
you would go along with the evidence of previous witnesses, either to give the ~ 
rationalization authority a great deal more authority or to enlarge the scope © 
of the present board of transport commissioners so that they could have more 4 
freedom to move in respect of adjudicating or arbitrating various problems — 
that present themselves? 4 
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: Mr. Cooper: I would like to reserve our position on it, but at the same 


time I would say that our present thinking is that the rationalization author- 


ity should have more power than has now been given to it by Bill No. C-120; 
it should have the power to make studies and investigation on its own, and 


_ that sort of thing, with a view to emphasizing the word “rationalization”? more 


than that word has been emphasized in the present draft of Bill No. C-120. 


Mr. SOUTHAM: There is another question I would like to ask. Do you 
people have access, to or do you engage, so-called outside experts as far as 
studying the economy of various rates and their application as they affect 
railways and trucking? I am thinking of the MacPherson royal commission 
when evidence indicated that there could be a wide variance of opinion on 
whether some of the rates used by the railroads in setting forth their case 


were at variance with what the witnesses and other people affected by them 


thought. As a result they did get advice of independent so-called economic 
experts. Are you people entirely in agreement with the economic criteria or 
cost accounting formulae that the railroads used in presenting their opinions 
on this problem? 

Mr. Dickson: Sir, we feel that our ability to assess railway costs and 
criteria is a bit inadequate. Certainly we have no access to railway figures. 
I am not suggesting that we necessarily should. But this whole question of 
railway costs in relation to rates is something which is relatively new, and 
there is great emphasis on it in this bill. Here again there will undoubtedly 
be some reservations about the costs existing between those, who represent the 
shippers’ interest and the railways in the days ahead. At the moment the 
railways’ cost figures, as I say, cannot be challenged except in the way 
you have indicated, by bringing in your own experts. So far we have not had 
a demand to challenge the railway cost figures in the same way as the western 
provinces did in their appearances before the MacPherson royal commission. 

Mr. SouTHAM: Thank you. 

The AcTING CHAIRMAN: Now, Mr. Cowan. 

Mr. Cowan: Madam Chairman, Mr. Granger asked a question about rates 
on the coastal waters of Newfoundland. One of the gentlemen heard earlier said 
that the Maritime Transportation Commission would welcome any kind of 
assistance which the federal government might give to assist with the rates in 
the maritimes. I come from central Canada and I would welcome the minimum 
of effort given by provincial governments in the maritimes. I would like to ask 


the witnesses today if they think the government subsidy on steamship service 


in Newfoundland and on the coastal service in 1963-64 in the sum of $4 million 
odd is sufficient, or do they think it should be a little larger? 

Mr. GRANGER: What has that to do with this committee? 

Mr. Cowan: I am following up Mr. Granger’s comments on the bill. 

Mr. GRANGER: I may not have been in order. 

Mr. Cowan: He certainly was not ruled out of order. The subsidies paid 
by the Canadian government for steamship services last year amounted to $9 
million odd, and for that portion which had to do with Newfoundland coastal 
service, the amount was $8 million odd. Do they feel that they have enough, 
or would they be looking for more? 

Mr. Cooper: I do not think this is a matter on which I or any of us are 
competent to express an opinion, Mr. Cowan. 

Mr. REGAN: Perhaps if the maritime provinces should opt out of some of 
the programs which are designed to protect Ontario, they might then be in a 


better position. 


The ActTING CHAIRMAN: Are there any more questions? 
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Mr. GRANGER: May I comment on Mr. Cowan’s remarks? 
The ACTING CHAIRMAN: If your comment is in order, yes. 


Mr. GRANGER: It depends on whether Mr. Cowan’s comments were in order. 
On the east coast of Newfoundland and in the northern part there is no other 
means of transportation than steamship. There is literally no competition, and 
this goes for the coast of Labrador as well. 


Mr. MacEwan: You mentioned three or four abandonments which were 
before the board now. I think the figure should be four. One of the proposed 
abandonments is the centre of a short line from Stellarton to Oxford Junction. 


Mr. DICKSON: Yes. 


The ACTING CHAIRMAN: Perhaps you will be good enough to indulge the 
Chair for a moment. This is an occasion which has not happened too frequently. 
First of all I want to tell Mr. Cooper, Mr. Dickson, and Mr. Armitage how very 
pleased we are to have had their brief. This is the first occasion when I have 
chaired a meeting since I came to the House of Commons on November 23; 
indeed, it is the first time that you ever had a woman chairman of the railway 
committee; and since I come from the maritimes I am pleased that it should be 
the Maritime Transportation Commission which is appearing before the com- 
mittee today. Gentlemen, I thank you. We have enjoyed hearing your brief. 


Mr. CANTIN: Speaking on behalf of the committee may I congratulate you, 
Madam Chairman, on the very fine way you have conducted our deliberations 
today. 

(Translation) 
This is all to your credit. 


(Text) 

Today’s session may be the last meeting, at least for a time, to deal with 
this problem. So on behalf of the minister I would like to thank all the members 
of the committee for their co-operation. 

The ACTING CHAIRMAN: Before we leave, since no other witnesses have 
informed the committee of their intention to be heard, the committee now 
stands adjourned to the call of the Chair. 
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APPENDIX "G” 


Submission of the Canadian Industrial Traffic League on Bill C-120 


Mr. Chairman and Members of the Standing Committee on Railways, 
Canals and Telegraph Lines. 


The Canadian Industrial Traffic League (Inc.) is a national organization 
expressly serving the transportation interests of its members. We have approxi+ 
mately 1200 members across Canada. 


The efficient and economical transportation of goods and of persons on 
behalf of their firms is the main responsibility of traffic management personnel. 
This Submission contains the views and opinions of those who directly pay the 
freight charges to the Canadian Railways on behalf of their companies. 


This submission by the League is being made on the understanding that 
nothing contained herein shall be deemed to abridge the rights of the League’s 
individual member companies to make other or separate submissions elaborat- 
ing hereon or differing herefrom the views expressed in this submission. 


Since 1916 it has been the endeavour of the League at all times to co-operate 
with the Transportation Companies, Federal and Provincial Regulatory Bodies, 
Royal Commissioners, and other organizations interested in the promotion, 
conservation and protection of a sound national transportation industry. 


Our submission with respect to the contents of Bill C-120 will follow the 
Same order as shown in the said Bill. 


Clause 3, (Sec. 45-A) 


Some apprehension has been expressed by our members that the wording 
of this section is broad enough to permit the appearance of any association or 
body before the Board, however, we interpret the section to permit the repre- 
sentative or agent of any provincial government or any association or other body 
representing the interests of shippers or consignees (underlining ours) in Can- 
ada to appear. If our interpretation is correct we do not have any objection to 
this section, however, if otherwise, then we submit that the representative or 
agent of any association or body representing the interests of carriers or other 
modes should not be permitted to appear before the Board on matters affecting 


‘the railways. 


Clause 5, (Sec. 156(1) 

We are in general agreement with the proposed amendment, however, there 
is some question as to the interpretation of “transportation company” and 
‘common carrier” and we are of the opinion that these terms should be defined 
in Section 2 of the Railway Act. 


Clauses 9, 10, 11, 12 (Secs. 317, 319, 320, 322, 323) 

These clauses repeal the sections of the Act which prohibit undue prefer- 
ence and unjust discrimination and we are generally in accord with the removal 
of any restraints which hamper the railways in meeting competition, however 
we think the proposed amendments go much farther than enabling the railways 
to meet competition. It would permit a situation which could be seriously detri- 
mental to shippers, if the railways were left free to publish any rate or condi- 
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tion irrespective of its effect on the shipping public. It is a matter of great appre- 


hension to our members that the railways will be permitted, under the law, to | 
practice unjust discrimination, without any recourse of appeal. The proposed. 


Section 317 does not, in our opinion, provide a satisfactory safeguard for an 
industry or shipper who may suffer under unjust treatment by the railways. 
We therefore strongly recommend that a right of appeal be afforded to shippers 
where grievances can be heard and arbitrated. We respectfully suggest that the 
Board of Transport Commissioners for Canada be designated as the tribunal 
to hear and arbitrate such grievances. We have the highest regard for the ability 
and integrity of the Board relative to Railway matters. 


Clause 15, (Sec. 326) 
In view of the repeal of Sec. 332 by Clause 17, we recommend that a. 
section (2) of Sec. 326 be amended to read: — 

The tolls may be either for the whole or any portion of the railway 
but freight tariffs publishing class rates as defined in Sec. 331 (2) of 
this Act shall specify the rates for all distances covered by the company’s 
railway. 


Clause 18, (Sec. 333) 

We agree generally with this amendment except that in our opinion the 30 
days notice on increases should be retained. In most industries in Canada price 
lists are effective for 30 days and sometimes longer and we think 30 days notice 
is reasonable. 


Clause 19, (Sec. 335) 

This section covers the matter of rates on so called “captive” traffic. We 
respectfully submit that the statutory rates as covered by subsections (2), 
(3) (c), and (5)(b) should not be enacted. Our reasons are as follows: 

1. The bases used in subsection (2) and (3)(c), also the formulae in 
(5)(b) are too rigid and do not take into consideration a number 
of very important factors which have a bearing on freight rates 
such as the type of commodity, loading characteristics etc. 

2. These bases and formulae can not be changed except by Act of 
Parliament and we do not think it should be necessary to go to 
Parliament in order to make changes in freight rates. 

3. We think the fixing of freight rates requires the application of 
judgment where all relevant factors are investigated and considered. 


We therefore recommend that Section 335 be amended as follows: 
1. Subsection (2) be ended in the third line of page 23 with the words 
“deems necessary fix a rate’. 
2. Subsection (3)—Delete paragraph (c). 
3. Subsection (5)—Delete paragraph (b). 


By deleting the above subsections this would then leave the matter of | ‘ 
rates on such “captive traffic” in the hands of the Board of Transport Com- ) 
missioners for Canada which in our opinion is best qualified to consider all : 


relevant factors and prescribe satisfactory rates. 


National Transportation Policy for Canada 


Clause 1 


We observe from the proposed amendments to the Railway Act that it is a 
proposed to remove entirely all the restrictions against undue preference and 
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_ unjust discrimination. This situation would then permit the railways to pub-. 
_ lish any rates or conditions they please, and, in effect, they could, under the 
law, practice undue preference or unjust discrimination as between. different 
_ shippers even under similar circumstances. It is our opinion that Parliament 
Should express in the National Transportation Policy for Canada, the objective 
that each mode of transport should treat all users in an equitable manner, under 
similar circumstances. We therefore suggest that the following clause be added 
to the National Transportation Policy for Canada. 


. (d) Each mode of transport, as far as practicable, applies equitable 
bs rates and conditions, under similar circumstances, to all users. 


=, 


. Respectfully submitted, 
March 22nd, 1965. Canadian Industrial Traffic League (Inc.) 


AN EXAMPLE OF RATES TO BE FIXED ON CAPTIVE TRAFFIC BY THE BOARD 
UNDER THE PROVISIONS OF SECTION 335 OF BILL C-120 OF 
THE HOUSE OF COMMONS FOR CANADA 
a Rates in Cents Per 100 lbs. 
Carload Minimum Weight 


30,000 45,000 55,000. 70,000 90,000 110,000 
L Lbs. 


bs. Lbs. Lbs. Lbs. Lbs. 

AR ; 
a (a) Variable cost................. 40 38 (b) 36(b) 34(b) 32(b) 30(b) 
Bs. Variable cost for 30,000 plus 
: EN ONS eae 60 60 60 60 60 60 
__ (c) Fixed rate to be paid by ship- 
ii OPN ERI SR GT a 100 98 96 94 92 90 
\ Rail revenue per carload...... $300.00 $441.00 $528.00 $658.00 $828.00 $990.00 | 
ts, Percentage reduction for larger 

oe A TSN a Re a — 2.0% 4.0% 6.0% 8.0% 10.0% 

(a) A hypothetical figure which could be prescribed by the Board under the provisions of Section 
5, Par. 3(c). 


(b) Variable cost reduced by the formula provided in Section 335, Par. 5(b) (ii). 
(c) Fixed rates computed by adding together (a) and (bd). 


Canadian Industrial Traffic League Inc., 
Toronto, Ont., March 22nd, 1965. 


- 


gS a a ee ne oa Se 


— 
—— 


TRANSPORTATION POLICY FOR CANADA 


1. Introductory Statement 


The Canadian Industrial Traffic League Inc., a National organization of 
industrial and Commercial managers of traffic and distribution, is dedicated 
to and concerned with the efficient and sound economical transport and 
distribution of goods and persons. The Policy is based on general principles 
and expresses the collective convictions of the members of the League. It has 
been prepared for the information and use of the membership at large, without 
_ prejudice to the interests of any individual member. The League endeavours to 
act consistently but will not hesitate, when necessary, to add to, modify or 
delete statements of policy in the light of changes in law or circumstances 
of transportation. 


Bees ta 


2. General Statement of Policy 


The League supports all movements, action, engineering and technical 
advances that contribute to providing efficient transportation facilities and 
services adequate for the general economy of the Nation. It supports: (1) com- 
petition among all types of carriers so that the advantages of each may be 
achieved; (2) rates to be free of regulatory control save for captive traffic 
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and (3) tariffs to be made available by all common carriers. Where there is 
no alternative to providing transportation assistance except through statutory 
rates or charges involving subventions, the cost should be borne by the national 
and/or provincial treasury. ‘ 


3. Government Ownership vs Private Enterprise 


The League firmly believes in the principle of free, private enterprise, in 
the transportation industry as the best method of obtaining efficient and 
progressive transportation. 

Government ownership of transportation equipment and facilities should 
be limited to those instances relating to national development and pioneering 
where private enterprise cannot serve because of high initial and development 
costs. 

4. Free Enterprise and Competition 


~The League believes that the free enterprise system is the most effective 
way to bring about increased productivity, rapid technical advances and the 
greatest opportunity for the greatest number of people. This system must 
recognize the right to fail, otherwise it is subject to undesirable restraints. 


5. Rate Making and Publication 


Shippers and carriers should be free to negotiate rates, terms and condi- 
tions subject to the observance of regulations such as those respecting regis- 
tration, safety and dangerous goods. All tariffs of rates, terms and conditions 
for common carriage should be made available. 


6. Rate Control 


Except for captive traffic, the regulations of rates by a government agency 
should be discouraged. 


7. Statutory Rates or Charges Embracing Subventions 


When economic, geographic or other conditions exist in certain sections 
of Canada, which in the national or provincial interest require special treat- 
ment, the cost of transportation or burden thereof should not be placed on the 
carriers and thus passed on to users or buyers of transportation services. The 
difference in cost or charges between the determined, normal, reasonable rates 
and the statutory or subvention rates or charges should be borne by the 
national and/or provincial treasury, in such a fashion as not to distort the 
basic freight structure. 


8. Charges for Government Facilities 


Whenever practicable, the costs of building, operating and maintaining any 
transportation facility provided by government should be met by fair and 
equitable charges paid by those benefiting from such facilities, except as 

provided under Section 7 of this Policy. 


9. Interprovincial and International Regulations 


The League believes that the federal government should regulate inter- 
provincial and international common carriers in the areas of public safety, 
uniform documentation and liability. 


10. Complete Transportation Service by Carriers 


The League believes that any carrier principally engaged in a given type 


of transportation service should be free to engage in any or all other types 
of transportation for the purpose of providing an integrated transportation 
service. 
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11. Private Carriage 


The League upholds the right and freedom of any enterprise to operate its 
own transportation facilities, subject to federal and provincial laws or regula- 
tions respecting registration, safety and dangerous goods. 


12. Right of Appeal 


There should be available to shippers Appeal Boards, such as the Board 


of Transport Commissioners for Canada, for the hearing and arbitration of 
grievances. 


Montreal, Quebec—February 23, 1965. 
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APPENDIX “H” 


Submission of the Maritimes Transportation Commission on Behalf of the 
Governments of Nova Scotia, New Brunswick, Prince Edward Island 
and Newfoundland Respecting Bill C-120 

Introductory 
, 1. The Maritimes Transportation Commission welcomes this opportunity 
of presenting to this Committee the views of the Governments of the Atlantic 
Provinces on Bill C-120. In accordance with the expressed desire of the Com- 
mittee this submission will deal with the substance or over-all policy of the 
Bill as it relates to the Atlantic Provinces and not with its detailed provisions. 
In other words the Commission is concerned at this time with the general effect 
of the Bill on the economy of the Atlantic Provinces rather than with the 
particular effect of any specific provision of the Bill. 


National Policy and National Transportation Policy 

2. The MacPherson Royal Commission report (Volume 11, pages 1 to 3) 
clearly sets out the distinction between National Policy and National Trans- 
portation Policy. Bill C-120 provides for a National Transportation Policy 
with respect to railways essentially by giving free rein to the operation of 
competition with other forms of transportation subject to a rate floor and, in 
certain circumstances, to a rate ceiling. National Policy matters as related to 
rail transportation are dealt with in the subsidy clauses relating to grain and 
grain products and passenger services and with respect to branch line aban- 
donments. 


3. This submission is particularly concerned with that manifestation of 
National Policy contained in the Maritime Freight Rates Act. Whilst it is true 
that the Bill provides that rates resulting from the operation of the Bill are 
subject to the Maritime Freight Rates Act it is the contention of the Govern- 
ments of the Atlantic Provinces that the Maritime Freight Rates Act is not 
now fulfilling the purpose for which it was enacted and that the “special 
examination into the problems relating to Maritime transportation and the 
Maritime Freight Rates Act’? as hereafter referred to in this submission should 
be conducted, completed and acted upon as soon as at all possible and that in 
the meantime the rate “freeze” now in effect for Atlantic Provinces’ rates 
under the Freight Rates Reduction Act should be maintained. 


Historical Aspects of Transportation in the Atlantic Provinces 
4. The National Policy pertaining to transportation in the Atlantic Prov- 


inces has been historically to provide for a lower level of rates than elsewhere | 


in Canada—rates which have never been intended to reflect the real cost of 
transportation. 


5. This lower level of rates was first expressed in the Intercolonial Railway 
rate structure. Following a temporary abandonment of this policy in the 
period 1912-1927, the principle of a lower level of rates—rates not reflecting 
the real cost of transportation—was reestablished in statutory form by the 
enactment of the Maritime Freight Rates Act in 1927. Appendix 1 to this sub- 
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mission graphically illustrates the position of Maritime rates in relation to 


other Canadian rates for the period immediately after the construction of the — 
Intercolonial Railway until after the passage of the Maritime Freight Rates — 


- Act in 1927. 
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6. In 1951 when the “national freight rates policy’ of Canada was declared 
by amendment to the Railway Act (Section 336), the Government of Canada 
once again provided an exception to such national transportation policy insofar 
as the Atlantic Provinces were concerned and the four Provinces were exempted 
from the so-called ‘‘equalized” scale of freight rates. 


Objective of National Policy—Atlantic Provinces 


7. It is submitted that the objective of national policy of the Government 
of Canada pertaining to transportation in the Atlantic Provinces, as expressed 
over the years has been two-fold, namely, (1) to provide the Atlantic Provinces 
an opportunity to participate in the economic growth of Canada unhampered 
by transportation costs because of its scattered population and its geographic 
position located long distances from the major markets and production centers 
of Canada; and (2) to fulfill undertakings given at Confederation of uniting 


the various provinces into one nation. 


8. The reasons for this objective are as valid in today’s circumstances as 
they were almost a century ago. Regretfully this objective is not now being met. 


Transportation Developments and The Maritime Freight Rates Act 


9. The Maritime Provinces believed that with the passage of the Maritime 
Freight Rates Act in 1927 their transportation interests would be adequately 
safeguarded. Their expectations were short lived. With the rise of truck com- 
petition in Central Canada and post-war spiralling railway costs, the Maritime 
Freight Rates Act—while still providing reductions in rail rates by virtue 
of Government subsidies—has become less and less able to meet its objective. 
The relationship betwen the transportation costs of shippers in Central Canada 
and shippers in the Atlantic Provinces has drastically altered in favour of the 
former to the detriment of the latter. 


10. Appendices 2 to 7 to this submission illustrate graphically the effects 
that the intense growth of truck competition in Ontario and Quebec and the 
post-war general rate increases have had on the competitive position of Atlantic 
industry in major markets. These Appendices show conclusively that despite 
an increase in the amount of subsidy paid under the Maritime Freight Rates 
Act in 1957, the Act in its present form in this competitive transportation era 
has been ineffective in maintaining the relationship of Atlantic Provinces artes 
with rates outside the region. This is not to say that the Act is of no value, for 
without it the Atlantic region’s position would have been that much worse. 
But it is to say that the development of competition in other parts of Canada 
and the present freedom of the railways to make rate adjustments to meet 
such competition without corresponding adjustments in Maritime rates has 
been a major factor contributing to the worsening position of the Altantic 
Provinces in relation to the rest of Canada. 


11. It is realized that the Maritime Freight Rates Act is not to be repealed 
in whole or in part at this time. It is pointed out, however, that the worsening 
position of the Atlantic Provinces in relation to the rest of Canada illustrated 
by Appendices 2 to 7 has taken place despite the fact that no part of the Act 
has been repealed; and despite the increased subsidy given under the Act 


in 1957. 


12. While it is true that the Maritime Freight Rates Act will continue to 
provide the percentage reductions in freight rates required by the Act, the 
relationship of Atlantic Provinces rates to the rates of competing shippers out- 
side the region can be—and, indeed, is expected to be—further distorted by the 
implementation of Bill C-120. ty 

13. This is so principally because the pervasiveness of truck competition 
is not as strong in the Atlantic Provinces as elsewhere. Competition cannot 
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be expected to hold-down Atlantic Provinces rates to any appreciable extent. 
The Atlantic Provinces still have the largest percentage of non-competitive 
traffic of any region of Canada. Indeed, in many cases, truck competition is 
not a factor in holding down rail rates. Even for those commodities or move- 
ments that may be truck competitive, it is the rail rate level which determines 
the truck rate level in the Atlantic Provinces. In Central Canada the reverse 
is true. It is not intended to set out in this submission the reasons for the 
lack of pervasiveness of truck competition from, to and within the Atlantic 
Provinces. Many factors influence the growth of truck competition, such as, 
the geography of the region, the terrain, the nature of the region’s commerce, 
to name several. Moreover, the mere showing of a growth in competition can- 
not be deemed as conclusive proof of effective competition. 


14. It is the realtionship of rates in cents per 100 lbs. or unit of traffic 
that is the meaningful comparison for shippers. If an Atlantic manufacturer’s 
rate is 80¢ as a result of the Maritime Freight Rates Act and his competitor’s 
is also 80¢, it is small comfort to the Atlantic manufacturer to know that he 
is still receiving the subsidy under the Act if his competitor’s rate, because 
of competition, falls to 50¢ while his rate remains unchanged at 80¢, or con- 
versely when his rate advances to 110¢ because of the railways’ revenue needs 
or costs of operations and his competitors remains unchanged at 80¢. 


15. Because of distance it is not possible to expect competition by itself 
to maintain the relationship which the Intercolonial Railway rate structure 
and the Maritime Freight Rates Act originally provided. 


Other Competitive Disadvantages 


16. The cost of transtportation to market on the finished product is only 
one side of the coin. If the Atlantic manufacturer cannot secure his raw mate- 
rials close at hand he may have to pay substantially more inbound freight on 
his raw materials than his competitor. For instance, despite the existence of an 
agreed charge on Steel Sheet and Plate from Hamilton and Sault Ste. Marie, 
Ont. to the Maritimes and incentive rates for heavier carloadings of Pig Iron, 
two users of these products estimate that the freight on these two raw mate- 
rials alone costs them slightly in excess of $71,000.00 per year more than the 
weighted average transportation costs incurred on the same raw materials by 
four of their major competitors in Ontario and Quebec. The Maritime com- 
panies estimated that in addition they must bring into the region at least 3,000 
other components in varying quantities which incur transportation costs far 
higher than the transportation costs incurred by their competitors in Central 
Canada. 

17. For the Atlantic manufacturer to be competitive with other manu- 
facturers located close to the major markets, costly warehousing facilities must 
often be maintained in order to provide the over-night delivery service de- 
manded by the trend to small inventories today. All these additional costs 
which are incurred by the Atlantic Provinces manufacturer and not by his cen- 
tral Canadian competitors mean many thousands of dollars which the com- 
petitors outside the region have available to them to channel into research, 
advertising or more attractive profits for investors. 


Incidence of Railway Costs—Atlantic Provinces 

18. It will be recalled from the Intercolonial rates and the Maritime Freight 
Rates Act that Maritime rates were never intended to bear the real cost of rail 
transportation. This is not to say that railways should not be reimbursed for 
their services but it is to say that the national policy of Canada never intended 
that the cost of transportation would restrict the ability of the region to partici- 


pate in the economic growth of the nation as a whole. For this reason, originally 4 
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distance was de-emphasized by national policy respecting transportation for the 


Atlantic Provinces. 


19. Bill C-120, however, re-emphasizes distances once again by relating 
rates more closely to railway costs. Such a policy may very well be necessary 
from a national transportation policy point of view but, it is submitted that it 
will aggravate the position of the Atlantic Provinces and render less effective 
the existing national policy respecting transportation for the Atlantic Provinces. 

20. As stated earlier it was never intended that the commerce of the 
Atlantic Provinces should bear the real cost of transportation just as the na- 
tional policy of the government of Canada, which is a part of Bill C-120, does 
not require the Western Grain farmer to bear the real cost of transportation of 
grain in those cases where the existing rates may not meet the railways’ costs. 


21. The cost of railway operations in the Atlantic Provinces is high. The 
nature of the region’s terrain results in sharp curves and steep grades not 
found in other parts of Canada. For example, the heaviest grades in Canada are 
not found in the Rocky Mountains but in the Province of Newfoundland. 


22. To illustrate the high costs of railway operations in Newfoundland, 
where the MacPherson Royal Commission on Transportation found rail losses of 
approximately $6 million annually, the Canadian National Railways has this 
to say: 

Of the 547 miles from St. John’s to Port aux Basques...only 131 
miles are level track. 

The grades are steeper than those in the Rocky Mountains. More 
than 35 miles of track rise at from two to two and a half per cent grade, 
and three more miles are even steeper than two and a half per cent. 

The sharpest curves on the Canadian mainland are six degrees. The 
Newfoundland Area can boast 35 miles of 10 to 12 degree curves, and 
nearly a mile of 15 degree curves. The sharpest curves can be found 
on the steepest grades. 

As one veteran engineman...puts it, “Sometimes you are going 
uphill and at the same time you are going downhill, and you can be 
going round three curves all at once’’.! 


23. Furthermore, the equated tonnage rating for the largest Canadian 
National locomotive within Newfoundland ranges from a low of 750 tons to 
1,060 tons Eastbound from Port aux Basques to St. John’s. On the other hand, 
a locomotive of approximate equal tractive capacity on the mainland has an 
equated tonnage rating ranging from 4,000 tons to 1,370 tons eastbound from 
Joffre, P.Q. to Sydney, N.S. 

24. Recent studies carried out by some of the world’s major railways 
indicate that operating costs on rail lines with heavy grades and sharp curves 
can be eight times as high as the operating costs on lines with easy curves and 
grades. Canadian National confirms that heavy grades have a significant effect 
on their costs. 

25. While the new maximum rate control provisions of Bill C-120 will re- 
place the former horizontal method of increasing freight rates, there is no 
guarantee that the railways will not continue to seek, and to secure, the greater 
share of their overhead costs from the shippers in the extremities of the country. 
The relating of rates to a fixed percentage above variable costs will mean that 
the long haul shipper with the higher variable costs per unit of traffic will con~ 
tinue to pay more absolutely to the railways’ overhead costs, unless competition 
dictates otherwise, than the short haul competitive shipper. 

26. In summary the position of the Atlantic Provinces relative to the rest 
of Canada has worsened since the passage of the Maritime Freight Rates Act 


1“Keeping Track”, July-August 1963, Vol. 6 No. 6 p. 17. 
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in 1927. The experience of the past coupled with discernible trends points to 
neither an improvement in the relative position of the Atlantic Provinces nor an 
arrest of the deterioration with the passage of Bill C-120. Instead, it is sub- © 
mitted that passage of the Bill would further aggravate the position of the 
Atlantic Provinces. 


Special Examination 

27. The Right Honourable Lester B. Pearson, Prime Minister of Canada, 
indicated the Government’s appreciation of the problems respecting trans- 
portation in the Atlantic Provinces by his announcement in the House of Com- 
mons on October 20, 1964 that a “‘special examination into the problems relating 
to Maritime transportation and the Maritime Freight Rates Act” was to be 
undertaken. The Atlantic Provinces welcome this announced intention of the 
Government of Canada. It is submitted that such an examination must have 
as its primary objective the restoration, in this competitive transportation era, 
of the national policy respecting transportation for this region of Canada that 
was originally expressed in the intercolonial Railway rate structure and re- 
affirmed by the passage of the Maritime Freight Rates Act in 1927. 


Conclusion 


28. It is submitted that the rate “freeze” now in effect under the Freight 
Rates Reduction Act should be maintained for Atlantic Provinces’ rates until 
the special examination referred to above has been conducted, completed and — 
acted upon and, therefore, that Bill C-120 be amended by adding a clause thereto 
to the effect that, notwithstanding anything contained in the Bill, the freight 
rates in effect as of January 1, 1965 under the Freight Rates Reduction Act 
for the movement of traffic from, to and within the “select territory” as defined 
in the Maritime Freight Rates Act shall not be increased. 


Respectfully submitted f : 


THE MARITIMES TRANSPORTATION 
COMMISSION 

on behalf of the Provinces of Nova Scotia, 

New Brunswick, Prince Edward Island 

and Newfoundland 


A. G. COOPER, Q.C. 
of Counsel 


Moncton, N.B., 
March 17, 1965. 
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THE MARITIMES TRANSPORTATION COMMISSION 


Supplemental Submission of the Maritimes iran sporation Conminicsion: : 
to the Standing Committee on Railways, Canals and Telegraph 
Lines Respecting Bill C-120 


1. The Maritimes Transportation Commission makes this Supplementary — me 
Submission with respect to Exhibit V entitled “Maritime Rate Preference Under) oe 
Bill C-120” prepared by the Department of Transport under date of March | 
10, 1965. 


2. Exhibit V refers to the first paragraph in the Report of the Pines Ii 
Commission on Maritime Claims and states: Teg) 
That Commission found that the preferential position of the Mari-. 
times in respect of rates on goods moving within the Maritimes, which 
shippers in that area had enjoyed for many, many years, had been re- 
duced by successive rate increases and should be restored. 


Section 7 (formerly Section 8) of the Maritime Freight Rates Act reads 
as follows: 
7. The purpose of this Act is to give certain statutory advantages in 
rates to persons and industries in the three Provinces of New Brunswick, _ 
Nova Scotia, and Prince Edward Island and in addition upon the lines 
in the Province of Quebec mentioned in Section 2, together hereinafter 
called ‘select territory’, accordingly the Board shall not approve or 
allow any tariffs that may destroy or prejudicially affect such advantages i 
in favour of persons or industries located elsewhere than in such 
select territory. 


3. It is submitted that the principal purpose of Section 7 was to give 
an advantage to Maritime shippers relative to persons or industries located 
elsewhere than in the select territory. Exhibit V states that the railways under 
the maximum-minimum scheme will be free to make rates as commercial re- 
quirements dictate but will still be subject to Section 7 and that the railways 
will have to consider whether any rate action taken elsewhere will “destroy 
or prejudice” advantages given shippers in the select territory “in favour 
of persons or industries located elsehere.” The Exhibit then continues: : 

This will be a question of fact and while it does not mean that every _ 
Maritime rate must be kept 30% below some other rate elsewhere in 
Canada, it does mean that the railways will have to be sure that their 
rate-making policies will not destroy the rate advantages referred to 
in Section 7. In any case it will be open to shippers in the select ter- 
ritory to complain to the Board and obtain redress if their advantage is 
destroyed or prejudicially affected. This will ensure that Maritime ship- 
pers continue to enjoy rate preferences. 


4. It is the submission of the Maritimes Transportation Commission that 
in fact the relative advantage intended to be given to shippers from the select — 
territory by Section 7 has in practice and in the competitive environment — 
which has developed since 1927 proved to be illusory in the light of the ~ 
judgments in Province of Nova Scotia et al—Maritime Freight Rates Act— 
Tariffs (1936) 44 Canadian Railway Cases 289 and on appeal to the Supreme ; 
Court of Canada (1937) 46 Canadian Railway Cases 161. ‘ 


5. The facts of that case are, briefly, that in order to meet truck competition — 
the railways reduced freight rates on potato shipments in certain areas in 
Ontario and also in certain areas in Quebec outside the select territory as de-— 
fined in the Maritime Freight Rates Act. The Transportation Commission of | 


= NY; 
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_ the Maritime Board of Trade and the Governments of the Maritime Provinces 
i" applied to the Board for a reduction in rail rates on potatoes from select ter- 

_ ritory to Ontario and Quebec to correspond with the reductions within Ontario 

and Quebec, effective under such competitive tariff. | 


6. It was made clear that the question of the rates on potatoes were only 
in the nature of a test case and that the real claim of the applicants was that 
___ they were entitled to reductions upon all shipments from the Maritime Provinces 
___ to points in Canada where motor truck competitive rail tariffs were in force and 
A) more sepcifically in respect of all produce of the Maritime Provinces. 


: 7. The real claim of the applicants failed despite the fact that Chief Com- 

_ missioner Guthrie held that the purpose and object of the Maritime Freight 

_ Rates Act does apply to competitive tariffs established by railway companies 

between points outside the “select territory”. In effect the real claim failed 
_ because the Board held that: 


(1) the only power of the Board was to disallow such competitive tariffs; 
(2) the Board had no power to order reductions in rates on Maritime 
products moving from the select territory in circumstances where 


competitive tariffs were established outside select territory by the 
railways to meet truck competition. 


8. Chief Commissioner Guthrie then proceeded to deal with the specific 
claim for reduction in rates on potatoes shipped from select territory as a 
question of fact and found that in fact there had been no prejudice or dis- 
advantage under Section 7 suffered by potato shippers because of the establish- 


4 ment of the competitive tariffs in question. His conclusions in this respect is 
_ stated at page 306: 
ie In my opinion the applicants have failed to establish the competitive 


tariffs on potatoes, which form the subject of this application, have 
resulted either in the destruction of, or to the prejudice of the advantages 
provided to shippers in the Maritime Provinces under the Maritime 
: _ Freight Rates Act in favour of persons or industries located elsewhere 
Be than in the select territory. The evidence submitted by the various parties 
hi represented establishes to my satisfaction that in the matter of potato 
i shipments in Ontario the whole difficulty has arisen through motor-truck 
ae competition with the railways. Shipments of potatoes in Ontario by rail 
pe to Ontario points have become almost negligible while motor-truck 
. shipments continually increase. The competitive tariffs established by 
the railways have had no effect whatever in respect of potato shipments 
from the Maritime Provinces to Ontario points. Cancellation of these 
potato rates would not improve the position of Maritime shippers in any 
degree, and would only result in depriving the railways of the small 
portion of the transportation of potatoes in Ontario which they have been 
able to retain even under a substantial reduction of rates. 


wah i 1 ° . “4 

--—~-—-—s«&§«. The Supreme Court of Canada dismissed the appeal of the Province of 
Nova Scotia et al from the judgment of the Board of Railway Commissioners. 
Pa 10. As a result of the potato case so-called Maritime shippers as a body 


cannot obtain rate reduction relative to reductions elsewhere established by 
ae competitive tariffs. The relative advantage intended for persons and industries 
in the Maritimes (and now for the Atlantic Provinces) has therefore not been 
i maintained and it is submitted that the intent of Section 7 has been thwarted. 


11. It is stated in Exhibit V that it will be open to shippers in select terri- 
4 tory to complain to the Board if their advantage is destroyed or prejudicially 
affected by the railways rate-making policies. If a shipper who takes upon 
wa himself the very considerable burden of applying to the Board succeeds in 
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establishing prejudice or disadvantage to himself under Section 7, the only 
remedy is cancellation of the competitive tariffs in question, not a reduction 
in the applicant’s rate, and it is submitted that in the present competitive 
environment that remedy would be of no use to the shipper applicant nor to 
the railways but only to the trucks for the reasons given by Chief Commissioner 
Guthrie above quoted. 


12. It is therefore quite unrealistic to say that the Atlantic Provinces 
shipper has any effective means of invoking Section 7 to overcome the effect 
on him of competitive tariffs established outside the select territory by the 
railways to meet truck competition. 


13. Exhibit No. 1 filed by the Department of Transport shows a down- 
ward trend in the percentage of traffic measured in revenue and carloads which 
moves at non-competitive class and commodity rates in the several freight rate 
regions of Canada. While the Maritime territory, like the other territories, has 
had a decrease in the amount of traffic moved at non-competitive class and 
commodity rates, it still has the largest percentage of non-competitive traffic of 
any territory of Canada. 


14. What Exhibit No. 1 fails to show is the effectiveness, or depth, of 
competition in the several territories. The showing of a percentage growth in 
the number of carloads, or the revenue produced by such carloads, of Maritime 
traffic moved at competitive and agreed charge rates does not show conclu- 
sively whether competition is effective in reducing rail rates or whether the 
competition is of a shallow type which has been able to make only minor 
reductions in the existing maximum rates. 


15. The submission of the Maritimes Transportation Commission is that 
while the development of competition since 1949 has produced some minor 
rate reductions for Atlantic Provinces’ traffic it has been far less effective in 
reducing Maritime rates than rates in other parts of Canada, particularly 
Ontario and Quebec. It is not possible to show in detail the depth to which 
competition has been able to reduce rates in the several regions of Canada. It 
is submitted, however, that Appendices 2 to 7 to the main submission of the 
Maritimes Transportation Commission, particularly Appendix 5, illustrate that 
competition for Maritime traffic has not been as effective in reducing rail rates 
as in Ontario and Quebec. 


Respectfully submitted, 


THE MARITIMES TRANSPORTATION 
COMMISSION . 


On behalf of the Provinces of 
Nova Scotia, New Brunswick, 
Prince Edward Island and 
Newfoundland. 
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APPENDIX “I” 


NATIONAL LEGISLATIVE COMMITTEE 
INTERNATIONAL RAILWAY BROTHERHOODS 


MarcH 15, 1965. 


The Chairman and Members of the 

Standing Committee on Railways, 
Canals and Telegraph Lines 

House of Commons 

OTTAWA, Ontario 


Mrs. Rideout and Gentlemen: 


On behalf of the National Legislative Committee, International Railway 
Brotherhoods, I wish to outline our views relative to Bill C-120. 


Since 1957 we have, in our annual briefs to the Government, requested an 
amendment to Section 182 of the Railway Act. The historical background 
regarding Section 182 and other relevant sections have been placed before the 
Government and the Standing Committee on Railways, Canals and Telegraph 
Lines. 


The amendment we are seeking is intended to give application to the 
principle of compensation to railway employees who lose their employment or 
are required to change their residence as a result of changes beneficial to a 
railway. . 


This matter was referred to the Standing Committee on Railways, Canals 
and Telegraph Lines on June 27, 1963. 


The Committee held eight hearings and heard representations from rep- 
resentatives of all the Railway Brotherhoods, from the Railway Companies 
and from Mr. Howard Chase, C.B.E., a former member of the Board of Trans- 
port Commissioners. 

On the 20th December 1963, the Standing Committee reported to the 
House of Commons as follows: 

Complying with an Order of the House, on June 27, 1963, your 
Committee has given consideration to the subject matter of Bill C-15, 
An Act to amend the Railway Act (Responsibility for Dislocation Costs), 
and has heard evidence from representatives of the railways, from 
officials of various brotherhoods of railway employees, and from Mr. 
Howard Chase, a former member of the Board of Transport Com- 
missioners. 

The Committee was favourable to the subject-matter of Bill C-15 
commends it to the House and the government; and to further clarify 
our views on the situation relating to the subject-matter, the Committee 
recommends that— 

The government give consideration to amending Section 182 of the 
Railway Act to ensure the rights of railway employees in those cases 
where abandonment, merger or co-ordination between railways, or the 
closing or near-closing of terminals and shops or the introduction of 
‘run-throughs’ is undertaken by the management. 
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The Committee would prefer that such matters as adjustment, com- _ ee 
pensation, re-training arrangements, and other ameliorations of the 
dislocation be a matter of negotiation between management and the jae 
employees legitimate bargaining agencies but it recognizes that a strong 
encouragement of such means of settlement will ensue when Section 
182 is read in such a legal way as to offer firm protection to the em- 
ployees. 


a 
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Subsequent to the report of the Standing Committee, we have requested 
the Government to introduce legislation designed to implement the recom- 
mendation of the Committee. 

On September 14, 1964, the Honourable J. W. Pickersgill introduced in the 
House, Bill C-120, An Act designed to implement certain recommendations 
of the Royal Commission on Transportation. When speaking to the resolution 
on the Bill, the Honourable Minister, beginning on page 7981 of Hansard, 
said in part— 

With respect to what the Government will be proposing, I may say 
that of course we are taking our responsibility as a government for 
the proposals in general, but it is the intention of the government to 
have this bill sent after second reading, provided the House sees fit 
to give it second reading, to the Railway Committee, because it is of 
such vast importance to everyone in the country. We think it would be 
quite unreasonable to take any other course. We would expect that 
the Committee would hear representations from all seriously interested 
bodies. 


In line with the Honourable Minister’s statement, we have no choice but 
to express disappointment in the fact that the Committee’s recommendation 
that Section 182 be amended is not contained in Bill C-120. 

Bill C-120 does contemplate the payment of compensation to railway 
employees by a railway company as the Board of Transport Commissioners 
deems proper for any financial loss caused to them by change of residence 
necessitated by an abandonment pursuant to Section 168, subsection (1) or 
paragraph (b) of subsection (3) of Section 314B of the Bill. However, it is 
our opinion that the contemplated amendment falls pitifully short of what is 
necessary. 

To date, the Canadian National and Canadian Pacific Railways have appli- 
cations filed with the Board of Transport Commissioners seeking leave to 
abandon a total of 3797.1 miles of railway lines in Canada. Of this total, 3507.8 
miles are located in the Prairie Provinces. 

It is obvious that there will be numerous employees who will be required 
to change their residence when abandonments of such magnitude take place, 
regardless of when they take place. It is also obvious that as a result of the 
relocation of such a large number of employees, there will be the inevitable 4 
resulting severance from employment for a considerable portion of the work 
force. oe 

Bill C-120 is silent as to the companies having any responsibility for 
those who will be severed from employment, despite the fact that the same 
legislation will create the condition. 


The bill offers firm positive financial assistance to the Railways in the 
order of 80 millions of dollars and indeed sets out in great detail how they will 
be eligible for such assistance. On the other hand, the employees will be 
required to plead their cause before the Board of Transport Commissioners. 

The contemplated legislation will require railway employees, as taxpayers, 
to contribute financially to the railways, which means that they will be con Cai 
tributing to fewer employment opportunities for themselves. ce 
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PN oak Further, Bill C-120 suggests that the Canadian National-Canadian Pacific 

SiR Act be repealed. As you know, this Act as amended in 1939 contains a schedule 
Fr _which sets out in detail the manner in which employees were to be compen- 
tae ‘Sated, both in cases of change of residence and loss of employment when either 
__ circumstance resulted from the application of the Act. 


We insist that the Government has a moral obligation to accept full 


ial responsibility for the adverse circumstances that the changes to the Railway 
Act will bring about. 


_ We have no hesitation in recommending that the schedule referred to 
be incorporated into the Railway Act so as to fulfil this moral obligation insofar 
as railway employees are concerned. 


om You will appreciate that our major interest and concern is for those whom 
_ we have the honour and the privilege to represent. However, we feel we 

BA would be remiss in our duty as citizens of Canada if we did not make the 

following observations— 

: _ Bill C-120 insofar as abandonment of uneconomic branch lines is con-— 
cerned, establishes positive financial assistance to the Railways. However, it 
appears to offer no more than a postponement of inevitable economic ruin to 
the communities that will be adversely affected. We are of the opinion that 
there should be research conducted in order to determine how much social 

- capital has been invested by the three levels of Government in those commu- 

nities that will be affected. A study is required so as to determine what the 
social and economic implications will be. We suspect that the cost to Canada 

_ may well be in excess of the savings that the Bill is seeking to effect. Both the 
~ C.P.R. and the C.N.R. operate at a current annual profit and the provisions 

of Bill C-120 guarantee perpetuity of the profit system for the Railways. On 
the other hand, aside from contemplating an orderly disappearance of com- 

4 munities, there is no provision for financial assistance to the people of those 

communities. | 
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Government policy, based on sound judgment or not, was responsible 
for the Railways being where they are and a debt is owing to all those persons 
a, who followed the railway construction and established the towns with all 
their social amenities. 
ee _ Bill C-120 seeks to subsidize the Railways for losses growing out of the 
operation of passenger service. Recently, the C.N.R. has entered into com- 
petitive philosophy for a share of passenger service. Indeed, the advertising, 
fe reduced fares, the improvement of schedules and the use of modern equipment 
resulted in both Railways being offered more traffic than they could accommo- 
date. We are fearful that the contemplated subsidies may have the effect of 
' creating a situation whereby the railway companies will again back away 
_ from true competition for passengers. 

The McPherson Commission recommended the formation of a National 
_ Advisory Council and a Transportation Statistics Committee. 

a cy The establishment of such a Council and Committee should be prior to any 
attempt to legislate on a piecemeal basis for railways alone. 

#: The establishment of the above-mentioned Committees would assist the 
-. Government in formulating a national transportation policy. Legislation could 
og - then be introduced to implement a policy that would serve the best interests of 
a all Canadians. | 

; ; We would respectfully submit that Section 182 should read in full as 
follows: 

pe The company shall not, at any time, make any change, alteration 
s or deviation in the railway, or any portion thereof, until the provisions- 
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We recommend that concurrent with your consideration of Bill C-120, 
you re-affirm the recommendations of the Standing Committee which considered 
the matter of Bill C-15. 

The suggested recommendations would remove an injustice to employees 
affected by abandonments, and, as well, make consistent the treatment accorded 
employees incurring removal through railway changes and alterations generally. 
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of Section 181 are fully complied with, nor may it move, remove, close, 


or abandon any station, or divisional point nor create a new divisional 
point, nor make any change in operations by way of of substituting 
persons of lower rank at stations or elsewhere, or changing or trans- 
ferring operating centres or terminal points, which, in any such case, 
involves the removal of employees, without leave of the Board; and 
where any such change, move, removal, closure, abandonment, creation, 
substitution, transfer, or replacement is made the company shall compen- 
sate its employees as the Board deems proper for any financial loss 
caused to them by change of residence necessitated thereby; the pro- 
vision for compensation given under this section shall apply to abandon- 
ments approved under Section 168. 


Yours truly, 


J. A. Huneault, 

Chairman, 

National Legislative Committee, 
International Railway Brotherhoods. 
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